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Abstract

This research was initially concerned with the delivery of balanced development
to localities from central development planning and strategies. The scope of the study
targeted the regional level as a medium that may facilitate the delivery of development,
and as an instrument for national development planning to reach localities. The aim of
the research was to make recommendations on optimizing regional instruments for the
spatial allocation of development resources in Saudi Arabia.

The research is centred on Saudi Arabia. The critical studies of spatial
development in this country have revealed the current situation, of a central planning
system that is organized in a governance structure that assigns to regional bodies the
basic role of progressing socioeconomic development. The studies are in almost
complete agreement regarding the absence of an active role for regional planning, which
is supposed to complement national policies and allow them to be delivered to
localities. This has confirmed the need for in-depth investigation into the role of
regional level intervention in facilitating local development.

Intellectual studies undertaken have been based on regional development
theories as well as regional development planning and policy. These studies formulated
a conceptual framework for the research, which has emphasized the necessity of
detailing the enquiry on regional development to be inclusive and to reflect actual local
conditions. This includes the setting of factors for local economic production and the
platform upon which the processes of development take place. They should be arranged
to allow for the outcomes of economic development to reach all spaces and utilising all
sectors, which takes place through the governance system.

Accordingly this research has included an empirical enquiry, with interviews to
gather detailed information regarding the practice of development in the field and to
uncover the difficulties and deficiencies as perceived by the practitioners. The
interviewees comprised key officials of the main governance and development
institutions on national, regional and local levels. Arriyadh region was selected for this
mission, including the Almajmaah County as representative of its localities. The study
has produced results around two major foci: the first studying and analysing the current
establishment and instruments for delivering regional development policies, the second
exploring the institutional structures through which the available development
resources are utilised in the planning system and activities: currently and prospectively.

The results have revealed a lack of coherence in the governance system which
has led to the disintegration of the institutional network in the country. The governance
structure appears to lack the balanced distribution of devolution, administratively and
financially. It also ignores the development of human resources in a way that reflects
real needs and intended outcomes. Thus, the research confirms the need for a more
coherent institutional arrangement at each spatial level and on the governance structure
existing between the various spatial levels, while remaining consistent with the political
system. The end result should be more autonomy for regional authorities, while
maintaining national consistency.
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Chapter 1

Introduction

1-1 Background

Ensuring the impartial spatial distribution of development resources around a nation is
as important as finding ways to generate these resources in the first place. Nations face
a great many issues in their active pursuit of development: these include the
identification of fruitful areas for growth, as well as the realisation of development in its
most comprehensive form, which means delivering growth outcomes to the residents to
improve their standard of living. While economists concentrate on the former as they
seek to determine the best means of generating economic growth in a particular
territory, the latter is a focal point for spatial planners as they seek to utilise
determinants of development! to reach everyone fairly and efficiently. To deliver the
benefits of development to a society in its entirety means considering the distribution
of resources across the national space, as well as within regional and local areas. The
instruments to achieve that could come in the forms of strategies, plans and policies,
and might take conceptual approaches that aim to govern the spatial relations of human

settlements, providing an effective model for their activities.

Various studies have sought to analyse and develop ways to measure the relationship
between economic growth and aspects of development, such as economic well-being
and income distribution (Atkinson, 1970; Fields, 2001), the quality of educational
attainment (Schultz, 1988; Birdsall et al., 1995; Strauss and Thomas, 1995; Wilson and
Briscoe, 2004) and of health services provision (Strauss and Thomas, 1998; Schultz,
2005; Baker, 2008). The UNDP has produced a major reference of development
indicators in its series of Human Development Reports, mainly measurements of health
and education (UNDP, 2011). Other international organizations, such as the World
Bank and UNICEF, provide studies on the reciprocal impact between human

development and economic growth (Birdsall, 1993; Mehrotra et al., 2000). These

1 . . . s
Determinants of development may include natural resources as well as capital resources and institutional
environment.
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aspects of development, along with the social changes involved, need to be identified by

researchers and compared across territorial units for policy makers.

The setting and approach to spatial development is determined to a great extent by the
polity and the quality of governance which host it (Rajkumar and Swaroop, 2002). The
institutional capacity and governance structure, which include societal interaction and
private sector performance, are major factors influencing the liveability and productivity
of a place (Berger, 2003). A similar, though more specific, line of argument holds that
“the spatial planning system needs to be built on a clear legal basis, one which provides a
framework for solutions to be designed at the local level.” (United Nations, 2008, p. 38).
This particularly links the process of planning for development in a territory, with
legitimate foundations and clear roles for development institutions, together with

procedures to regulate development to ensure consistent methods of accountability.

This process of betterment and delivering development raises the importance for spatial
planners to address issues of disparity that may exist within a single institutional
system. Spatial development planning should take a comprehensive approach, and
consider the regulatory framework for both structure and processes of governance
(Pierre and Peters, 2000). The underlying concepts within spatial development planning
may comprise various thoughts around spatial development, such as theories and
models for regional and local development, as well as deliberation about
implementation policies. This study will consider the case of spatial development in
Saudi Arabia. This research is concerned with the problems of extending development
across the inhabited area of the country. It tackles, specifically, the role of regional
development policy as instrumental in the delivery of both the principles and the

machinery of national development to local areas.

1-1-1  Spatial levels of development (region and locality)

Spatial planning requires a certain ordering of spatial scales. These may include
hierarchical levels depending on geographic size, human density and intensity of
activity. The levels could be regional, local or more detailed categories. The region is
recognised as the first sub-national level, and several conceptual frameworks have
provided theories of spatial development on this level. Examples of these theories
include the Central Place Theory (Losch, 1954; Christaller, [1933] 1966) and the
concept of the “nodal” region (Brown and Holmes, 1971). However, these theories
have found no consensus regarding the definition of a region in terms of the size and

activities involved.  Conceptual definitions differ about the purpose of spatial
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categorisation, e.g. geographic, social, market etc. (See section 3-2 for more details). It
could be said, though, that the determining characteristic in the various categories of
‘region’ is that it is a politico-administrative subdivision of a country with some form of

representative government.

In turn, ‘locality’ is recognised as the spatial level that is closest to residents, meaning it
Is the first institutional framework that represents a community. As with regions,
localities may take different forms, following a common institutional organisation that
is affected by the political and administrative system or even by the social structure.
The categorisation of this local level may also be affected by demographic, geographic
and economic characteristics. Research methodologies address localities in different
ways. Some take the neighbourhood to be a suitable spatial unit within which to
measure and analyse human interaction, preferences and limitations; accordingly, some
studies have adopted the “neighbourhood” as the typical locality when discussing
approaches to development planning (Moulaert and Nussbaumer, 2005a; Christiaens et
al., 2007). In contrast, given the institutional framework of a particular country, local
planning studies may have to treat the whole urban area plus its surrounding countryside
as one locality. Such is the case in Saudi Arabia, where the administrative structure and

official planning documents have adopted this classification.

Regions in Saudi Arabia vary widely in their size and population density, but are
generally substantial with large areas of empty space. Saudi Arabia (an area of 2.2
million km?) is divided into 13 administrative regions. The size of these regions ranges
from 15,000 km? for Albaha to 710,000 km? for the Eastern Province, which makes the
latter double the area of Germany. The total population is 27.1 million (Department of
Statistics, 2010), half of whom live in the two regions of Arriyadh and Makkah. These,
together with the Eastern Province, hold two thirds of the total population (Department
of Statistics, 2010). These three regions contained 74% of private enterprises in 2007
and 86% of industrial plants in 2008 (MoEP, 2010-2014b). Saudi Arabia has a low
average population density, among the lowest in the Arabian region, but its population
is mostly urbanised; about 77%? live in urban settlements of 2500 persons or more
(Alribdi, 2005, p.343).

2 This percentage is taken from the 1992 national census. More recent statistics, such as Population Reference
Bureau, (2010) point to an 81% urbanised population in 2010, but without a clear definition of urbanity.
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The local level in Saudi Arabia is most often represented by the sub-regional
administrative classification of territories, the counties (muhafazat)®>. The number of
counties in a region varies, based on how densely they are populated as well as the
history of the area and its political significance. There are currently between 3 and 20
counties in each of the regions. There is also a third administrative level, the districts,
but these are mainly rural villages that are administratively attached to the main
counties. The population within regions is also concentrated in a limited number of
large cities. Statistics from 2008 show 82% of the population in Arriyadh region living
in two counties, the remainder in 17 counties. Similarly 73% of the population in the

region of Makkah live in two counties, and the remainder in nine counties.

1-1-2  Spatial development in Saudi Arabia

The regime in Saudi Arabia consists of an absolute monarchy that was first established
as a nation-state in 1932. During the early stages of its establishment, legislation was
gradually introduced as was deemed necessary. The initial municipal statute was
established in 1937 and two years later, a ‘Law of Governors’ was put in place.
However, structured government was not established until 1953, when the first council
of ministers was created. Since the late 1950s the government has made several
attempts to organize the development structure in Saudi Arabia (Al-Kahtani, 2003), but
it was not until 1970 that a comprehensive, programmed, rolling socio-economic
development plan was produced (see section 2-2 for the detailed historical background).
This represented a significant milestone, being the first in a series of comprehensive
plans to cover the foreseeable future (Al-Hathloul and Anis-ur-Rahmaan, 1985). These
plans are produced at five-year intervals, and are based on sectors of economic

development with consideration gradually being given to spatial aspects.

As a newly-established country, Saudi Arabia has faced the common difficulties of a
skilled manpower shortage (Mashabi, 1988; Al-Hammad, 1995; Berch et al., 1995), a
strongly centralized system of governance with little local autonomy (Mubarak, 1995,
2004b) and the absence of an effective institutional framework to meet its urban
problems (Al-Hathloul and Edadan, 1995). However the high and increasing revenue
from oil production, along with the systematic development work of the more structured
government since the 1970s, have opened opportunities for Saudi Arabia to invest

massively in modern infrastructure and the provision of public services (Mashabi, 1995;

3 The ‘county’ is the official English translation of the Arabic term Muhafazah by the Saudi Government, while
regions are called ‘province’ (Bureaue of experts at the council of ministers, 1992).
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Mubarak, 1999). These have been concentrated in the major urban areas, creating many

attractive employment opportunities (Al-Ankary and El-Bushra, 1989; Mubarak, 1995).

This historic pattern of development in Saudi Arabia has witnessed severe internal
difficulties and external challenges during the four decades since its establishment: see
Heller and Safran (1985), Al-Mobarak (1993), Al-Khalifah (1995), Brown (1999), and
Mubarak (2004a) for more detailed descriptions. The government’s handling of
development has led indirectly to some restructuring of social and economic systems.
The tribal system has disintegrated in correspondence with the migration from desert
and rural areas to cities and major urban centres, which has also coincided with a pattern
of abandoning traditional employment, mainly agriculture and seasonal trading
(Mubarak, 2003). The alternative was employment provided by the evolving
bureaucratic system of government which was taking over the hitherto rather patchy
local power bases (Al-Said, 1982).

The move to large cities, and especially the major urban centres in the three best
serviced regions, became increasingly seen as a means to gaining a better quality of life
(Al-Yemeni, 1986). Such aspirations for a new life in one of the primary cities might
well seem natural for those seeking higher education, which was until recently (2005)
limited to seven universities in four regions. The other motivator for migration is to
find work with the government or its oil-based industries (Arishi, 1991). “There has
certainly been a vast change in the physical environment of all the cities and many of
the villages of the kingdom, in the material standards of living, some changes in the life
style, and there have been significant changes in the distribution of population, with a
high rate of urban drift and consequent rural depopulation.” (MoP, 1980-1984, p.67).
The distribution of population in the regions (Figure 1-1) shows its persistent

concentration in the three favoured regions®.

4 . . . T L

There was no reliable information about the pattern of population distribution across the settlements and regions in
Saudi Arabia until the second official census in 1992, this being the first one to be based on the new layout of
provinces and counties.
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Figure 1-1 : Distribution of population in the regions of Saudi Arabia

M 1992 m2004 [12010

Millions

Source: Department of Statistics (1992, 2004, 2010)

The growing gap in the provision of development among regions as well as among
urban communities has driven central government to produce strategic plans, with the
aim of achieving a more balanced and efficient pattern of development. This may be
seen in the emergence of the regional level of development, and its adoption as a basic
strategic policy starting with the third Five-Year Development Plan (FYDP) (MoP,
1980-1984). As part of this endeavour the Ministry of Municipal and Rural Affairs
(MOMRA) launched a comprehensive spatial study that was developed into a dedicated
National Spatial Strategy (NSS), adopted by the central government in 2000. It
comprises a layout of the national space in hierarchical urban development centres, with
linking development corridors. Chapter 2 provides details of the pattern of development

in Saudi Arabia, together with an overview of its plans and strategies.

1-2 Purpose of the study

The central government of Saudi Arabia has been making significant efforts to plan for
comprehensive development. These are represented in studies and national strategies,
as well as variable policies for their implementation. These efforts have taken a

significant amount of money and time; despite the progress towards achieving national
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development goals, the current situation remains well behind the government targets
(MoEP, 2010-2014b). Development indicators show small and medium cities, as well
as peripheral regions, to be lagging badly (Alkhedheiri, 2002).

This doctoral study follows previous critical studies that point up the role of regional
development planning as an instrument to facilitate the spatial distribution of
development resources: see section (2-4-2). Several analysts (Berch et al., 1995;
Mashabi, 1995; Al-Kahtani, 2003; Mubarak, 2004a) believe that the absence of
planning at the regional level in Saudi Arabia has affected the validity of the State’s
efforts at development, and weakened the level of development in the localities. They
find regional development planning a useful instrument for distributing resources
between the governance system at the centre and in localities. Accordingly this research
is oriented to the study of regional development policies and their role in local

development.

1-2-1 Research problem

Despite the official enactment of a hierarchical system of governance that involves
administrative bodies for regions, sub-regions and localities, central government
remains in control of most of the financial and administrative power. However, central
government works extensively on planning for the development of the whole country.
It produces national development plans, strategies and specialised policies for service
provision, mostly to be applied at the national level. The government is clearly aiming
for development to reach all regions, and to be balanced among cities and towns, but as

yet does not seem to have created the proper instruments.

Various sub-national forms of governance are assigned a role in promoting local
development (Royal Decree, 1992b, article 7d and 23). The regional and local councils
are structured to work for the development of the region in social, economic and urban
terms. The Law of Provinces implies that the governors and their councils are
responsible for the management of development within their territories. The details of
the Law do not, however, provide these spatial governing bodies with authorities over
sectors of development neither the financial resources to conduct the work for
development. Therefore, each government department pursues development of its
sector in an independent financial and management manner. This situation has affected
the validity of the spatial management of development. There would be expected waste

in the resources allocated for development nationally and more potential to disparity in
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development among regions. The current situation shows evidently a substantial gap in

development between the limited number of major urban areas and other localities (Al-
Hammad, 1995; Al-Buthie and Eben Saleh, 2002; Al-Kahtani, 2003). The effect of

neglecting the spatial management of development is seen in the following:

Medium and small cities lack some of the basic services that their residents expect
(Alkhedheiri, 1998). Public services are mostly minimal, e.g. primary to secondary
education and general health service. Consequently, job opportunities are limited
both in numbers and in quality. Even business opportunities are limited given the
shifting population towards large urban centres and, hence, low population growth

rates.

People find it necessary to move to a location that will provide for their level of
aspiration (Frisbie and Al-Khalifah, 1991); for example, many families move to
large urban areas when their children start higher education. This is particularly
significant for a social structure where extended families living closely together
represent the traditional norm. When young people enter the labour market,
especially after graduating from university, they cannot afford to return to their
hometowns where they will be overqualified. The disconnection between national
policies of development and societal goals at the local level, such as access to jobs
and services, is a sign that such policies are failing. “The key to successful and
effective national urban policies is the integration of their spatial elements with
national macro and sectoral economic and social policies.” (Richardson, 1987,

p.240)

The government has had a national strategic goal of diversifying the economic base
of the country since its first FYDP (CPO, 1970-1974) but the contribution of the
non-oil sector to the national budget grew only from 10.3% in 1970 to 10.5% in
2005 (Saudi Arabian Monetary Agency, 2010). The spatial development strategy
for the country has not produced a balanced structure that would enable better use of
the various indigenous resources. Such an arrangement could also provide a more
stable basis for an interconnected urban network, with integration for improved

productivity.

With the increasing population in Saudi Arabia, with an average annual growth rate

of 3.04%°, and the relatively high provision of basic services that the government

5 Based on the two most recent National Censuses, of 2004 and 2010.
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has been able to achieve in a short period of time, preserving these achievements has
become a challenging and growing burden on the public sector. The availability of
valuable natural resources has allowed the implementation of many large and
advanced projects in the main cities, such as specialised hospitals and high
technology in education (Niblock and Malik, 2007). Yet the management of these
facilities, including human resources and maintenance operations, is not well
supported in the planning phases. This has caused decision makers in central
government to hesitate before providing resources to the peripheries, i.e. regions and

small towns.

1-2-2 Research aim

In response to the problem stated earlier, this research aims to provide a critical
understanding about the mechanism of spatial development in Saudi Arabia, with a
view to making recommendations for optimizing regional instruments for the spatial

allocation of development resources in the country.

1-2-3 Research strategy

In the light of the problem identified for this research, together with its aims, the
research has been designed to go through the following steps which together draw the
research strategy for this study. It begins with explaining a main goal, which is to look
at the effectiveness of the current administrative sub-divisions and development
agencies in delivering regional and local development policies in Saudi Arabia. To that
end, the research will look at the existing system of institutions and practice of regional
development policies in Saudi Arabia; and in particular in Arriyadh Province as a
regional example. The research will also examine the available instruments for regional
development policy, and check their ability to guide and implement regional and local
development.

Other steps include adding specifications to the process of analysing the current
establishment and delivering of instruments of regional development policies. One area
to consider when examining the system of institutions which are supposed to deliver a
regional development policy is to understand what the constituents of the institutional
network at the regional level are. Another is to understand better how the functional
relationships between the regional development sectors, and possibly actors, work; see

section (5-3-4) for more details about the framework of analysis.
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1-2-4 Analytical questions

The characteristics and pattern of development in Saudi Arabia presented earlier hold
important challenges. At the same time, they demonstrate the potential for a better and
more comprehensive distribution and use of economic resources and activities. Given
the aims of this study, examination of the policy and planning context raises
fundamental questions about the factors adversely affecting a development approach
that should be able to combine more balanced distribution with a proper use of the
country’s resources. These questions appear necessary to understand the compatibility
of structure and applied policies relating to spatial development. In addition, the
questions address the relevant theoretical perspectives concerning spatial development

in general and regional development in particular:

1. The initial set of questions is to identify the context in which the empirical enquiry
will be made. This orients the investigation towards the governance system and the
administrative subdivisions of the country, and examines its effectiveness in

delivering regional and local development policies in Saudi Arabia.

a) What are the decreed criteria and the practised application of administrative
spatial subdivisions, nationally and regionally?

b) How coherent is the current spatial subdivision among all development
sectors that are provided by the government such as public services?

c) What are the theoretical models of spatial arrangements that have inspired
modes of local governance?

d) What are the conceptual bases of the spatial - including local - delivery of
existing development policies in Saudi Arabia?
The pursuit of these enquiries should allow for an analysis to the bases of the current
spatial layout and to compare that with the regulative governance system and its

conceptual basis for development delivery.

2. The following set of questions aims to evaluate the existing practice of regional
development policies in Saudi Arabia:

a) What is the constituted and practised structure for regional administration?

b) What policies are presently available, and what approaches are applied to
economic development in localities (within regions)?
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c) What local institutions are available to deal with the requirements of
development?

d) What is the economic base of localities?
These questions seek to examine the coherence of those regional development

policies with their administrative, social and economic bases.

3. The third set aims to identify the constituents of the institutional network at the sub-

regional level:

a) What is the governmental structure for regional development?
b) Who are the officially recognised stakeholders in sub-regional development?
c) Who are the potential stakeholders in sub-regional development?

d) What is the relationship between governing bodies and the stakeholders of
development at sub-regional level?
These enquiries should bring out the functional structure of the institutional network,
and assist us to understand the hierarchy of the developmental process for policy-

making, delivery and evaluation.

4. Further enquiries aim to determine the functional relationships between sectors

involved in regional development:

a) What are the internal relations within each development sector across the
national, regional and local levels?

b) What are the inter-relations of the development sectors within a region?

c) How are services and infrastructure projects delivered within a region?
The documentation of relationships among development sectors within and between
regions should be obtained from these enquiries, to evaluate the functional structure

and validity of regional development policies.

1-2-5  Scope of the study

The nature of enquiry in this research is strongly attached to the spatial aspects of
managing and distributing development sectors, with a focus on the regional system for
delivery of spatial development policies in Saudi Arabia. Moreover, some of the above
questions require the detailed study of a specific example of a region within which to
conduct research; accordingly, one region out of the 13 has been selected to allow a

thorough examination of structures and to conduct empirical enquiries. For this
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purpose, Arriyadh Province was selected as an example of the regions in Saudi Arabia.
This research investigates the relations between development sectors in this region
operating at both national and local levels, in terms of their function and process of
work. The investigation will be limited to the institutional structure that manages

development within its territory, i.e. the intra-regional delivery of development policies.

1-3 Methodology

As stated above, empirical enquiries will be conducted in the region of Arriyadh as an
example. Although each region will have had its own socio-historical evolution, which
might indeed be worth investigating individually, they are all governed today through a
‘one for all’ central system with its typical instructions for all regions. The focus in this
thesis will, then, be on exploring the current practice of delivering national development
policies to localities, with emphasis on the role of regional planning. This includes
understanding the history underpinning current practice, by reviewing available
documentation together with a literature critique. Clearly the spatial aspects of this
research will also require covering the three main levels of governance, i.e. national,

regional and local.

The theoretical framework that guides this study is based upon the aims and analytical
questions set out earlier. A study of regional development such as this will require a
review of the theories that postulate concepts and models for generating economic
growth, while balancing the uses of that growth in terms of well-being (Chapter 3). The
study is also concerned with approaches to planning for spatial development and
establishing policies for its implementation (Chapter 4). The exploration of both theory
and policy is intended to bring together knowledge of the machinery of development
with the practicalities of bringing that into effect. The theories and models will be used

to assemble conceptual themes that will, in turn, guide the empirical study and analysis.

To gain a proper understanding of all these dimensions, as well as the various
development agencies involved, the empirical investigation will concentrate on
interviews with some key officials working within the governance system at the three
spatial levels, in addition to considering independent views garnered from experts.
Their inputs are expected to vary considerably, based on the nature of their involvement
and the scope of their interests. Semi-structured, in-depth interviews were chosen as the
method of information collection during the main field investigation. More details of
the research design are provided in Chapter 5.
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Chapter 2

The Rise and Transformation of Regional Development

Planning in Saudi Arabia

2-1 Introduction

It is important to review the literature of regional development in Saudi Arabia to gain a
fair understanding of the past and present practices that relate to developmental work
there. The critical review of a practice should be based on the given or available
instruments throughout the course of its existence; new regulations or changes in
practice might make any criticism void. This is an intrinsically important consideration
in the case of regional development in Saudi Arabia, as a developing, newly established
and fast growing country®.

The establishment of planning schemes emerged in Saudi Arabia in 1970 along with the
beginning of the economical renaissance, social transformation and institutional
constitution in the country. A national planning system was established as a
socioeconomic development tool, which was represented in the sector-based five-year
development plans by the Ministry of Economy and Planning. Local physical planning
systems are by now also well instituted, and planning is regularly practised by local
municipalities.  Regional development planning, however, lacks a defined and
authorised development body. Hence there is a lack of coherent structure in
development delivery (Mashabi, 1988).

This chapter starts by providing a background to trace the progress of national and
regional development planning in Saudi Arabia, and highlights the political progress
since the early stages of building the nation-state (section 2-2). The conditions that
accompanied the political progress have influentially shaped some of the early
development policies in Saudi Arabia. The background covers also the institutional
evolution in the country, which explains the approaches that have been attempted for
development planning, leading to the currently adopted one along with the gradual rise
of regional level of development. This background facilitated a conclusive synthesis to

the rise and transformation of regional development planning and policy in Saudi

6 Specially growing in terms of urbanisation and modernisation.
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Arabia into three distinguishable phases. The three phases begin with the ‘establishing-
phase’ (1902-1970) during which the principles of the current development approaches
were established alongside their practice mechanisms and policies (section 2-3). It was
important to identify this phase to draw the attention to the underpinnings of spatial

development in general, considering the basis political, social and economic conditions.

The second phase (1970-1992) is when the transformation took place (section 2-4). It
includes the initial institutionalised development planning policies, which established
the government practice as a main contributor to development. The focus was mainly
on the use of industrial development as a main practiced instrument. In terms of
planning, the adoption of Five Year Development Plans (FYDP) approach has shaped
not only the format of development planning but also the shape of government

bureaucratic practices.

The third phase (1992-current) continues the practiced national development planning
approach but with a significant progress in regional governance (section 2-5). The
enactment of the Law of Provinces was a milestone that should be considered when
evaluating national development planning and policy. Additional progress is found in
this phase which is the National Spatial Strategy (NSS) and should also be considered in
the analysis of regional development.

2 -2 Background to development planning in Saudi Arabia

2-2-1 Historical background to the political progress towards national

development

The baseline for national development in Saudi Arabia may be drawn to reflect the
political movement that established the first nation-state in the Arabian Peninsula. The
capture of the central city of Arriyadh on January 15", 1902 by the late King Abdulaziz
is recognised as a major event in the history of the current modern state, only surpassed
by the official announcement of the establishment of the state on September 23", 1932”.
During this period of establishment some development efforts accompanied military
activities, both aiming to consolidate the territory’s political components with their

various loyalties which had long been scattered and isolated (Sanger, 1947).

One of the major factors influencing the stability of the area was the presence of

nomads, reported to comprise 75% of the population at that early stage (Mubarak,

! Royal Decree No. 2716
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2003). The new ruler launched a programme to build nomadic settlements, starting in
1912 (Al-Hathloul and Edadan, 1993). This was significant in the promotion of security
and political stability, and also in initiating the socioeconomic transformation of the
acquired regions (MOMRA, 2001). This sedentarisation® process has been successful in
reinforcing the evolving state by fragmenting tribal loyalties and promoting central
authority (Shamekh, 1975). Such policies represent the early steps of using spatially
planned actions for political as well as socioeconomic development purposes.

By late 1925 the emergent ruler had managed to gain the loyalty of the principal inland
tribes, as well as the major urban centres that used to have foreign affiliations. At this
point, the ruler directed his attention to the management of the country and started by
establishing the ‘Basic Instructions’ of August 1926, which is considered the first
constitution of the kingdom (Mubarak, 2003). The structure and institutions of the state
have been developing ever since, although prior experience in this vast country has also
been taken into account. This included a mix of traditional tribal rules with the civilised
governance models of the Ottomans, as practised in the western regions where the holy
cities of Makkah and Madinah, as well as the major port of Jeddah, are located
(Mubarak, 2004a).

Following the official establishment of the state in 1932 the management of the regions
was initially localised, giving their governors full power. The central ruler was
concerned with establishing the position of the country within the international
community. Over time, the central region has gained in power and has recouped
authority from the regions, in a typical autocratic approach to development (Huntington,
1968). The discovery of oil, which took place concurrently with the official
establishment of the state, helped the ruler to gain the power through which he extended

his central governance.

Documentary and survey studies have observed that the flow of wealth, which came
after the commercial production of oil in 1938, gave rise to economic development in
Saudi Arabia (Knauerhase, 1974). The gradual development of the administrative
structure of the country culminated in the issuing of the first national budget in 1948.
The state, then, started to arrange areas of development for which resources were to be
allocated. Structurally, the state gained its first central government in 1953. The
ministries could present proposals for their projects on an individual basis to the prime

minister (Knauerhase, 1977). In practice, economic management was dependant on the

8 Settling nomadic population.

Chapter 2 /[ 17


http://en.wiktionary.org/wiki/nomadic

royal will, as the King identifies the projects that the government adopts. This approach
was consistent with the rudimentary nature of the economy then (Edens and Snavely,
1970), which was a single-crop depending on oil production (Knauerhase, 1974).

Not long after, in 1956 the government faced a major financial deficit due to the
slowing growth in oil prices while government spending continued to increase. By
1958, government debt exceeded its annual income. This led to political unrest, and
resulted in the recognition of a need for better institutional and financial organization.
“Steps toward formal planning in Saudi Arabia began as an outgrowth of the exchange
crisis of 1956-57.” (Edens and Snavely, 1970, p. 21). Initial efforts to deal with the
financial crisis focused on controlling state expenditure, and there were several attempts
at institutional restructuring for planning purposes during the 1960s (Knauerhase,
1977).

2-2-2 Progressive evolution of the institutional organization for development

planning

The first signs of an organization to the institutional planning in Saudi Arabia appeared
in a proposal by an expert’ from the IMF to the prime minister in August 1958,
recommending the establishment of a committee for economic development (Edens and
Snavely, 1970). The function of this committee would be to study and evaluate the
feasibility of proposals from ministries to compile a comprehensive report for the Prime
Minister on projects that could be implemented during the next five years. The PM
adopted this proposal, and the Economic Development Committee was established on
November 26™ 1958 to include the head of the central bank, two economic experts and
two other persons appointed by the King. The Committee was later extended to include
representatives from the relevant ministries'®. As it turned out, however, the Committee
was overwhelmed by the work necessary to organize trading rules and charges that it

never managed to achieve any real development planning.

The government adopted another suggestion by the International Bank for
Reconstruction and Development (IBRD) to form a more comprehensive planning
organization. A Royal Decree (N0.50) was issued in January 1961 that established a
Supreme Planning Board at a higher structural level. The board was to have the Prime

o Dr Anwar Alli.

0 Ministries of Commerce, Agriculture, Education, Health, Petroleum and Communications were included in May
1959.

Chapter 2 / 18



Minister as president, together with the ministers of petroleum, communications,
finance, agriculture and health: rather like a miniature version of the council of
ministers. Its tasks included planning, coordinating economic development strategies of
the various ministries and controlling the implementation of the coordinated plan. Any

decision it proposed was ratified through the Council of Ministers.

Edens and Snavely (1970) criticized the structuring of the Board in terms of its ability to
serve the function of development planning. When the King, who is also Prime
Minister, heads the board he becomes the chief planner as well. Members of the Board
are also part of the Council of Ministers, which creates a conflict of interest and puts
them in competition to support their own ministry’s budget. Therefore, the Supreme
Planning Board was not the appropriate format for an advisory body that would
independently assist the executive Council of Ministers. The Board also suffered from
difficulties such as the shortage of qualified staff and the lack of information required
for planning. The result was that the Board was occupied with reviewing and managing
the government’s budget. Moreover, ministries lacked adequate means to plan their
activities, which affected the quality of their proposals and called into question their

productivity and, indeed, the benefits of their very existence.

Dissatisfaction with the performance of the Supreme Planning Board led the
government to seek advice again from the UN and the Ford Foundation. Their advice
was to support the planning function within each ministry, given that their outputs were
to be reviewed and incorporated in a comprehensive plan by central planning staff
reporting to the Prime Minister. Following these recommendations, a Royal Decree
established the Central Planning Organization (CPO) in January 1965.  This
organization was supported by experts and staff who worked on restoring the concept of
five-year planning. Its function was to prepare periodical reports to analyse economic
circumstances in the country in order to establish a foundation upon which to prepare a
Five-Year Plan. The staff were also asked to assist ministerial planning units in
drawing-up their plans and programmes. The organization was asked to estimate the

resources required for the phased implementation of the projects being planned.

The new structure of national planning allowed for a process that began with the
ministries where project proposals were created. The CPO would then prepare a general
plan that gained power from its adoption by the Council of Ministers and the
endorsement of the King. Edens and Snavely (1970) considered that the institutional

and administrative framework of this organization was adequate as a development
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planning body, though its results were only partly successful. They attributed the lack
of technical quality in plans to the shortage of expertise across government departments,
which adversely affected the quality of their output.

The first national plan was produced by the CPO in 1967: Planning for Growth. This
was a descriptive report that provided useful policy guidance for development sectors,
although it did not include any detail of the project components that would be necessary
to achieve the objectives. It was thus not enough to guide budget formulation between
the resources required and the expected income. Edens and Snavely (1970) found this
to have been an important step, but more was needed to develop the official planning

machinery to achieve the most efficient use of national resources.

The government gave additional support to the CPO by recruiting experts, with the
cooperation of the UN and the Research Institute of Stanford University, and they began
by producing the first FYDP starting in 1970. This first in a series of plans has been
responsible for stability in the approach to national development planning in Saudi
Arabia. The CPO was upgraded and became the Ministry of Planning™* (MoP) in 1975.
At the same time, the Ministry of Municipal and Rural Affairs (MOMRA) was

established to tackle urban development and spatial planning in general.

During the successive periods of intensive restructuring in the 1960s the welfare of
people was steadily improving (Edens and Snavely, 1970; Knauerhase, 1974, 1977).
This is clear from the documentation of the Central Department of Statistics, established
within the Ministry of Finance in 1960, and which had begun to produce statistical
reports by 1965. It also appears in the economic report of the CPO in 1965'2. The
rapidly changing economic levels have helped in transforming cultural patterns in Saudi
society. Urbanisation shifted massively from an estimated 16% in 1950 (Frisbie, 1995,
p.46) to 73% in the census of 1974. Oil revenues have “fostered a feeling of euphoria,
which has made many Saudis unwilling to work on anything but governmental or a few
selected service jobs.” (Al-Hegelan and Palmer, 1985, p. 139). The economy was
expected to remain some way from a sustained structure with diversified economy
(Knauerhase, 1974). However, these remarkable growth indicators emphasized the

need for the government to sponsor national development in order to deal with the

1 The function of economy was transferred later in 2003 from the Ministry of Finance and National Economy to this
Ministry to become the Ministry of Economy and Planning (MoEP).

12 Central Planning Organization (1965) An Economic Report. Riyadh: Kingdom of Saudi Arabia.
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constraints resulting from rapid growth such as the lack of infrastructure and human
resources (Mashabi, 1995).

2-2-3 Therise of regional level of development planning

The preceeding review of the evolution towards establishing the nation-state in Saudi
Arabia, including its political procedures, governance structuring and development
policies, reveals distinctive features for the actual conditions that produced the current
reality. This reality involves the status of development as well as approaches of its
progress. Regional development has evolved both as a result of such progress and as a
mechanism that was adopted in a certain point within national development procedures.
From analysis of the chronology of relevant incedents and actions, it can be deduced
that there have been three distinguishable phases around specific milestones in the

country’s experience of regional development:

The first phase was the period before 1970: The initial step of recapturing the rule over
the city of Arriyadh in 1902 by the current royal family resembles the beginning of a
new era of governance that has developed gradually to take its current form. We saw
how some early political actions have involved spatial development policies during the
early establishment steps, i.e. building nomadic settlements starting from 1912.
Following the country’s official establishment in 1932, there were several attempts by
the Government to establish a national planning system. Consultations were sought
from international organisations in order to structure a proper system of planning that
could work for the country’s distinct conditions. Meanwhile, the regions had been ruled
autonomously for some period to allow the central government to become well
established (Mubarak, 2004a). There were various obstacles to be faced in the effort to
organise long-term strategies and policies for economic development. These were
mainly due to conflict between the central planning agency and other public
departments, lack of planning competence and qualified personnel within public
departments, and the chronic shortage of reliable information (Al-Kahtani, 2003); see
section (2-3).

The second phase was between 1970 and 1992. This phase began with the remarkable
production of the first national development plan of a five-yearly series (FYDP). The
national plans concentrated on programmes for building basic utilities and infrastructure

in the country, with a focus on a limited number of major urban settlements; see section
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(2-4). These development efforts were supported by the economic boom which started
in the 1970’s as a result of the high revenue from oil sales (Alkhedheiri, 1998).

The third phase was from 1992 until the present. The beginning of this phase was
marked with the launching of the Law of Provinces, which is considered by law and
administration specialists as one of the most important political decisions and one that
has had direct affiliation with the regional planning concept (Khashquji, 2002;
Mubarak, 2003). This law has structured the administrative and geographic framework
of regions and their development in the country. This period also witnessed the launch
of the NSS (2000). This strategy provides the institutional framework within which
regionalisation should take place; see section (2-5).

2-3 The establishment phase of regional policy development in
Saudi Arabia [1902 — 1970]

2-3-1 Underpinnings of spatial development

This initial phase, which could be traced back to 1902 and up to 1970 is considered to
be the period of formalising of the modern country’s foundations. It shaped the
approach and structuring process which formed the government system and its various
sectors and regions. A large proportion of the resources, however, were devoted to
establishing security and alleviating social problems, rather than being allocated to
development. Therefore government activities during this period were focused on
structuring the national governance system and establishing management agencies
(Garba, 2004). Among the governance strategies at this phase was localising the rule of
regions through the devolution granted to regions’ governors until the establishment of

the first central government in 1953.

Al-Hathloul and Anis-ur-Rahman (1985) have provided a description of the overall
evolution of urban and regional planning in Saudi Arabia, and identified a phase of
planning practice that started in the early 1930s as the beginning of development
activities. This phase was characterised mainly by the daily-basis handling of matters
of the nation due to the emerging social, economical and political requirements
following the establishment of the country. The pressing needs during that period
directed most development work to concentrate on physical planning (Felemban, 1976;
Bin-Obaid, 1992).

The first comprehensive regulative act that dealt with regions and local governance was

the Law of Governors and Administrative Councils (nizam alomara’a wa almajalis

Chapter 2 /[ 22



aledariah) that was established on 24™ February 1940. This regulation was meant
primarily to support the administration of remote areas in the newly established country.
The management of the regions and localities at that time pursued various forms of
institutional organization, which added to the fragmentation of development efforts
(Reshoud, 2000). Accordingly, explicit enforcement of the regional governance system
followed in 1963 with the Law of Counties (nizam almugata’at), which expanded the
responsibilities of governors of regions and localities to include economic and social
development (Royal Decree, 1963; Al-Hawati, 1986).

Along with the progress of the administrative organization that shaped the basis for
regional development in Saudi Arabia, there have been some efforts and initiatives to
support local development. These included some local experiments in projects
concerned with development and social services to target rural development in small
towns, where health, education, social and agriculture services were clustered in one
service centre. These were then organized through the Development and Social Service
Centres Act (1966)". Despite the limitation of sectors involved in these development
centres as well as their limited spatial diffusion, the concept was important for the
overall effort that was directed towards rural and community integration and
development (Khashquji, 2002).

A comprehension of the historical background during this period is important if we are
to understand the progression of administrative and overall socioeconomic development
(Chapman, 1974; Saleh, 1975; Abussuud, 1979; Saleh, 1981). Conclusively, the initial
phase (from 1902 to 1970) may be distinguished as the period underpinning and shaping
spatial development. Most of the regulations and development concepts that have been
adopted subsequently have their roots in this formation period. Principles have been

built and lessons learnt from experiments that took place during this time.

2-3-2 Avreview of the early practices of national and spatial development

The scenarios of initial establishment of any planning system usually carry a
fundamental impact on the resulting spatial framework and the adopted planning
practice. The case of Saudi Arabia is no different. It started planning for development
after the establishment of the first nation-state of its kind on its own territory in 1932, by
utilising the immense and highly valuable oil resources to distribute wealth over the

country’s vast territories (Mubarak, 1995). However, the engagement of development

13 Amended later in 28/5/2007.
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efforts could be traced back to the early stages of the unification of the country that
started in the 5™ of September 1902 by capturing the capital city of Arriyadh. This
point of departure was followed by a concurrent process of building small, scattered

settlements for nomads wherever they are located.

The Central Government, as a holder of the nation’s main wealth source, has taken
responsibility for developing urban settlements and creating job opportunities for the
population, thus making it the direct sponsor of urban development. For this reason
decision making in the country became restricted to central agencies beginning from the
mid-1950s. This, as Mubarak describes, was considered a transformation of the
prevailing traditional forms of local governance in urban settlements. Consequently, the
central institutional structure has expanded at the expense of local institutional and

economic structures in cities and regions.

In his deliberative study, Mubarak (2004a) reviewed national developments during the
growth of the modern country of Saudi Arabia, and pointed out how this impacted upon
spatial development. He explained how various local and international conditions have
affected the way that the government has chosen its development policies. Some of
these conditions were logical, when considering the natural setting of the country and its
social structure. Other conditions were enforced, either by constantly changing political
requirements or the availability of financial resources. The economic conditions
showed a pattern of ‘commercial dependency’, while there was a form of ‘subsistence
economy’, depending on traditional activities such as agriculture. After the discovery
and exploitation of the oil reserves, this dependency took the form of an ‘enclave
economy’*®. The author argues that this structure was due to dependency by the

national economy on oil production (Mubarak, 2004a).

In (1995), Al-Hathloul and Edadan reviewed the early development process in Saudi
Arabia, and showed that the Kingdom was facing challenges that are common in
developing countries, such as the need for a suitable institutional framework to meet its
urban problems. They also analysed the challenges that faced the country exclusively,
and commented on the centralisation of collecting and distributing resources which has
been a brake upon the financial and administrative independence of localities, and

prevented them from balancing their resources and requirements. Evidently, as Othman

14 . . . s .
An “enclave economy” is an economy that is based on a commaodity or activity isolated from the surrounding
circumstances, including other economic activities.
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(1995) emphasised, the successful instances of urban development are, usually, those

backed by special political support.

2 -4 Transformation phase for regional policy development in Saudi
Arabia [1970 — 1992]

The country’s long-term strategic development objectives were first formulated during
the preparation of the First FYDP in 1970, which established planning as the principal
tool for development in Saudi Arabia (Al-Salloum, 1995). Following several attempts
of organizing national development efforts, the government settled on adopting the five-
year plan as proposed by the UN experts. This model of planning for development is
based on combining each sector’s needs and priorities in order to produce collective
programmes that achieve national development goals. The application of this approach
was initially undertaken by the Central Planning Organization (CPO), but was soon
replaced by the Ministry of Planning (MoP)™. The new approach of development
planning, as well as the restructuring of the government by establishing new ministries
in the 1970s, comprised a transition point to the government in Saudi Arabia. Given the
importance of the FYDPs in the formation and guidance to development process in
Saudi Arabia, the following discussions explain further the mechanism and contents of

these plans both generally and specifically about regional development.

During this transitive period the country gained a perception of comprehensive
development planning; it was also a time that saw the first generation of regional plans
(Al-Hathloul and Anis-ur-Rahmaan, 1985). As one implication of the implementation
process of the first national FYDP (1970-1974) and as part of the preparation for the
second FYDP (1975-1979), the Ministry of Planning launched projects to undertake

regional development studies for the five regions then extant (Al-Kahtani, 2003).

Mashabi (1988) has provided a critical review of regional planning in Saudi Arabia
covering the 1970s and 1980s. He showed that regional planning experience in Saudi
Arabia started with physical regional planning in the early 1970s for all the regions,
comprising only five at that time. The next phase of regional planning was the
metropolitan plans of the late 1970s, intended for seven major cities. These seem to
have been driven by the need for more focused plans that could encompass the massive
development in urban areas, particularly due to the boost in government expenditure

stimulated by high oil revenues in the mid 1970s.

15 Established in 1975 and changed later (2003) to become Ministry of Economy and Planning (MoEP).
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These two national planning experiences raised awareness of spatial planning, and this
led to the establishment in 1975 of the MOMRA, which was a deputy ministry within
the Ministry of Interior. However, there were many limitations to its planning
performance:
“These included a lack of coordination between physical planning and
socio-economic planning, a piecemeal approach, inadequacy of public
participation, difficulties in the implementation process, lack of

vertical and horizontal coordination, lack of enthusiasm from local
authorities and shortage of skilled manpower.” (Mashabi, 1988, p.113)

As a result, after the establishment of MOMRA and by cooperation with the United
Nations Development Project (UNDP), a new series of comprehensive planning
emerged consisting of two main planning activities: the National Settlement Strategy™®
and the Regional Comprehensive Plans. The National Settlement Strategy was
launched to cover the period 1980-2000, in an effort to integrate all relevant aspects of
development within the settlements’ geographical settings in order to achieve

development of the country at the national, regional and local levels.

The Regional Comprehensive Development Planning projects were launched in 1982 as
one of the implementation tools of the National Settlement Strategy. The aim of these
plans was to facilitate the achievement of the national development goals to integrate
sectoral and spatial development, make maximum utilisation of all the resources of the
country, and to eliminate or at least alleviate regional disparities. The boundaries of the
regions were adopted from the available administrative divisions. However, only five

out of the 14 administrative regions had, by then, produced regional development plans.

Further, Mashabi (1988) concluded his research with a set of proposals for further

action. The two most relevant were:

1) The introduction of a Spatial Planning Act. Such an Act was necessary to define
the planning components, organise the relationships between them and establish

the relationship between the planning sectors.

2) The definition of planning regions. This was considered a major issue that
needed to be examined: whether the current administrative divisions of the
country were useful as a basis for defining planning regions. It would be the
basis for the necessary regional development authorities, aimed to organise all

regional development and to supervise local activity.

16 Adjusted and reproduced in the form of National Spatial Strategy.
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2-4-1 The role of industrial development

The concept of growth poles and development centres has provided the main tools of
policy adopted in the strategy for national development in Saudi Arabia. Industrial
development has been seen as the basic activity in proposed growth centres, and various
industrial activities have been introduced as part of the industrial development strategy
covering regional and urban space. These activities can be summarised in three
categories based on their type, as shown in (Table 2-1) below:

Table 2-1: Strategic features of different types of industries

Level Type Characteristics

Use the comparative advantage of the national natural resources (such
as raw materials, crude oil and heavy metals).

Products aimed for worldwide export more than the local market.

First Basic Their location depends largely on the location of raw materials, though

Industries it could be located for national developmental purposes (an example
being the city of Yanbu®").

They are strategic leaders as a growth pole or development centre (a
major example is SABIC™).

Depend for their raw materials on the products of the basic industries,
or agricultural products.

They mainly target consumers across the national regions to provide
Secondary | an alternative for imports. They also export to specified international

Industries | markets.
Their agglomeration areas work as an urban diffusion factor.

Second

The support and sponsorship of such industries lies in the Saudi Fund
for Industrial Development. This is the main financial support.

Their raw materials, if required, are mostly imported or obtained from
the products of secondary industries.

Target the local market directly.

Third Service : - . .
Ir Industries | Represent job creation centres, and are service providers more than the

product sector.

The financial support and sponsorship of such industries comes from
the Saudi Fund for Investment.

17 The industrial city of Yanbu was created as part of an ambitious national development project that included
building two industrial cities. The other twin city is Jubail on the eastern coast of the country near the oil fields. In
contrast, on the western coast and 1400km across the desert, where it is linked by three major oil pipelines from the
oil fields, Yanbu is home to three oil refineries and several petrochemical plants. In addition, it has strategic
importance as a substitute port for the crude oil export outlets on the eastern coast. It also uses the location advantage
of being close to the Suez Channel which gives it excellent access to European markets.

18 SABIC (Saudi Basic Industries Corp) is a diversified manufacturing company, active in chemicals and
intermediates, industrial polymers, fertilisers and metals. It was founded in 1976 to exploit Saudi Arabia's natural
hydrocarbon resources. It is the largest public company in Saudi Arabia, in which the Government owns 70% of the
shares. SABIC’s establishment has transformed the small fishing villages of Jubail on the Arabian Gulf and Yanbu
on the Red Sea into modern industrial cities. It now has a total worldwide employment of 16,000 people.
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Source: Adapted from Bena and Awad (1995).

These three levels of industrial activity are actually practised in different levels of space,
and therefore the scale of their impact on spatial development varies. This is built upon
the concept that economic polarisation has the capability to lead spatial polarisation.
Hence the result of the development of the first and second levels of industrial activity
in Saudi Arabia has been regional concentration'®. The third level, in contrast, has an
impact on urban diffusion depending on where it is located.

At the conclusion of their study, Bena and Awad (1995) confirmed that the industrial
strategy was successful in the early stages of development in Saudi Arabia, and could be
further used to support the growth strategy and to encourage development within
regions. They suggested that boosting the dynamism of industrial activities within
urban centres would allow other activities, with concomitant economic development, to
spread throughout the region and support less developed areas. Modern technology and
creativity could certainly be used for the same developmental purpose (Bena and Awad,
1995).

The current pattern reveals that industrial development is concentrated in the major
cities that lie within the most developed regions of the east-west axis. The
concentration on this axis employs the link between the ports on the east and west
coasts through the administrative capital city of Arriyadh (Abdelrahman and Al-
Muraikhi, 1986), which encompasses the head government agencies where the majority
of citizens work. Industrial development was poured into areas with naturally rich
resources, like the eastern region, as well as historically and culturally enriched urban
areas like the western region, or politically supported metropolitan areas such as
Arriyadh (Osailan and Sogreah, 1984).

Consequently, one justifiable result of this regional concentration of industrial
development has been the high ratio of job opportunities in the three regions medially
crossing east-west. Early urbanisation activities, including population and municipal
services, were concentrated where these new and higher quality jobs were located. The
numbers show that 75% of the budget allocated to municipalities between 1975-1988

went to urban areas within this axis (Al-Ankary and El-Bushra, 1989).

19 I would argue that the first level of industrial activities in Saudi Arabia, although having a high potential, has a
limited regional impact. | refer this to the poorly structured or practised coherence between economy and
administration on the regional level; i.e. the highest national programmes of industrial development have a large
potential role in balancing regional development, but in reality this is wasted due to the lack of a coherent
administrative structure and economic planning.

Chapter 2 / 28



2-4-2 General Attributes and Intentions of the FYDPs
2-4-2-1 First Development Plan (1970-1974)

The initial recognized development efforts in Saudi Arabia began with the first FYDP
(1970-1974). This plan concentrated on building the basic infrastructure by creating
water, electricity, telecommunications and health services, which consumed 50% of the
national budget. To facilitate the planning process, this plan divided the country into
five regions. In practice, planning efforts concentrated on three major cities: Arriyadh
(middle region, and the capital), Jeddah (a port in the western region) and Dammam (a

port in the eastern region).

2-4-2-2 Second Development Plan (1975-1979)

The strategy of the second FYDP (1975-1979) paid more attention to the development
of all the regions across the nation. Development programmes in the regions were more
obviously linked to the country's overall development through the government’s
developmental sectors, and the consequence was that developments were accelerating at
a pace sufficient to create an obvious gap between urban and rural areas. An organized
effort was proposed to ease the differences between the regions, and specifically to
promote a regional development strategy through the work of a ministerial committee
that asserted the government’s commitment to develop all the regions and rural areas in
particular. The government instigated a programme to provide basic services to all the
regions, especially health, social and transport services. The goals of the second FYDP
were expanded, thanks to the increase in the country’s revenues from oil exports.
During the life of this plan the budget doubled nine times, 49% of it being used to
complete the basic infrastructure. During this period many studies of the country’s
requirements took place, with recommendations for the establishment of new
governmental agencies to manage development programmes such as housing, industrial

development and development funds.

2-4-2-3 Third Development Plan (1980-1984)

The third FYDP (1980-1984) was rather oriented to generate changes in the national
economic structure. After providing for the appropriate development infrastructure, the
plans turned towards production, alongside the completion of the required public
services. More specifically, this plan expressed an intention to develop productive
sectors other than the oil industry. During the course of this plan the country witnessed

the expansion of educational, health, social and municipal services. It also saw the

Chapter 2 / 29



building of dams, seawater desalination plants, massive national highways, urban road
networks and civil aviation utilities, in addition to initiating production from
petrochemical factories, furthering the establishment of oil refineries and other national
industries. The government supported these developments, as well as others, either

directly or through dedicated funds for housing, industrial and agricultural development.

2-4-2-4 Fourth Development Plan (1985-1989)

The fourth FYDP (1985-1989) included a new set of goals to promote the development
of human resources, and concentrated on enhancing the economic level of production,
services and utilities provided by the government directly, such as education and
security services, or indirectly, for example electricity, transport and basic goods. In
addition, this plan aimed to reduce dependency on producing and exporting oil as the
main source of national income, and instead to continue efforts to make a real change in
the economic setting to a more diverse and productive base by concentrating on

agricultural, industrial and mining activities.

2-4-2-5 Fifth Development Plan (1990-1994)

The fifth FYDP (1990-1994) was a special case, because of the circumstances of the
Gulf War and the severe drop in oil prices. The situation led to huge constraints on
development, and adversely affected results. This is demonstrated by the fact that the
sixth FYDP (1995-1999) included, with only minor changes, the same goals and
policies as the fifth FYDP. Therefore we can proceed straight to the next FYDP period

without missing any significant additions to the development policies or achievements.

2-4-3 Regional Development in FYDPs
2-4-3-1 Regional Development in the First FYDP

The first FYDP (1970-1974) concentrated heavily on recommending basic studies or
programmes to implement specific projects providing basic services in a limited number
of major cities. The programme gave high priority to matters such as developing
sources of potable water and the provision of power supplies. The role of municipalities
was limited to keeping urban areas clean. The shortage of information and previous
studies, lack of experience and a long list of priorities were all significant reasons for

the absence of any proposals determining regional development.
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2-4-3-2 Regional Development in the Second FYDP

In the second FYDP (1975-1979), one of the three elements of the development strategy
was industrial development throughout the country by distributing productive
investment based on the natural and human resources in each area, applying social
programmes as required. It was at this stage that the planning agency divided the
country into sub-national regions (central, northern, southern, eastern and western
regions). This subdivision was merely for the industrial development strategy. In
general, the first two FYDPs encouraged population migration towards a limited
number of major urban centres, to provide a concentrated distribution of resources to

these localities.

2 -4-3-3 Regional Development in the Third FYDP

Regional development has been clearly stated as a strategic policy since the third FYDP
(1980-1984). It first appeared as a strategy to increase citizens’ participation in the
development process, and to secure their wellbeing. The objective of the regional
development strategy in this plan was to provide a subordinate level to the national level
of development, which was the only level of planning on which the government was
working. The regional strategy was intended to achieve more specialised development,
by organizing the activities of central government departments in the regions. It was
designed to be a framework to apply the national goals equally in rural and urban areas,

through linking development policies spatially.

In order to achieve the goals of the regional development strategy, the third FYDP
proposed a policy to create a system of national, regional and local centres. These
centres were meant to provide development services, and to collaborate effectively in a
hierarchical system to spread the benefits of development. This was also meant to be a
flexible system affording an upgrade to each centre demonstrating the potential for it to
become a higher-level development centre, interacting with development opportunities

and developing its resources.

Based on this system, local centres provide the services and organizations that local
communities require frequently. This centre is assigned according to the existence of
certain services and their capacity. The services here are exclusive of those considered
basic, such as electricity, water, sewage and transportation utilities, or even primary
schools and the local mutual society. The regional centre has the task of serving several

local centres, as it includes administrative and specialised economic organizations. The
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national centres, on the other hand, make available those economic and administrative
functions that concern the whole nation, and provide many specialised services but in
limited places. The national centres represent a focus for growth that is of national

importance.

2-4-3-4 Regional Development in the Fourth FYDP

The importance of regional development and planning in the fourth FYDP (1985-1989)
refers to one of the main goals of the overall development plan, which is strengthening
and supporting the regulatory framework and making plans based on the principalities
at regional level, improving the distribution of opportunities for production, and making
available the services that will help each region to foster its potential. One of the issues
raised in the plan was the importance of physical planning, for both urban centres and
regions based on the evolving administrative system (13 Principalities). The method of
regional development in this plan adopted as one of its main goals the necessity for
continuing to make changes to the basic structure of the state’s economy, in order to

establish a diverse economic base.

The Fourth FYDP, however, recognized that the objectives of a national economic
policy and those of regional development are not always compatible. Three potential

sources of conflict were identified in that period:

1) Conflicting development policies: the national strategy recognizes that industrial
growth is more efficiently achieved by concentrating industrial activities
together, to generate benefits in the form of common services and the
development of support industries. On the other hand, concentration of industry

contributes to regional imbalances.

2) Conflict because of the size of services: due to the population distribution across
the nation's vast area, the provision of even the minimum level of a particular
service may create substantial excess capacity and result in very low levels of
productivity. This would directly conflict with the national strategic goal of

ensuring efficient use of existing and new facilities.

3) Conflict because of time-span planning: short-term regional variations may be
the necessary consequence of pursuing a long-term development strategy in the

national interest.

While the fourth FYDP recognizes the potential conflicts between national and regional

policy objectives, it still looks to regional planning as a solution.
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The development plan linked the reasons behind the apparent disparities among the
regions to the scarcity of natural resources, and their concentration in limited areas of
the nation, which adversely affect the potential for development. In addition the rapid
progress achieved in specific places, through concentrating the investments of
development sources and then migration of affluence from rural areas towards certain
urban centres, has quickened the growth of unequal development between urban and
rural settlements on one hand, and between central and peripheral regions on the other.
As studies by the planning agency have shown (MoP, 1985-1989), the migration pattern
from rural settlements to urban centres within a region is greater than that of migration
between the regions. Accordingly the government determined the use of technological
enhancements to develop the agricultural sector, completing the infrastructural utilities
to support the industrial sector and expanding the coverage of public services to include

rural and peripheral regions as core strategies for development.

The main policies of regional development in this plan set out to expand and accelerate
the application of the development centres system, proposed in the previous plan as
urban growth centres. Another policy was to support the programme of village clusters
that was initiated by the MOMRA. The village cluster was meant to coordinate services
and help minimise costs, by collecting a group of villages into one cluster to integrate
with the development centres in terms of structure and role. Also among the regional
development policies was the continuation of urban planning work instigated at the
level of the administrative regions by MOMRA, in addition to surveying the regions by
the Ministry of Economy and Planning as a direct way of ascertaining the economic
potential and requirements for each of the main and subordinate administrative levels.

2-4-3-5 Regional Development in the Fifth FYDP

Regional development was prominent in the fifth FYDP (1990-1994) which stated
plainly that the achievement of balanced development and growth throughout the
country’s regions was a main goal of this plan, among the 13 main goals that directed
the plan’s policies and strategies. It also serves directly for one of the ten major
strategic foundations of the plan. The plan pointed out that the regional level of
development is the junction point of socioeconomic planning for the nation as a whole,
with urban planning for the local environment. It also stated that it was time to change
the previous approach of planning for sectors, which was affected by the extreme

centralization of financial and administrative responsibilities, and that the spatial
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dimension® should be given increasing importance in order to enhance the local

environment.

By this stage, the national government had increased the importance of regional
planning by spreading branches of public agencies throughout the 13 regions as an
evolution to the governance of the state’s territories. The public agencies, including the
municipalities, in each province became under the supervision of a principal governor
who should lead the organization of projects and determine their priorities. In addition
this FYDP activated the concept of development centres and village clusters, and the

adjustment of their boundaries to fit with the new administrative classifications.

2-5 Current phase of regional policy development in Saudi Arabia
[1992 — current]

The consecutive FYDPs have been progressing in terms of their exposure to wider
aspects of socioeconomic development in the country. Moreover, spatial development
has taken on increasing attention and regional development has become a constant
major element since the third FYDP. However, there was not a clear mechanism that
would allow such growing interest in these national plans to be implemented. Then
came the major evolution in the national government that brought into existence a new
layout for a regional form of governance, which could fill the gap of implementation
mechanisms. Among the major promulgation of the three constitutional laws?! in Saudi
Arabia, adopted March 1992, the Law of Provinces is prominent in structuring the
governance system that controls spatial development. It establishes a clear regional
level of governance that includes a set of localized institutional arrangements for the
purpose of achieving regional and local development.

The Law of Provinces (1992b) is considered to have been the most comprehensive
organising system for local governance in Saudi Arabia (Reshoud, 1999). It organised
governance into three main tiers, each with supervisory duties over development
progress. The most significant progress brought through this law is developmental
decentralisation, which allows principals of regions to contact central government
agencies directly over issues related to the development of their region. The law has

also widened the field of public participation through regional and local councils, which

20 Spatial dimension of development builds upon the territories as basis for the strategies and policies, as well as
upon a dedicated governance system that highlights the significance of space variations.

21 . . . -
These laws are: the Basic Law of Governance, Law of the Consultative Council (Majlis Alshura) and the Law of
Provinces.
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decide the development needs of the region and play the role of advocates for localities
against central government agencies. In practice such decentralisation is limited to
“socioeconomic development, i.e. not a political devolution” (Reshoud, 1999, p. 122).

Moreover, financial issues remain firmly with the central government agencies.

Despite these limitations of power, the new responsibilities of regional and local
councils required advanced technical and human resources. The requirements of the
Law of Provinces have been gradually adopted into practice as the new concept has
become understood by local personnel, and authority devolved by central agencies.
Mubarak (2003) considers the law to have been one of the most important political
decisions that have direct relation with the concepts of regional planning, as it provides
constitutional support for balanced regional development. The current arrangement of
regional development that is structured by the Law of Provinces® divides the country
into 13 regions, which are then further divided into 103 classified (A & B) districts
(Muhafadhabh).

Based on the new framework of governance brought by the Law of Provinces, central
government sectors have been ordered to rearrange their local branches in accordance
with the new division and classifications. The administrative arrangements establish
three tiers of development centres through which government and planning agencies

work:

- National centres, which contain central government agencies that supervise
services within each sector. This is also where national policies are produced

and the financial budget is decided.

- Regional centres, consisting of a regional branch for each services sector. These
are meant to be the main planning and executive units. The regional level also
provides a clustering unit for economic activities. The distribution of economic
activities within the regional space depends on feasibility, based mainly on the

volume of settlements and relations with other sectors.

- Local centres, which contain local services that people need on a daily basis.
Each might serve several human settlements, including any rural clusters within

reasonable proximity.

The size of local and regional centres varies, based on the available activities and the

social interaction in each centre. These activities may increase, leading them to expand

22 As amended in 17/9/1993
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and be upgraded to the higher level; this upgrade adds to a centre’s importance, gaining
it greater power and additional funding. This stimulates the social movement to

upgrade settlements, putting pressure on central government.

The other major evolution in the field of regional planning and development in Saudi
Arabia was the adoption of the NSS in 2000. This spatial strategy was intended to
provide a comprehensive framework for development policies in the national space
(MOMRA, 2000). As a spatial strategy, it tackles national development issues that have
been raised by the main national planning framework of FYDP and are related to
balancing development. It could also be considered an instrument to coordinate sectoral
goals of the national development plans on one side, and to link them with regional and
local plans on the other.

Nevertheless, there has been ongoing support from the UNDP? especially for the
MOMRA in the preparation of national and regional planning. This has included
updating the NSS to conform with the 2025 national strategic plan, as well as drawing
regional strategies to activate and strengthen the role of regional councils (Sarrouh,
2003).

2-5-1 The Current Planning System

Over the past four decades development planning in the Kingdom has developed
individual characteristics, with each plan being tailored to adapt to prevailing conditions
and to deal flexibly and efficiently with developments in the coming stage, thereby
paving the way for the next plan. Moreover, the MoEP added a long-term development
strategy in 2005 to provide a framework incorporating four successive FYDPs. The
concept of FYDPs is to draw up programmes for national development based on a set of
general goals and strategic principles provided by the government, while each plan
adopts objectives, programmes and policies to achieve substantial development at each
stage. “This approach combines the directive planning of government activity and
indicative planning of private activity within a framework of developmental paths and

the future vision defined by the long-term strategic planning.” (MoEP, 2010-2014a,
p.7).

Each individual plan encompasses the basic dimensions of development, which are:

2 . .
3 United Nation Development Programme
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1) The social dimension, with emphasis on developing human resources and
improving the social welfare of citizens through upgrading the health,
educational and cultural aspects of their lives;

2) The economic dimension, focusing on supporting the economic base,
diversifying sources of income, realizing balanced growth of the various
economic sectors, seeking optimal utilization of economic resources and

realizing high productivity within human and economic resources;

3) The institutional dimension, directed at increasing the efficiency of government
services by amending inadequate administrative regulations and rules,
restructuring some government agencies and establishing new ones in order to
enhance government performance and improve the productivity of government

agencies entrusted with serving the economy and society.

To realize the aspirations of its development processes the Kingdom employs both
directive and indicative approaches. The FYDP that provide guidelines for the plan
implementation processes represent the general framework for economic and social

development. The planning system in the Kingdom involves four major functions:
— Preparation of a long-term vision to direct the development process.

— Preparation of a regulatory framework to coordinate the development efforts of both

public and private sectors.

— Allocation of government resources according to the priorities of the socioeconomic

development plan.

— Support for macroeconomic management through periodic reviews of the
development plans’ policies and programmes, with assessment of their impact and
output.

The FYDPs are prepared according to General Objectives and Strategic Bases approved

24
I

by the Consultative Council® and the Council of Ministers. The major components of

planning documents comprise the following:

— Plan Document: This includes the quantitative and qualitative objectives of the plan
and the executive policies required to achieve them, as well as the programmes and
key issues at the national and sector levels of the economy over a five-year

timeframe. It represents a link in the long-term vision of the development process.

24 A council of 120 qualified members appointed by the King.
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— Operation Plan: A detailed plan for individual government agencies, which
comprises the objectives, policies and targets, provides analysis of the needs, key
issues and programmes, and identifies the financial and human resource

requirements.

— Regional Reports: Describe the socioeconomic conditions, the strategic alternatives
and the future development needs of the regions.

— Follow-up Reports: Prepared by the Ministry on a regular basis, they represent an
important aspect of planning and development management. Through such reports

performance is monitored, assessed and reviewed.

Although the Ministry of Economy and Planning plays the lead role in the process of
preparing and coordinating all sectors’ plans at the national level, other government

agencies and the private sector contribute to various stages of the plan preparation.

2-5-1-1 Multi-Year Planning Methodology

The planning methodology and process adopted in Saudi Arabia include the following

main elements:

— Planning approaches, which comprise appropriate methods, policies and

mechanisms required to achieve the planned objectives.

— Planning processes, which involve the participation and coordination of other
government agencies with the aim of reaching agreement on the form of
development policies and the priorities of development programmes in various

sectors.

— Technical tools of planning, including information bases and economic models as

well as data provided by field surveys.

a. Planning approaches

The successive development plans have witnessed significant changes in their approach
to planning, moving from the more restrictive approach towards a mixed one (Al-
Salloum, 1995). The first evolution was reflected by a shift in orientation in the first
three FYDPs from planning for projects to sector programmes, with the aim of
concentrating on the main outcomes of each sector and providing sufficient financial
flexibility for the government's development agencies (MoP, 1985-1989). The second
evolution appeared from the seventh FYDP which concentrated on the economic
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policies, measures and instruments that would ensure realization of the comprehensive
concept (investment, production and organization) of economic efficiency (MoP, 2000-
2004).

The third evolution expanded the planning approach, to include indicative planning for
the private sector in addition to directive planning for the public sector. In the indicative
planning approach, appropriate policies and alternatives are defined to create a
favourable investment climate for the private sector. This evolution in the planning
approach reflects the growing attention paid to the role of the private sector in boosting
economic development. The fourth evolution in the planning approach is characterized
by the increased attention given to the spatial dimension of development plans, using
analytical and statistical tools to realize a balanced development among the various
regions of the Kingdom. This shift has been in harmony with the progress of the
national economy, while the issues of development in the Kingdom's various regions

have received greater priority in the planning process.

b. Planning process

The following three elements comprise the planning methodology of the FYDPs (MoP,
2000-2004):

— Strategic Planning: Strategic planning provides a guide to expected future growth
paths (Kaufman and Jacobs, 1987; Mastop, 1998). However, such planning requires
the provision of a favourable environment for realizing sustainable development
aspirations in the long term (Friedmann, 2004). In this context, a chapter in the
Seventh Plan document provides a long-term perspective for the Saudi economy,
comprising a strategic vision consistent with long-term economic and financial
policies as a reference and upon which investment decisions in various economy
sectors can be based (MoP, 2000-2004).

— Directive Planning: Directive planning uses the operational plans of government
agencies as methodological tools for implementing their programmes and ensuring
their participation in realizing the objectives and strategic bases of the development
plan. This is practiced by applying economic and social policies designed to achieve
the planned growth targets at macro and sector levels, and the rational utilization of

economic resources.

Directive planning played an important role in accelerating the economic and social

development process during the first three plans. At those early stages of
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establishing the constituents of the modern state, the Saudi national government had
to undertake deciding, through the plans, and financing the entire development
projects. However, subsequent plans adopted both directive and indicative planning
approaches, after the growth of the private sector and the increasing importance of

their participation as a partner in the development process.

— Indicative Planning: Indicative planning aims primarily to encourage private sector
participation in achieving the plan objectives without prejudicing the private
investment objective of profit maximization (Balassa, 1990). Thus, indicative
planning guides economic policies (fiscal, monetary, trade and labour market
policies) towards the creation of a favourable climate for private investment, while
reviewing relevant rules and regulations with a view to streamlining procedures and

enabling the private sector to operate in a more free and flexible manner.

This planning approach has been found particularly useful in the FYDP due to the
improving economic environment, and changes at domestic, regional and
international levels: particularly the trends of globalization and privatization. That is
why ensuring an appropriate economic environment and an adequate institutional
framework for private sector activities is one of the most important aims of the
FYDPs. Thus, the Plan encompasses an integrated set of measures that continue to
enable the private sector to perform many social and economic tasks previously
undertaken by government: provided that such measures will result in actual benefits
in terms of cost reduction, improved performance and the employment of Saudi

citizens.

¢. Technical Instruments of Planning:

An integrated system of econometric models has been developed for the national
planning in Saudi Arabia , comprising four correlated models (MoP, 2000-2004). These

models are:

"Century Model"”, for long-term perspectives relevant to analyzing trends for
economic resources as well as long-term forecasts of demand for non-Saudi labour

under various growth rate assumptions.

— "Selection Model", for medium-term forecasts that help to identify priorities for

development planning with analysis of the implications of various policy options.

— "Implementation Model", for short-term forecasts relating to follow-up of the plan

implementation and identifying sector trends.
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"Oil Model", for projection of oil revenues and the preparation of alternative

scenarios for world oil market related forecasts.

The “Selection Model” and the “Oil Model” are used in the preparation of the ongoing
Plan. The “Century Model” is used as the long-term plan in the preparation of a long-
term perspective for the development of the Saudi economy. The “Implementation

Model” is used for follow-up and implementation of the plans.

2-5-1-2 Management of Plan Implementation

The management of plan implementation is an important part of the planning system,
and directly affects the realization of the plan’s objectives. In the light of rapid
developments and the inevitability of integration within the global economic system,
with its various dimensions and variables, the coming development stage requires
further emphasis on evaluating the effectiveness of policies in realizing socio-economic
objectives within the priorities specified in the plan. Particular emphasis is required on
evaluating the quality of public services and performance efficiency in the
implementation of programmes. To this end, work will continue on formulating a series
of criteria for measuring actual performance at both macro and sector levels. The most

important measures for managing the plan implementation are as follows:

a. Coordination between the Five-Year Plan and Annual State Budgets

A close relationship between the plan and the preparation of the annual state budgets is
crucial to the success of the plan implementation process. The recent Development
Plans emphasize the significance of linking budget allocations with the objectives and
priorities stated in the plan document, and the programmes and projects included in the
operational plans. The plan also affirms the importance of commitment to the plan

objectives and strategic bases in monitoring those programmes and projects.

b. Follow-up and Evaluation

The Ministry of Economy and Planning monitors the plan implementation process
annually, in collaboration with related agencies and according to certain regulatory
resolutions and rules. The completion of this follow-up process integrates both
macroeconomic and sector levels through specific data collection and processing, and
by reproducing these data in the form of information and indicators to achieve the

following:

— Ensuring the implementation process is in accordance with the plan objectives.
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— Addressing bottlenecks and other deviations from plan objectives, or difficulties that
have emerged during the implementation process: defining the nature of such

difficulties, identifying their causes and developing measures to overcome them.

— Carrying out detailed study and diagnosis of socio-economic conditions to generate

the most significant information and data to be used as inputs for the next plan.

¢. Coordination with the Private Sector

In light of the trend for government to support the private sector by encouraging its
entry into new economic activities, and removing obstacles that impede its
development, the recent Development Plan reaffirms the need for greater coordination
between the government and private sector through improved quality and dissemination
of reliable information and analyses concerning national economic performance, the
organization of meetings, conferences and symposia, and the preparation of studies
about investment opportunities by universities, research centres, other government

agencies or the Council of Saudi Chambers of Commerce and Industry.

d. Databases and Information Systems

The Ministry of Economy and Planning is developing databases and information
systems in order to enhance the management and follow-up of plan activities. It is also
improving the quality and scope of the socioeconomic data necessary for effective
planning, in cooperation with related agencies. Similarly, the development agencies are
strengthening their own databases and management information systems to meet the
needs of plan implementation and follow-up, as well as providing the Ministry of
Economy and Planning with data and information needed for the monitoring and

evaluation processes.

2-5-2 General Attributes and Intentions of the FYDPs
2-5-2-1 Sixth Development Plan (1995-1999)

The sixth FYDP (1995-1999) represented a move towards more qualitative
development and more functional policies. The qualitative development was
represented by the emphasis on the importance of science and technology, information
and the environment as priorities in this plan. The functional policies, on the other
hand, were represented by the emphasis on the need to reduce government expenditure
by increasing the role of the private sector in the national economy, in addition to the

emphasis on removing constraints that might impede the development of human
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resources and the employment of citizens. More issues were highlighted in this FYDP,
and one that arose as a priority for the first time was the need to support national
security and defence. The final element that was highlighted as a priority in this plan

was to expand the infrastructure to meet the increasing population.

2-5-2-2 Seventh Development Plan (2000-2004)

The seventh FYDP (2000-2004) highlighted issues which focused on the most
significant domestic and global issues and developments likely to be encountered by the
Saudi economy during the period. The general objectives and strategic bases of the plan
confirmed that priority was being given to the development and increased utilization of
human resources, in accordance with previous plans’ attention to this vital strategic
resource. This included the development of citizens’ abilities, upgrading human capital
skills, development of their productive capacity to deal effectively with various
technological developments, and the realization of their aspirations as the ultimate goal
of these developments. Similar attention was also given to the educational, health and

social sectors, with the aim of ensuring these basic services.

This strategic principle and its related policies constitute an important element of the
seventh plan’s strategy, aimed at preparing the Saudi economy endogenously to join the
World Trade Organization, and to consolidate the national economy in dealing with the
global economy®. The implementation of this strategic principle will lead to the steady
upgrading of Saudi work force skills through training and re-training, developing their
production capabilities and enabling them to deal efficiently with production
technologies and equipment in use, thereby enhancing the competitiveness of national
products in domestic and export markets through lower costs and higher quality. This is
intended to provide the Saudi economy with the flexibility needed to respond to changes
in the structure of domestic and global demand. Moreover, the instruments that are
used to implement this strategic principle could accelerate the process of replacing the
temporary foreign workers with Saudi citizens in the workforce, which is a pressing

goal for the government.

With respect to education and training services, as well as health and social services, the
objectives of the plan stress the need to develop such services based on accurate
quantitative and qualitative projections of population developments and their

geographical distribution.  Thus, a basic strategic principle states: “adopting a

25 See (Looney, 2004) for an evaluation of the impact of WTO on local economy in Saudi Arabia.
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population policy that takes into account quantitative and qualitative population
variables and their geographical distribution, and enhances the correlation between

population variables and economic and social development” (Royal Decree, 1999, p.8).

Since the Kingdom has already taken significant practical steps in its privatization
strategy that will encourage new dynamism in the economic environment based on
private sector initiatives to meet society’s needs for goods and services, the objectives
of the Seventh Development Plan assign special significance to the continued
implementation of the privatization policy in its various forms. In addition, particular
attention has been given to improving technological advancement and building a

national science and technology base.

2-5-2-3 Eighth Development Plan (2005-2009)

The eighth FYDP (2005-2009) emphasizes the importance of orienting its strategies to
achieve sustainable development. It sets out priorities for enhancing the quality of life
of the citizens, making job opportunities available, expanding the quantity and quality
of education and training services, and investing more in the empirical and
technological sciences as well as encouraging creativity and innovation. It aims to keep
pace with global economic and technological advances by diversifying the economic
base of the national economy, and enhancing the quality of its production in order to
support competitiveness and encourage investments. It also supports the selection of
promising manufacturing fields, and adding new service sectors. The move towards a
knowledge economy is also emphasized, with increased support devoted to research and
development. Along with the efforts of developing the sectors intended to build the
national economy, in the eighth FYDP attention is also paid to achieving a balance of

development between the regions.

The plan was prepared to accompany the move to join the World Trade Organization
and, hence, prepare for active cooperation with international conglomerations. It adopts
the approach of more regional consolidation, and greater involvement with the global
network of economic powers. In this particular aspect, this FYDP is considered the first
in a series of strategic moves for the national economy that will extend some twenty
years ahead. Thus it includes four consecutive versions of the FYDP in a way that is

considered an evolution in the procession of national strategic planning in Saudi Arabia.

The new approach of long term planning sets out to tackle the challenges of the coming

years with a more realistic allocation of policies that are closely tied to each of the goals
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of development. The purpose of developing this approach to strategic planning, by
considering a longer time scale, is to establish a realistic common vision for the next
two decades. The current national development plan provides a framework for the next
five years, to address the internal and external challenges that face the country; it also
provides an interval position from which to consider the various national and regional
strategies and policies that are relevant to the wider context of socioeconomic
development.

2-5-3 Regional Development in FYDPs
2-5-3-1 Regional Development in the Sixth FYDP

The sixth FYDP (1995-1999) developed from some significant changes at national and
international levels, which the plan considered and analysed thoroughly. Locally, three
important new laws were introduced: the Basic Law of Ruling® Law of the

1" and the Law of Provinces. The Law of Provinces aimed to

Consultative Counci
improve the standards of administrative work and development in the Kingdom. It
divided the country into 13 regions, with each region further subdivided into other
hierarchical classes. This new law requires each government agency to have a branch
located in the capital of each region, and to work in cooperation with the governor of
the province who is required to “work for the development of the region in social,
economic and urban terms” and “work for the development of the public services in the
region and enhancement of their efficiency.” (Royal Decree, 1992b, Article 7: clauses d
& e). The law also established a regional council, staffed by heads of the region's
official bodies alongside a number of local representatives. An important role was
assigned to the regional council in terms of regional development. It is entitled in

particular to:

1) Determine the needs of the region and propose their inclusion in the State's
development plan.

2) Determine what projects are useful, arrange them in order of priority and

propose their adoption as part of the annual State budget.

26 The Basic Law set out, with remarkable clarity, the basis on which the Kingdom is governed, and the rights and
obligations of both the state and the citizen. It is considered the first law to formalize the principles underlying the
traditions which have been used in the Kingdom.

21 The Consultative Council may express its opinion on the general policies of the State referred to it by the King.
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3) Study the region's urban and rural organizational layouts, and follow up their

implementation after being adopted.

4) Follow up the implementation and coordination of those parts of the

development and budget plans related to the region.

Each governmental agency which maintains services in the region is required to inform
the regional council about the projects allocated to it in the national budget, and also

what has been decided it will receive under the development plan.

As for international conditions, the development plan faced some significant changes on
the international economic level. The oil market has encountered a long period of
instability and much fluctuation in prices, which has directly affected the state’s
financial resources. Moreover, this development plan recognized the international
phenomenon of international networking and organisations that have developed
between main world economies in the form of unions or various other types of
cooperation, such as World Trade Organization and G-8. These forms of geographical
cooperation and institutional arrangements have become essential to face economic
stagnation and high competition, which generated concern about protectionist customs
procedures. This was a major motivator in the increasing importance of multilateral
trading agreements, mainly GATT which developed into the World Trade Organization.
The other point that this plan highlighted is that scientific and technical superiority is

now not based merely on the existence of natural resources.

The sixth FYDP demonstrated that development planning in the country "is based on
comprehensive planning of all sectors of the national economy and of each
administrative region, thereby taking into consideration regional development needs
through the government agencies which advocate regional aspects in their development
plans." (MoP, 2000-2004, p. 367). The plan put a greater emphasis on regional
planning in solving the problems of inequality between urban and rural areas. Putting
forward development strategies to deal with the issues that face each region was
identified as the main purpose of regional planning, narrowing the differences between
regions by providing services for their populations and by exploiting the relative

advantages of each region.

Based on the plan, the new regional law provided a spatial and regulatory reference that
facilitates planning facilities and services through the hierarchical classification of 13
regions and their 103 subordinate counties. Following this spatial organization, it

appeared that the next necessary step by the agencies involved in regional development
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would be to synthesize the detailed framework of the complete regional planning
process through administrative coordination, setting forth mandates and criteria for
preparing regional studies in terms of content and scope, in addition to technical
attributes. So we can see that the policies set by this plan for regional development
concentrated on establishing an appropriate basis upon which to implement regional
plans in a form that would work within the new regulations. This included reviewing
the system of development centres and village clusters. The plan also stressed the
importance of data as a vital tool for spatial planning. It recommended the
establishment of regional information centres, and unifying the technical aspects of

regional planning data.

2-5-3-2 Regional Development in the Seventh FYDP

The seventh FYDP (2000-2004) called for the reactivation of the development centres'
role in identifying appropriate locations for public and private investment within
different cities and villages, by taking advantage of the existing and planned
infrastructure. It also began to deal with the symptoms of the differences in the
availability of job opportunities, high quality infrastructure, facilities and services
between the country's major urban centres and its rural communities. The plan stressed
the need to intensify efforts to collect and analyse data, in coordination and cooperation
with all related agencies. Such efforts were considered vital to improving the planning
process and identifying the priorities for development in the various regions of the
State.

To address the technical, economic and social dimensions of the issues raised, and to
achieve the objectives of this Development Plan for better distribution of national
resources, an integrated regional development strategy was proposed comprising the

following objectives and policies:

a. Objectives:

Regional planning efforts should continue to achieve balance and integration between
economic development and the provision of basic services to citizens such as education,
health, water and energy. The main objectives of regional development during the
Seventh Development Plan were:

— To reduce internal migration, which has an adverse impact on major urban centres.

— To protect the environment, preserve bio-diversity and implement national and

international environmental standards.
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— To develop, organize and coordinate economic activities at the regional level, to
ensure optimal utilization of economic resources based on the comparative

advantages of each region.

— To enhance the role of development centres and enable them to contribute to the

development of the various regions of the Kingdom.
b. Policies:

To achieve the objectives of regional development, the following policies should be

adopted:

— Enhancing the efficiency of infrastructure and services in rural areas in order to

reduce migration from these areas to the urban centres.

— Encouraging Saudi citizens to take up employment in rural areas through the
provision of rewarding job opportunities, material incentives and appropriate living

conditions in these areas.

— Establishing information centres in the regions and developing a mechanism for
updating the information on a regular basis.

— Encouraging the private sector to invest in regions that have comparative advantages
needed for production projects.

— Encouraging the private sector to increase its investment in different regions and

identifying appropriate investment locations through the development centres.

2-5-3-3 Regional Development in the Eighth FYDP

The government has continued to raise its interest in narrowing the development gap
between regions, with the achievement of spatially balanced development as a general
strategic goal in its agenda as stated in the eighth FYDP (2005-2009). Moreover, the
plan emphasized that achieving balanced development should go beyond the provision
of services and infrastructure to building production bases that stem from indigenous
resources. It also emphasized the need for a national strategy that aimed to reduce
inequality between the regions, through encouraging private sector investment in less

developed areas.

The demographic and economic indicators in Saudi Arabia still show a mismatch in the
distribution of resources between and within regions. Living conditions in general, and

the available economic opportunities in specific, determine to a large extent the trends
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in population movement. Thus it may be clearly seen that three out of the 13 regions
have been witness to large population growth due to migration throughout the
successive years of development planning, and now contain 64.5% of the country’s
population (Department of Statistics, 2004). Migration has also been out of balance
within regions as people have moved from villages and small towns to larger centres,
and this has contributed to the greater concentration of people in large cities. The
example of the Arriyadh region shows that the two largest cities are home to 82% of the

region’s population (Department of Statistics, 2004).

The geographical distribution of economic activities, on the other hand, reflects that of
population and is concentrated in three major regions: Arriyadh, Makkah and the
Eastern Province. They together hold 74%?® of the businesses operating in Saudi
Arabia and 86%% of industrial plants®®. The detail in these types of economic activities
indicates another gap. The eighth development plan states that one of the main reasons
for the apparent disparity between regions was the imbalance between productive
sectors. The indicators show that the number of industrial jobs per 10,000 people varies

between 237 in Arriyadh Province to only 7 in the Northern Borders Province®..

The eighth FYDP aimed to establish new economic development axes across the
regions of the country. By these axes it would seek to tackle the concentration of
development in main cities, and the spread of urban problems which affect the quality
of life there. The plan for these considers the available and potential resources to be
found within localities. In terms of the regulatory structuring that goes side by side with
physical planning, this stresses the importance of continuing the devolution of power to
local administrations in the regions to accompany the general trend of expanding
participation in the development process. Accordingly, the strategy of regional

development in the eighth FYDP sets out four general goals:

— Reducing disparities in living standards and levels of economic activity between

regions of the country, within a balanced regional development framework.

— The provision of basic infrastructure and public services to all regions, with special

attention to small communities.

28 Source: (MoEP, 2005-2009, p. 224)
29 Source: (MoEP, 2009, p.292)

30 Data about the added value of these activities would be more informative, but unfortunately is not available at the
regional level.

81 Source: ibid
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— Establishing new axes of economic development away from major cities.

— The gradual shift to administrative decentralisation, and supporting the role of
regional and local governance (MoEP, 2005-2009, p.37).

The future vision to develop the regions reflects the long-term perspective of the
national economy. The structure of regional development is based on the NSS that was
adopted in 2000. The balanced structure of growth centres and development axes
allows for the sequencing of roles within local communities; this should allow small and
medium-sized cities to contribute to the development process, and catch up with the
spread of development along the assigned axes. The mechanisms that were set for the

achievement of this vision were stated as:

— Activating the development role of regional councils, as part of the gradual shift
towards decentralisation. This does not mean eliminating the role of central
government agencies, as they maintain supervisory and coordinating functions on
the national level. Such tasks require the availability of updated databases on the

regional level.

— Enhancing living standards for citizens across the regions, through a national
strategy that includes housing, health, education and infrastructure. This was placed
in the national strategy to reduce unemployment and to combat poverty.

— Striving towards sustainable development in all its dimensions (economic, social
and environmental) which require, among other things, the private sector being
encouraged to locate projects in less developed regions. This would require working
on the comparative advantages of each region, developing them into competitive

advantages while generating and maintaining policies for environmental protection.

— Measuring the disparity between regions in services and activities, and monitoring
them through “regional development indicators”: an important planning tool that can
help local development authorities to identify and prioritise alternatives that bridge

the developmental gap, and direct investment to the most needy areas.

2-5-4 National Spatial Strategy

In the mid 1980s, MOMRA began to develop significant work on reducing regional
disparity with regard to development prospects. This initiative took the form of a
National Settlement Strategy (1980-2000) as an attempt to organise population

distribution and integrate the regions’ contribution to the national economy (Mashabi,
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1995). The actual adoption of the strategy was delayed then amended to become the
NSS, and was recognized by the Council of Ministers (Cabinet decision No. 127
dated 28/8/2000). It can be considered, being both documentation and analysis, as the

first official effort to deal with the urban layout of the nation as a whole.

The NSS is a long-term policy guideline aimed at providing a regional perspective in
the development process, in an attempt to solve apparent regional disparities and to
promote reconciliation between efficiency and equity in the distribution of development
resources (Mashabi, 1995). This major aim makes it a tool to facilitate implementing
the general strategic goals in the National FYDP. It sets out broad guidelines for the
country's spatial development, and provides a spatial dimension for policies relevant to

various sectors of development.

2-5-4-1 Specifications of the NSS

a. Purpose of the NSS

The NSS addresses several issues representing future challenges for the spatial

development of Saudi Arabia. These issues raise the following major questions:

- How can Saudi Arabia accommodate the projected increase in the population within

the territory?

- What is the nature of the existing urban system, and what would be the most viable
system capable of absorbing the projected increase in population together with and

their supporting economic activities and requisite services?

- What policies need to be undertaken to facilitate sound decision making, with
respect to improving the hierarchy of urban settlements and improving functional

linkages between its components?

b. Focus of the Strateqy

The NSS provides a framework for local and regional development strategies in a
manner that assures balance and compatibility between national planning which is
sector-oriented, and local planning which is physically oriented. MOMRA specified the

main elements for which the strategy offers guidelines, as follows:

- Ways of effectively maximizing the use of available resources, and concentrating on
the best utilization of the services and infrastructure already available in the different

regions.
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Means of directing the development of the infrastructure and public services, in
addition to directing private investment in productive projects towards less

developed regions in order to reduce regional disparity through growth centres.

The opportunity to maintain efforts to diversify the economic base of Saudi regions

based on their productive resources.

Means of achieving spatial compatibility between the nation’s regions, especially

peripheral regions, and supporting the functional linkages between all the regions.

Identifying growth centres that work on coordinating development efforts and
achieving a balanced distribution of the population and activities in the national

space.

¢. Output of the Strateqy

The NSS is meant to outline the desired future settlement pattern, spatial distribution of

the population, and supporting services and economic activities within the national

territory. More specifically,

The strategy defines the broad, flexible long-term framework within which spatial

development policies will be followed.

It defines the sectors’ development policies to be adopted for promoting an inter-

regionally balanced pattern of development.

It provides the framework necessary for coordination among concerned agencies to

facilitate spatial integration in the implementation of policies.

2-5-4-2 Conceptual Structure of the NSS

a. Methodology for preparing the strateqy

The NSS was prepared following four major stages:

1. Learning from theoretical models and applied studies:

The strategy was based on studying theoretical urban development models, and

evaluating examples that have been tested in various countries.

2. Studying existing conditions:

The strategy analyzed the current situation in terms of the opportunities and

limitations of development in all the Saudi regions, in order to determine problems
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and the areas with potential. The factors analyzed included the main themes of

population, water resources, industry, transportation and public services.
3. Building alternatives:

Two long-term goals were selected upon which to draw alternative options for a
spatial development strategy: efficiency in utilizing resources, and equity in
distributing development opportunities among the people and regions. Accordingly,
two alternatives were developed, each reflecting one of the stated long-term goals.

4. Designing the Strategy:

After evaluating the ideas that arose from exploring the alternatives, it became clear
that each alternative proposal on its own would not form the basis for a
comprehensive spatial strategy; it was decided that the strategy should be a

combination of the two approaches.

b. The Time Frame of the National Spatial Strateqy

The strategy realizes that inter-regional disparity in development is cumulative, and an
outcome of long-term factors; correcting these imbalances can only be achieved in the
long term. The length of time necessary to realize the objectives of the strategy will
depend greatly on the level of resources allocated periodically for development projects,
necessary for rectifying regional imbalances and producing efficient coordination
among execution agencies. The strategy proposes that it is to be implemented within
the framework of the FYDPs. During each plan a set of growth centres will be selected
for intensified development effort. As a long-term strategy, periodic updates are

expected in order to reflect changing priorities.

2-5-4-3 The general concept of the National Spatial Strategy

The concepts of the strategy are based on a theoretical analysis of urban development
models, and a critical study of other examples applied in various countries. In
reviewing studies of urban development policies, the analysis found a positive
correlation between rates of growth in national income and the population concentration
in major cities (Mera, 1973). Yet, "not merely urbanization as such but a particular
pattern of urbanization is associated with economic growth™ (Hoselitz, 1960, p.218),
which attributes particularly industrial progress to the existence of a system of cities.
Other studies agree about the existence of a positive relationship between economic

development and levels of urbanisation, but not necessarily with the concentration of an
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urban population in a limited number of cities (Berry, 1961). Moreover, Corbin (1982)
argues that the concentration of an urban population in a limited number of cities is
neither a necessary nor sufficient condition for economic growth. This implies the need
for a balanced system of urbanisation that achieves the requisites of efficiency by

supporting large cities without falling into the trap of primacy.

Researchers (Friedmann, 1955; Hoselitz, 1960; Rodwin, 1963; Linsky, 1965; El-
Shakhs, 1972; Friedmann, 1972; Soja and Tobin, 1975; Wheaton and Shishido, 1981)
attribute primacy to collective factors that are not necessarily related to economic
growth but also to social dynamics, public investment and industrial policies that
concentrate upon a limited number of cities, which end up creating growth poles®. The
NSS concluded that two main models would promote the efficient and balanced

development within the national territory:

- The first model, utilizing resource efficiency, approaches development by reducing
the pressure on the major cities. There are two methods commonly identified with
this approach: one is the concept of Satellite Towns, the other is Urban Counter-

magnets.

- The second model adopts equitably distributing development opportunities and
approaches development through the balanced regional distribution of urban
development. This is identified as directing public investment in development
towards remote areas, away from major urban agglomerations, by supporting

regional and local urban centres spread throughout the national territory.

The chosen approach was to balance the advantages of these two models to combine
their output goals: efficiency and equity. The proposed strategy was laid out to direct
development ingredients toward an identified set of urban focal points, along emerging
development corridors that link fast growing urban areas and peripheral areas. This
process was chosen to help harness the positive aspects of fast growing areas to benefit
lagging adjacent areas with growth potential.

Therefore, the policy was to direct development investment towards small and medium
cities that exist in between larger cities. These urban clusters would form nodal points
through which developments would interact in corridors along the national space
(Darwent, 1975). The advanced inter-regional road network already in place was

believed to facilitate this process. These choices stimulated some further survey of

82 See section (3-5) for elaborations about Growth Pole model.
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theories and models of regional development for this research; see Chapter 3. Figure

(2-2) shows the proposed development corridors in the NSS.

Figure 2-1: Proposed Development Corridors in the National Spatial Strategy
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2-5-5 Critique of validity of regional development policy

In their 1995 study of regional disparities in the provision of health and education
services in Saudi Arabia, Berch et al. (1995) proved that both quantitative and
qualitative disparity between the nation’s regions were apparent. The spatial analysis of
service distribution showed that there was also disparity within each single region,
between urban and rural areas. The authors explained the geographical factors that
militate against equal distribution of such developmental services: these included the
location of some of the peripheral settlements, far from the major urban areas, in
addition to their sparse pattern and habitation. They also highlighted other reasons for

the disparity, confirmed by other studies, such as:

1) The rapid building of infrastructure in a limited number of cities during the
initial development phases when financial resources became available to the
national government because of oil production, during which proper planning

was neglected.
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2) The shortage of data about the regions, these being needed to estimate and plan

for services.

3) The lack of qualified human resources in the area of planning for public

services.

Frisbie, in his comparative study (1995), reviewed the development and urbanisation
patterns in Saudi Arabia and concluded by raising questions about the validity of the
practiced policies for the development goals of all the regions, especially those related
to future urban development and population distribution. He pointed out that
concentrating urban growth in a limited number of large cities might be an indication of
problems, constraining the achievement of a balanced economic development over the
country’s regions (Frisbie, 1995). He pointed, also, to structural and technical
limitations on the national, regional and local levels that have hindered the
implementation of development strategies. This has limited the plans and projects of
the governmental agencies to the allocated annual budget; in turn this has raised the

reliance on individual ‘project planning’, depriving the development of coherence.

Al-Hathloul and Edadan (1995) have also raised questions in relation to the main issues
that would warrant further research. These questions are: Should central government
continue financing infrastructure projects in cities, or should such decisions be left to
the regions and localities to decide? What is the required level of financial
independency for the localities, if they alone are to tackle self-development? Should the
private sector be invited to participate in financing these projects, and what steps should
be taken to encourage such investors to do so? These questions raise possible options
that are worth considering in any evaluation of the role of regional policies in local

economic development.

In another study of experiences of urban planning in Saudi Arabia, Edward Lynch
(1995) analysed the factors affecting planning activities and came up with specific
points of weakness in the area of implementing plans and strategies. First is the unclear
delegation of planning functions. This is represented clearly in the multiplicity of local
implementing bodies (the county office, municipality and the branches of central
ministries), each with its own goals, and which might in some instances be
contradictory. While the recent Law of Provinces has provided a description of
administrative units in the regions, there has been no clear depiction of the functional
relationship between the county office and municipality. The second weakness is in

collaboration between developmental sectors. Lynch referred to the fifth national
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development plan (1990-1994), which indicated that urban planning requires more of
the measures and regulations that organise the procedures of approving and
implementing plans in order to avoid the duplication or omission of service provision in

some places.

The third weakness is in the tools controlling development at the local level. This
indicates the limitations in local municipalities’ authority. An example of this is that
municipalities currently do not review other government agencies’ projects, nor do they
exercise their authority over issuing permits for them. A fourth weakness of planning
practice in Saudi Arabia is the absence of local participation in the process of preparing
plans. The absent participation is not only that of the public, but even local planners are
absent in most cases as planning for localities is usually undertaken by private
consultants, most of whom are expatriate professionals. The last apparent weakness in
planning practice is related to the institutional structure upon which planning is
practised. This appears as deficient planning regulations, disorganised relationships
between the various sectors, an inefficient functional structure within the hierarchy of
municipalities, and the administrative structure of executive bodies within one region or
locality (Lynch, 1995).

Othman (1995) has pointed directly to one of the challenges facing urban planning in
Saudi Arabia, which is the concentration of planning efforts at only national and local
levels. This is despite the fact that the national development plans have highlighted,
since their third phase in the mid 1980s, the need for deliberation on regional planning
to organise priorities in the development process while balancing its progress
throughout the regions. Mubarak (2003) also suggested that effective coordination
among the national, regional and local levels of planning still requires attention.
Regional planning in particular is an important tool in utilising regional resources, and
how best to achieve national gains with minimal negative effects. This could be
acquired by optimally utilising national resources, planning for expanding services and
coordinating public developments. National and urban planning in Saudi Arabia is still
mainly undertaken by central government, with the local level playing only a very
limited role. Moreover there remains some dependency on imported development

models, mainly western, for development planning.

As for the local level, Mubarak (2004b) has criticized the municipal system in urban
areas. He has shown how municipal planning is limited by several royal decrees dating

back to 1976. Central government still maintains full power through its centralised
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ministries; the political structure has no tradition of autonomous local government, and
hence local municipalities have limited financial power. They cannot retain even small
amounts of revenue to spend locally, because all government agencies at every level are
required to return any collected fees to the central Ministry of Finance. It would be then
justified, in the case of Arriyadh, to consider the “inflexible political culture that fails to
engage with and lead communities as one of the key obstacles to good governance” of

the region (Arriyadh Development Authority, 1999, p.3)

The role of secondary cities® in spreading development across the national space in
Saudi Arabia has been comprehensively evaluated in a study that promoted it as an
instrument of spatial development. Alkhedheiri (1998, 2002) revealed that while
secondary cities in Saudi Arabia have a potential role in balancing development
spatially, they have not been used for that purpose despite the availability of indigenous
resources. In fact, national investment policies appear to have been the main cause of
their marginalisation. The important role of secondary cities derives from their spatial
functions. The first stated function is the secondary cities’ own development, which
represents decentralisation. Their second function is the potential spread or trickle-
down effects that will benefit small towns and rural areas respectively. The third
potential function of secondary cities is retaining population and attracting migrants,
which could make them magnets to counter the expansion of large metropolitan areas
(Alkhedheiri, 1998).

Mubarak (1995) concluded by calling for citizen participation in the role of localities as
a solution to inefficient urban growth and in order to support urban economies. He
proposed a gradual delegation of governance and financial authority to regional and
local bodies. Such decentralisation procedures, he hoped, would promote local
governance in complementing the national planning goals (Mubarak, 1995). However,
to date this has not happened: but there has been a very slow movement towards public
participation, mainly through the enactment of half-elected municipal councils in 2004.

2-6 Conclusion

The need for resource planning in Saudi Arabia came with its rulers’ efforts to establish
the foundations of a new countryat the beginning of the twentieth century.
Development policies emerged as tributary activities to the political work. They might

not have fallen within an institutional framework at that stage but were certainly

33 Small and medium size cities, as oppose to primate ones.
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available to support early developmental goals, e.g. the establishment of population
settlements in 1912. The establishment of the first nation-state in the territories of Saudi
Arabia also brought some challenges, given the geographic, social and economic
characteristics which influenced the pace of socioeconomic development and the layout
of the spatial structure. However, the beginning of oil production shortly after the
establishment of the country supported the rulers’ position and gradually allowed them

to build a structure for the state’s institutions.

It might fairly be said that the two decades following the establishment of the country in
1932 provided a period of internal consolidation while gaining an international
foothold. During this period the country concentrated on foreign affairs and internal
security. Regions and localities were managed in a traditional, delegated manner, with
no planning or significant economic activity. The formation of the first Council of
Ministers in 1953 denoted a new period of bureaucratic government in Saudi Arabia. It
resulted in a central system of governance, with executive branches for some sectors at
local level. Subsequent efforts have been made by the government to formulate rules
and create an administrative structure to provide a system of management and

development in the country.

Subsequently, the adoption of the FYDPs approach for national development that
started in 1970 signified a new stage for the organisation of the country as a whole.
These periodically-produced plans were meant to work as a way to organize state
spending policies, underpinned by oil revenues, across development sectors. This
systematic documentation and planning of socioeconomic development allowed the
government to achieve focused development in the major cities. It also revealed the
need to consider the spatial dimension in the development planning process. This
appeared in the third FYDP (1980-1984) which included regional development as a
strategic policy. Cumulatively, the government started to formalise a national strategy
to develop the spatial framework from the mid 1980s. The latest outcome of these

efforts appeared in 2000 with the endorsement of the NSS.

The NSS provides a general spatial layout for the country that could be used as a
framework for regional development planning, this being confirmed as missing by
several critical studies (Berch et al., 1995; Mashabi, 1995; Al-Kahtani, 2003; Mubarak,
2004a). The proposed corridors of development and growth centres represent the
physical layout to guide regional planning with supporting sectoral development

policies. The NSS could be used to guide regional development planning as a
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requirement for delivering development to localities, while also being used to organise

sectors’ development policies along the spatial layout.

Despite the significant role of the NSS as a nationally endorsed spatial plan, the
promulgation of the Law of Provinces in 1992 make a more significant addition to the
progress of national and regional development policy. The Law of Provinces
represented a turning point in terms of the new governance structure in that it has
brought for the first time a sub-national form of governing bodies. These are the
regional councils that are entrusted with the spatial and socioeconomic development of

their delineated territories.
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Chapter 3

Regional Development Theories

3-1 Introduction

The conceptual field that contains the issues of regional development is not clearly
defined (Dawkins, 2003). The multidisciplinary nature of regional development theory
has contributed fundamentally to the spread of its literature across various fields; it is
usually the departure point of the speciality that determines the orientation and focus of
the regional development study. Geographers initially dealt with regional development
as a scale of arranging resources in a space, through a variety of scales from local to
national scales (Morris, 1998). Economists became interested in the growth of regions
after the importance of the spatial dimension in economic development was recognised
(Jensen, 1996). Later, the topics of regional growth and development were
“investigated by sociologists, political scientists and researchers from other social

science disciplines.” (Dawkins, 2003, pp.132).

The research problem, after illustrating the regional development structure in the case
study, has directed the conceptual framework of this study towards regional
development theories, policies and planning. Taking spatial planning as a departure
point for development, concepts of regional development theories would be a mixture of
geography, spatial economy, politics and social formulas (Friedmann and Weaver,
1979). This chapter will provide an overview of the theoretical debates that adopt
regions as units of the spatial economic development. Accordingly it starts by
clarifying the meaning of region, and its associated disciplines as well as some
administrative and political variations. Another part of the definition is devoted to
clarify the meaning of development as a variance from merely growth. The chapter
proceeds with a review of the fields that deal with studies of regional development. The
relevant actual models of regional development are then laid out over three groups of

collective concept classifications.

The first group is models and theories of growth and development through inter-
regional economic exchange. It contains models of interregional convergence, location
theory and regional science, external economies, spatial competition and central place
theory. The second group is devoted to development theories that involve significant
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factors other than those of pure economics. These include theories of regional
economic convergence, theories of regional economic divergence, structuralist theories,
and political institutions and regional economic development. The third group of
regional development concepts is for those more recent models which reveal and
emphasize the role of geography and human resources. These include the role of

culture and human resources, geographic resources and territorial innovation models.

3-2 Definition of the Region

Before elaborating on the various concepts that establish the processes of achieving
regional development, we need to review whether these various concepts are based on
the same definition of the region. It has been shown that theories of regional
development are not in agreement over the definition of regions. That is, while some
theorists accept the existing setting of geographic and economic units as regions, others
have their own definitions and conditions for what comprises a region (Dawkins, 2003).
Therefore it should be noted that the definition of regions is part of the conceptual
drawing of assumptions in each theory that tackles regional development. Additionally,
clarifying the framework that defines a region and its boundaries is essential to the

selection of tools for analysis and development of instruments for the region.

Some concepts define a region as a system of hierarchical orders of cities and towns that
are bound by the market area of the different goods offered by the city. That is the
spatial structure, within which cities depend on others of higher order to import goods
makes up a region. This definition was drawn by Christaller ([1933] 1966) and Lésch
(1954) in their Central Place Theory. While this definition depends on the goods-
market, another concept builds its definition on the labour-market. Brown and Holmes
(1971) define the “nodal” region as bounded space that has a common functionality
around a single dominant node. Another explanation by Richardson states that
“Population and economic activities ... will be concentrated in or around specific foci
of activity, i.e. cities and towns.” (Richardson, 1973, p.7). A similar idea extends the
definition of the nodal region to include polycentric regions, where several nodes might
exist in a region (Richardson, 1979). This concept has been used to produce what has
been called a “functional economic area”, as proposed by Karl Fox (Fox and Kumar,
1994), which attributes the dominance of a central place over the surrounding periphery

to the spatial dependence of workers on adjacent employment centres.
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In an effort to overcome the contradiction between the economic-based definitions of
regions, whether market- or labour-oriented, with the political and administrative
divisions’ boundaries, some models have been developed to combine them in a clear
delineation of ‘regions’. The United States Census Bureau developed the MSA unit, the
Metropolitan Statistical Area that is based on the commuting patterns in an urban area
with consideration given to the counties’ boundaries. Regions could be basically
delineated as a homogenous grouping of the administrative units that share a common
internal factor, such as income or labour specialization. “Planning regions” have also
been proposed (Richardson, 1979) where the regions’ boundaries do not necessarily
contain unique environmental or geographical characteristics, but are territorially
delimited toward development. Therefore, Institutional Economics and the Growth
Machine literature apply this approach when seeking to define regions as an
intermediate space of institutional interaction that work for local advantage (Hirst, 1994;
Amin and Thrift, 1995; Storper, 1997; Amin, 1999).

Another approach suggests considering the interdependence between natural resource
systems and human populations. One example of such a holistic approach is when
Markusen defines a region as a “historically evolved, contiguous territorial society that
possesses a physical environment, a socioeconomic, political, and cultural milieu, and a
spatial structure distinct from other regions and from the other major territorial units,
city and nation” (Markusen, 1987, pp.16-17). Similar views have considered the
interdependence between the economic forces and some geographic or environmental
setting in defining a region; see (Cronon, 1991) for the case of the Chicago metropolitan

region.

Finally, a recent comprehensive definition is drawn by Dawkins (2003) who defines the
region as a “spatially contiguous population (of human beings) that is bound either by
historical necessity or by choice to a particular geographic location. The dependence on
location may arise from a shared attraction to local culture, local employment centres,

local natural resources or other location-specific amenities.” (p. 134)

These are conceptual definitions, which could be used to build other social and
economic models. However, to define regions for practical usage there might be some
conditions to identify a region. These are that it: 1) contains at least an urban area 2)
enjoys certain administrative or government power, and 3) contains human activities.
As for their names, regions are called provinces in Canada, states in Australia and the

United States, départements in France and L&nders in Germany. The scale of region

Chapter 3 / 64



varies massively among the countries. The basic commonality, however, is that regions

tend to be the middle tier between the national and the local levels of governance.

3-3 Development vs. Growth Theory of regions

Approaching spatial dimensionas a basis to make real and inclusive impact of
economic growth on the ground comes along with the involvement of specialists of
fields beyond economics in the discussions of spreading and balancing wellbeing. This
level of detailed discussions calls for the distinction between the term ‘growth’ that is

inherent with economic measurements and ‘development’ as an inclusive term.

3-3-1 Differences between growth and development

In management theories and economics there is quite a distinction between development
and growth. From the name it seems obvious that development implies more elements
that move forward than simply growth. In management theories, development reflects
the change to a better situation in terms of quality, while growth reflects an increase in
quantity. In other words, it could be described as promoting quality of life versus
raising the standard of living (Ackoff, 1986). Thus the mere availability of money does
not turn an underdeveloped country or region into a developed one. On the other hand,
should a developed nation experience a crisis and lose its financial status it will not
easily be downgraded in terms of development. An important issue here is that
although development and growth are not counterparts, and indeed they usually
complement each other, attempts could be promoted to avoid some aspects of growth
for the sake of better development. We can find this in some environmentalists’ claims

(Barkley and Seckler, 1972; Beder, 1996).

In economics, growth is always a goal that strategies and policies are proposed to
achieve.  However, growth alone is not considered a sufficient condition for
development. Development is achieved partly through growth processes, in addition to
other dimensional processes that involve structuring the wider spectrum of the
economic and social system (Todaro and Smith, 2006). In a simpler explanation,
economic growth is about increasing living resources in a community (whether a nation,
region or smaller human settlement) while development of the economy is about
making living resources available for the population of such a community (Morris,
1998). Economic growth is mainly measured by how much the community produces as
an economic activity and then earns as GDP. Economic development might be better

described qualitatively, but could still be measured by a wide range of quantitative
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indicators that cover the wider dimensions that development includes apart from the
monetary side: i.e. Human Development Index, Human Poverty Index and Human
Suffering Index (Todaro, 1992).

3-3-2 Growth and regional development theories

Most spatial economic theories are an adapted form of those economic theories that are
used for general growth theory (Richardson, 1973). However, there are some stand-
alone, spatially based economic theories that provide justification for the organization of
urban areas and potentiality of their growth, an example being Christaller’s central place
theory. Many writers on spatial development mix pure growth theories with what were
intended to be spatial development models (Borts, 1960; Romans, 1965; Siebert, 1969).
A possible explanation for this massive conflation is that most of the theorists and

interested scholars are pure economists.

Given that the 'regional’ specification merely defines a perimeter within which spatially
focused development actions are directed (Martinelli, 2005), the main motive that gave
rise to the importance of regional analysis was the political attention directed to the
problems of regional disparities (Richardson, 1973). The need for a spatially-based
development model appears clearly when considering the debate among economists
themselves on the role of central authorities and their intervention potential (Vane and
Caslin, 1987; Chisholm, 1990). This should open the ground for specialists in spatial
studies to enforce their principles and adopt approaches that better fit spatially-based

developments.

State intervention could be viewed in terms of the government’s role in: 1) regulating
for the effectiveness of economic performance, 2) adjusting for social concerns to
permit equitable distribution of resources, and 3) granting political legitimacy to avoid
social conflict (Martinelli, 2005). Therefore economic planning does always take place
even in the most capitalist states where market economy and decentralisation are
flagged, as opposed to centralised planning systems. The 'New Deal' is an example of
state intervention that took place in the US in the 1930s following the great

4

depression,® and the Tennessee Valley Authority's industrial estate is a regional

development model that the federal government created in response to the impact of the

34 See (Sitkoff, 1985) for critical interpretation of New Deal economic policies.
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depression on that particular region®. Indeed, western countries still have only limited

scope to practise national planning given the prevailing private ownership.

Much literature has been devoted to the review of regional growth theories, or to
studying and analysing the applicability of some particular model. Richardson (1973),
Chisholm (1990), Dawkins (2003) and Pike et al. (2006) have provided, in various
ways, critical reviews of the major regional growth theories and some development
models without clear distinction among them in terms of their practicality. Chisholm
(1990) provided his review in correspondence with the changing factors of the
economic system in the western world. He explained that after the commonality of
neoclassical thought in the early decades of the twentieth century, the period that
followed WWII saw the prevalence of Keynesian economic models and its reflected
regional growth policies. He pointed also to the 1970s which witnessed international
complications that generated some controversy concerning the adequacy of that
Keynesian economic model and, hence, its given policies. “if we can recognise the
provenance of our ideas and the circumstances in which these ideas were initially
articulated, we will be able to judge their appropriateness for new circumstances as they
arise.” (Chisholm, 1990, p.2).

Some other writers have focused more on regional development models which cover
broader issues than do the pure growth theories. Friedmann (1966), Friedmann and
Weaver (1979), and Albrechts et al. (1989b) have covered regional development issues
in their planning and policy dimensions. The uniqueness of the reviews of regional
development perspectives appears in their interpretation of the processes aimed at
development, whether those processes are planning or policy. Friedmann has covered
the evolution of regional planning in the US, in addition to his writings about regional
development in developing countries. Whilst, Albrechts et al., have considered regional
development policies in the European context. Despite the relatively large amount of
literature on regional development, a common ambiguity still persists between regional

planning and regional policy.

% Friedmann (1955) provides a regional planning study of the spatial structure of economic development in the
Tennessee Valley. See also Hudson and Williams (1995) for its mirrored Western Europe programmes.
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3-4 Fields of Regional Studies

There are different names, thoughts, and even various theoretical bases with different
methodologies for studies that tackle spatial development and particularly regional
development. This is mainly due to the common diversity of schools of thought in
economics. Other than the diverse epistemological basis of some major fields of
regional studies, such as regional science and regional political economy (Figure 3-1),
there are some indistinct*® names for studies that approach spatial problems, such as
regionalism and economics of location. Beside these economic-based ideas, there is a
pure spatial field for planning where regions appear as one level among several spatial

scales.

Figure 3-1: The two most common models of regional analysis

Explanatory models of
Regional Analysis

T

_____ replaced --->

Regional
political
economy
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Classical Political Neoclassical
Economy (1970s) Economics (1930s)

| |

Seek to account for change and movement. Looks toward the harmonization of
Their point of reference is history and the the system of economic relations;
struggles that animate it. These struggles are they describe a state of equilibrium.

political in nature, and they take various forms:

= between social classes;

= between fractions of a class;

= between regional class-alliances and the state;
» Dbetween states.

They are fought for different reasons, but mostly
for material interests and power.

Source: Illustrated from Moulaert (1983, pp.15-16).

3-4-1 Regional Science

Regional science is a field that is based on theories of spatial economics that were first
published in the 1930s*" and conducted by neoclassical economists, embracing social

sciences that focus on the spatial dimension. Its main practicality is that it offers

36 Not solidly attached to a specific theoretical basis.

7 N . . . .
3 A cornerstone of these theories is Christaller’s central place theory that was first published in 1933 in German.
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economic-based analytical tools that measure interregional economic performance
(Friedmann and Weaver, 1979). It also provides tools for economic analysis that
consider space, whether it be distance (transportation) or place (land use), a commodity

or production input (Moulaert, 1983).

The formation of the regional Science Association in 1954% dates the formal
recognition of regional science as a multidisciplinary field of study. In terms of its
methodology, the affiliation of regional science to neoclassical economics caused it to
adopt its positivist approach (Moulaert, 1983). Walter Isard is a major scholar in this
field who has played a vital role in collecting efforts of various scholars, economists,
geographers, planners, sociologists and others, to construct and contribute to regional
science. He, alongside other scholars, contributed with literature about regional analysis
methods and tools i.e. Isard (1960, 1975), Isard and Cumberland (1961), Bendavid
(1974), Hoover and Giarratani (1984) and Isard et al. (1998).

Some of the more widely-spread methods and tools of regional analysis that are used
within the field of regional science include the input-output model, shift-share analysis,
spatial interaction models and industrial complex analysis. Theories and models of
space and economy such as Christaller’s central place theory ([1933] 1966), Hoover's
Location Theory (1937) and Perroux’s economic models of space (1950) are considered
part of regional science.

3-4-2 Regional Political Economy

Regional political economy is another form of regional analysis, in contrast with
regional science, that was developed later during the 1970s (Moulaert and Salinas,

1983). Its concepts were mostly built on the idea of political economy®®. Therefore,

38 . . .. .
Now called “Regional Science Association International”.

39 The idea of political economy, as described by The Concise Oxford Dictionary of Politics (2003), was first
developed in the early 1600s. It refers to the public management of the affairs of state as opposed to the mercantilist
view that focuses on generating money by trade. The philosophers of the Scottish Enlightenment used the term
“political economy” for their ideas about the government’s task of organizing economic activities for the state and its
members, as stated in James Steuart’s (1966 [1767]) principles of political economy and Adam Smith’s (1993 [1776])
The Wealth of Nations. Later, classical political economy was based on the economic formulation of society’s
structure. It sought to discover the laws that regulate the economic relationships between social classes (Robertson,
1817 [1777]). Another aspect of classical political economy, developed by David Ricardo (1821 [1817]), built a
theory of labour value which considers labour as a measure or source of value.

Ricardo’s argument that industrial development should be based on the idea of comparative advantage became central
to the concept of development and underdevelopment among nations (The Concise Oxford Dictionary of Politics,
2003). Further counter arguments have come in response to the abstraction of classical political economy to the
production system and, hence, the social classes. Karl Marx criticised the generalisation of classical political
economists in their justifications, which assume the division of labour, that resulted from considering labour as a
commodity (Marx and Dobb, 1971), see also (Marx et al., 1974).

Various writers about regional development in particular have elaborated that most regional economic theories
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regional political economy accounts for the organization of economic resources in space
primarily from the social bases of economic interaction, as well as the potential impact
on society arising from the resulting economic and spatial system. It also considers the
political basis for production and distribution systems. This concept takes the analysis
of spatial activities deeply into the network of social interactions which provide a basis
and framework for economic activities represented in the modes of production, as well

as for the political structure represented in the modes of governance.

In his conceptual and methodological comparison, Moulaert (1983) explained that the
approach to political economy followed by regional political economists is entirely
different from that of regional science (Table 3-1). This is despite the fact that regional
science has provided significant insights into the social realities in understanding space
interactions, whether they be regions’ locational patterns, the size and structure of
urban-rural relations, environmental problems or even political issues of space
organization such as regionalism versus federalism, or centralisation versus
decentralisation. Regional political economy enforces the social understanding of
Marxist thinking about the justification for economic activities. Thus regional political
economy is associated with the historical, dialectical approach to political economy
(Moulaert, 1983).

Table 3-1: Comparison between Regional Science and Regional Political Economy

Regional Science Regional Political Economy
Conceptual (economic) affiliation | Neoclassical Economy Political Economy
Epistemology Positivism Dialectical
Ontological stance Idealism Materialism

Source: adapted from (Moulaert, 1983)

3-4-3 Regionalism

Regionalism is a rather political term that used to be a matter of some debate within
nations as a model of government. According to Markusen (1978, cited in Markusen,

1983, p.42) the political dimension has a major role in defining regionalism. Therefore,

originally derived from theories about national and international development (Friedmann and Alonso, 1964). This
should explain the essence of political economic theories and the justification for using them in regional political
economy.
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stemming from a political economy approach, regionalism would be "the political claim
of a territorially identified group of people against one or several mechanisms of the
State” (Markusen, 1983, p.42). In this sense regionalism involves the composition of
social relations that are spatially delineated within the state. It allows for better
representation of the history of each social group, compared to the abstract and purely
political delimitation of the state, when confronting the various mechanisms of living
and production institutions. Such mechanisms would certainly include economic

development.

Regionalism appears as a form of governance that deals better with the prevailing
internationalisation of markets even if regional disparities, in the era of transnational
blocs®, are considered merely a correctable market failure (Pike et al., 2006). This is
justified by the notion that regions will be closer to the needs and aspirations of their
population and hence more likely to focus on the appropriate economic, social and
political actions that bring about development for them (Keating, 1998). Regionalism is
achieved through devolution from the central state, with some meaningful government
power. Over the past few decades, however, it has become an international model for
arranging relations among nations. It seems that globalization has increased the claims
of regionalism among both developed and developing nations, while promoting the
tendency towards representing localities and their indigenous cultures (Bardhan, 2002).

3-4-4 Economics of location

Economics of location originally meant those studies that consider economic choices
within regional planning processes, but “turned out to be the economics of location and,
in particular, industrial location” (Friedmann and Weaver, 1979, p.94). These studies
started with the theory of industrial location by Alfred Weber (Weber, 1929) with
further development of the economics of location by Ldsch and Isard (see Ldsch, 1954;
Isard, 1956) and Christaller’s central place theory (see Christaller, 1966). These studies
conceptualise the impact of establishing industries within certain locations, mainly to

promote spatial development or to achieve better returns from markets space-wise.

In addition to its usability for predicting the future, the geographic essence of
economics of location is used to analyse the existing spatial distribution of urban areas
across regions or, indeed, firms within cities. It is basically built upon the distance

factor that determines the use of space on account of external scale economies

40 Namely: in Europe (EU), America (NAFTA) and Asia (ASEAN).
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(Krugman, 1991). It could be then referred to as a matter of 'bridging distance' in which
the analysis of location economics aims "to combine factors of production into a process
of production at the same location" (Moulaert, 1983, p.15). However, given the
amalgamation of the analysis principles in location theory with traditional economics,
scholars have pursued different factors and issues of spatial analysis that outstrip the
scope of location economics theory and, hence, have reduced further relevant
contributions (Alonso, 1975).

3-4-5 Regional planning

Regional planning seems to have been well established as a professional field (see
Figure 3-2), having built its theoretical base during the early decades of the Twentieth
century (Friedmann, 1963). “It was the arguments of social scientists and activists
concerning political and economic centralization, rural/urban contradictions, class
conflict, and environmental relations in industrial society which provided the concepts
from which the first doctrine of regional planning would be created” (Weaver, 1984,
p.32)*%. Later, the theoretical concepts that had been accepted as the mainstream or
orthodoxy began to be challenged, by writers working in the early 1970s and later
(Friedmann and Weaver, 1979). Whether it is scientific remodelling or an
epistemological re-approaching, the debate continues regarding the ways in which
spaces such as cities and towns, along with their peripheries, might be analyzed and
actually organized. In addition to the social claims, economic objectives provided a
path to debate concerning the most preferable spatial structure for regions. Thus the
role of regional professionals came to be that of designing policy more than spatial

planning.

However spatial regional planning might still be practised, especially in its analytical
aspects, as spatial modelling. This appears more obvious if we consider regional
planning as an applied field of regional science (Friedmann and Weaver, 1979).
Friedmann and Alonso (1964) believed that spatial organization, urbanization and
regional growth theory comprised the intellectual foundations of the discipline of
regional planning. This supports the consideration of regional planning’s spatial
function as a linking instrument between national, or sometimes supra-national, aims

and local ambitions. In addition, regional planning would essentially consider socio-

4 See figure (3-2) for an adapted illustration of the major historical thoughts that Weaver has described as precursors
of Regional Planning. See also Haughton and Counsell (2004) for another illustration of the dominant approaches to
studying regions.
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economic policies and multi-scalar spatial planning. Therefore, its importance increases

when the gap between local entity and the above political power widens.

Figure 3-2: Regional planning precursors
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Glasson (1992) has provided a review of regional planning theory and practice. Most

regional planning theories were concentrated around economic objectives and, thus,

ranged from the pure economic elaborations of regional growth theory to the role of

location in economic development, including the economics of agglomeration and the

impact of telecommunications. The size and structure of urban areas have their role in

spatial development in terms of socioeconomic wellbeing. Along with the theoretical

development of regional planning, methodical approaches have also travelled from the

rationale of the 1950s to the 1960s systematic approach, to strategic alternatives in the
1970s (McLoughlin, 1969; Faludi, 1973; Friend and Jessop, 1977).
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3-5 Concepts of Regional Economic Development

Most regional economic development theories are derived from national development
theories (Friedmann and Alonso, 1964)* as a basis for understanding the relational
development processes between and within different places. It is considered that
variations between nations are somewhat similar to those between the regions within
one nation. Due to the multi-disciplinary nature of the field of regional development it
is almost impossible to comprehend all the theoretical concepts that are related to the
debate about the spatial development of regions, including all of the social, economic,
environmental, geographical and political aspects. Rather, this review intends to
synthesis the most prominent concepts of regional development that must be considered
due to their practicalities, as they are the most often-used concepts in regional

development strategies and plans.

First, the review addresses the basic concepts that explain the driving wheels of the
growth of regions. Secondly, the basic theories of development which involve factors
that are not limited to economic growth. Finally, a review of the concepts that were
most recently elaborated, which involve more consideration of the recent structural

changes in real-world development factors such as innovation and human resources.

3-5-1 Growth and Development through inter-regional economic exchange
3-5-1-1 The Interregional Convergence Hypothesis

Interregional convergence hypothesis — also called the catch-up effect — is a major, early
concept of regional economic growth that is mostly derived from neoclassical economic
theories (Dawkins, 2003). Based on the models of convergence, the origin of this
hypothesis is either from international trade theory, which inspired a static version of
interregional convergence, or from national economic growth theory, which inspired a
dynamic version; see (Figure 3-3). Neoclassical trade theories depend on the role of
exchanging the available factors of production, i.e. abundant factors such as labour and

capital, which are usually split between richer regions and poorer ones.

Neoclassical economics also provide an influential conceptualisation of regional growth
theories through interpretation of the exogenous mechanisms that lead to disparities in

regional growth occurring in free market states (Borts and Stein, 1964; Williamson,

42 See also Dawkins (2003, p.138, section B) for the neoclassical economic view in this regard.
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1965). These mechanisms set out to balance growth factors among regions so that
lagging regions catch up with prospering ones, in a long-run pursuit of equilibrium
(Martin and Sunley, 1998). Based on this logic, state intervention is limited to
instruments that correct any market failure that would hinder the process of convergence
of income and production output (Pike et al., 2006). It is assumed that trade and

investment will eventually lead to an equalization of wages across regions.

Figure 3-3: Origins and inspiration of regional growth theories

Neoclassical economic theories of

International trade | and National growth
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Static and Dynamic

Theories regional economic growth

Theories of
Regional economic development

Source: Adapted from Dawkins (2003)
a. Static model

The static model of the interregional convergence hypothesis is drawn from neoclassical
trade theory and was developed by Heckscher (1919), Ohlin (1933), and Samuelson
(1948, 1949, 1953) hence becoming known as the HOS theorem. Building upon
Ricardo’s theory of comparative advantage (1821 [1817]), Heckscher (1919) and Ohlin
(1933) argue that regions — as is the case in countries — are variously endowed with
production factors, whether labour, capital or land. They demonstrated that a factor-
abundant region will have a comparative advantage in the production and trade of goods
that require the intensive use of that factor. They base their argument on a perfectly
competitive market, when the opportunity cost would adjust the balance of trade in

products between regions.

Samuelson (1948, 1949, 1953) added more about the role of free trade and mobility of
factors that contribute to price equalisation of production factors among the regions
involved in the long run. The balance resulting from trade would provide for more

output for both regions, and hence increased economic returns. The specialisation of
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regions in their resource-abundant products contributes to an increasing price for the
relevant production factor, e.g. labour, due to the increase in demand for that factor.
Eventually regions gain from specialization in production, using their comparative
advantage, which increases the demand for their speciality and raises the price of their

most readily available factor of production.

b. Dynamic model

The dynamic model of the interregional convergence hypothesis is drawn from
neoclassical growth theory, and was developed by Solow (1956) and Swan (1956).
Compared to the static model that refers to convergence through factors of production,

the dynamic model refers to convergence in growth rates; see (Figure 3-4).

Figure 3-4: Hypotheses of interregional convergence
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It suggests two types of growth: The first is absolute growth, where the factors of the
growth model are equal for all regions. It states that richer regions will grow slower
than poorer ones; and that per capita incomes will become equalized across regions over
time, as in the HOS model of international trade. The second type is conditional
growth, where rates of savings, depreciation and population growth are allowed to differ
across regions. It states that convergence occurs towards a steady state of growth rate,
resulting in constant per capita incomes, consumption levels and capital/labour ratios.
This type of growth does not necessarily result in equal per capita income levels across
regions (Dawkins, 2003).

Although both models suggest convergence of per capita incomes across regions, they
differ in hypothesising the process that brings about that convergence (Table 3-2):

Table 3-2: Variations in interregional convergence hypothesis

HOS model Solow-Swan Model

Static, refers to the convergence of Dynamic, refers to the convergence of growth rates.
factor prices.

Convergence occurs through trade or | Convergence occurs through diminishing returns on

factor mobility. capital investment.

Specialized production of an Regions with less capital per unit of labour will
abundant-factor (wither capital or tend to have higher rates of return and higher initial
labour) represent comparative growth rates than regions with high levels of capital
advantage for their regions. per worker.

Following trade and specialization the | Allow for differences in production technologies
absolute prices of labour and capital  |and/or savings rates across regions.
will be equalized eventually.

Source: adapted from Dawkins (2003).

3-5-1-2 Location Theory

Location theory provides essentially economic models that allow the measurement of
economic decision-making, in terms of where to locate production firms in order to
maximise their profit. It was established by Alfred Weber (1929) to cover the absence
of spatial factors from economic theory. It was extended subsequently by Edgar
Hoover (1937; 1948), Melvin Greenhut (1956, 1963), and Walter Isard (1956). Its
models of transportation costs became prominent in other theories of economic growth,

providing concepts that analyse factors affecting production costs. From this role of
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location theory in economic growth grew its contribution to spatial development that
appeared in regional science (Isard, 1956) as well as the new economic geography and
spatial economics (Fujita et al., 2001).

Various forms of location theory contribute to the reasoning behind the location of
production firms, with mathematical models for transportation costs of either raw
materials or the final product. Moreover, advances in location theory allowed better
comprehension of economic activities, such as some service sectors, that have minimal
or different considerations than the factor of transportation cost (Martinelli and
Moulaert, 1993). The collective forms of location theory have contributed, as part of
regional science, to understanding the locational behaviour of economic activities
(Moulaert, 1983). This includes anticipating factors of investment succession in
particular locations, as well as analysing the spreading pattern of economic activities,
urban-rural connections and regional economic formation. Some effort has been made
to utilise the general concept of location in a broader context, to explain interregional
economic development by trade (Hotelling, 1929; Ohlin, 1933; Richardson, 1969;
Alonso, 1975; Isard et al., 1998).

3-5-1-3 External Economies (agglomeration)

In addition to the internal economic factor of transportation cost inputs and outputs
proposed by location theory for individual firms, other economic factors are considered
to be external to the production process as they concern industrial firms in a given
region. This concept was first published by Marshal (1961 [1890]) and explained later
by Hoover (1937) who also elaborated on factors concerning the location of production
and business firms for reasons other than economics, e.g. personal preferences and the
surrounding living environment.  Also known as agglomeration economies, the
clustering of firms in a local space, whether they are affiliated to the same industry or
belong to different industries, may increase their economic returns regardless of their
proximity to inputs or markets. Supporters of this concept have brought different
justifications for the clustering as external benefits of physical location within a local
area. These include the benefits to be gained from sharing the market with other,

similar firms, and utilising resource pooling and knowledge spillover.

3-5-1-4 Models of Spatial Competition

Elaborating the impact of proximity to the market, Hotelling (1929) provided a starting
point for the extended development of models that discuss the role of space in economic
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behaviour of firms. This is mainly based on the factor of transportation costs to the
consumer, and its pricing counterpart that would be incurred by the product. The
optimum location of competing firms is proposed to be the one concentrated in the
market space, thus bringing the greatest returns as consumers will be willing to pay for
proximity. This also reflects the market power that firms gain by satisfying consumers’
demand for products at a closer distance. Arguments against the optimum location in
this idea criticise the neglect of social costs at the expense of maximising profit.
Further extensions to Hotelling’s work have added the factor of spatial competition and
threat of entry, as well as demand elasticity developed by Devletoglou (1965) and then
by Eaton and Lipsey (1978) and others.

3-5-1-5 Central Place Theory

Central Place Theory is a geographical theory that provides an explanation for the
distribution of towns in space, based on their