
http://www.internationaljournal.co.in/index.php/jasass IF = 9.112
—791

—

The Journal of Applied Science and Social Science
February, 2026Volume 16,Issue 02

pISSN: 2229-3205eISSN: 2229-3213

THE ROLE OF INDUSTRIAL ZONES IN ATTRACTING FOREIGN DIRECT
INVESTMENT: EVIDENCE FROM DEVELOPING ECONOMIES

Bozorova Nargiza Tolibjonovna
Department of Economics, Asian International University

Abstract: This study examines the role of industrial zones in attracting foreign direct investment
(FDI) in developing economies. Industrial zones are considered one of the most effective policy
instruments for improving the investment climate, reducing institutional barriers, and creating
favorable conditions for foreign investors. The paper analyzes how factors such as infrastructure
development, tax incentives, regulatory simplification, and strategic location of industrial zones
influence foreign investors’ decisions. Special attention is given to the experience of developing
countries, where industrial zones have contributed to industrialization, employment generation,
and integration into global value chains. In my personal view, the effectiveness of industrial
zones in attracting foreign direct investment largely depends not only on fiscal incentives, but
also on the quality of governance, long-term policy stability, and the level of integration between
industrial zones and the domestic economy. The findings suggest that well-managed industrial
zones can serve as a sustainable driver of foreign direct investment and economic growth in
developing economies.
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Introduction

In recent years, foreign direct investment (FDI) has become one of the most important
drivers of economic growth and structural transformation in developing economies. Under
conditions of globalization and increasing competition for capital, countries are actively seeking
effective mechanisms to attract foreign investors and enhance their international competitiveness.
Industrial zones have emerged as a strategic policy tool in this process, as they offer favorable
institutional, fiscal, and infrastructural conditions for investment activities. By concentrating
resources and regulatory support within designated areas, industrial zones aim to reduce
investment risks and operational costs for foreign firms. Indeed, the growing interest in industrial
zones reflects their potential to stimulate industrial development, create employment
opportunities, and facilitate integration into global value chains. Many developing economies
have successfully used industrial zones to attract multinational enterprises, promote export-
oriented production, and accelerate technology transfer. Tax incentives, simplified administrative
procedures, and access to modern infrastructure within industrial zones have significantly
influenced investors’ location decisions. As a result, industrial zones are increasingly viewed as
catalysts for sustainable economic development rather than isolated production enclaves. At the
same time, the effectiveness of industrial zones in attracting foreign direct investment varies
across countries and regions. While some zones have achieved remarkable success, others have
failed to generate significant investment inflows or spillover effects for the domestic economy.
This raises important questions about the underlying factors that determine the performance of
industrial zones in developing economies. In my personal view, the success of industrial zones
depends not only on financial incentives, but also on the quality of governance, policy
consistency, and the degree of linkage between industrial zones and the national economy.
Without strong institutional support and long-term development strategies, industrial zones may
lose their attractiveness over time. Therefore, this study aims to analyze the role of industrial
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zones in attracting foreign direct investment, with a particular focus on evidence from
developing economies. By examining recent trends and key determinants, the research seeks to
contribute to a deeper understanding of how industrial zones can be designed and managed to
maximize their impact on foreign direct investment and economic growth.

Industrial zones play a significant role in shaping the investment environment of
developing economies by creating favorable conditions for foreign direct investment. In many
developing countries, industrial zones are designed to reduce institutional barriers, improve
infrastructure quality, and offer incentives that enhance the attractiveness of the host economy.
These zones are particularly important in addressing common challenges such as bureaucratic
complexity, inadequate logistics, and limited access to modern production facilities. In the
course of this research, a survey was conducted among students to assess their perceptions of
industrial zones and their role in attracting foreign direct investment. The respondents were
selected from different educational backgrounds, allowing for a diverse range of opinions. Based
on the results of the survey, most participants emphasized that industrial zones are primarily
associated with employment creation, foreign capital inflows, and technological development.
This indicates that even among students, industrial zones are perceived as a key instrument for
economic development in developing economies.

Based on my findings, infrastructure availability and government support were identified as
the most influential factors in attracting foreign investors to industrial zones. A significant share
of respondents noted that foreign investors are more likely to invest in zones where transport
connectivity, energy supply, and communication systems are well developed. In addition, tax
incentives and simplified administrative procedures were frequently mentioned as important
determinants of investment decisions. These results suggest that the success of industrial zones
largely depends on the quality of the business environment they offer. My analysis also shows
that awareness of the long-term benefits of foreign direct investment remains limited among
some respondents. While many students recognized the positive impact of FDI on employment
and economic growth, fewer participants highlighted its role in knowledge transfer and
innovation. This finding points to the need for stronger educational and informational initiatives
aimed at improving understanding of foreign investment and industrial policy among young
people. Furthermore, the results of the analysis reveal that industrial zones are not equally
effective across all developing economies. According to my personal analysis, zones that operate
in isolation from the domestic economy tend to generate limited spillover effects. In contrast,
industrial zones that are integrated with local suppliers, educational institutions, and regional
development strategies demonstrate stronger performance in attracting sustainable foreign direct
investment. This suggests that policy coherence and institutional coordination are critical for
maximizing the impact of industrial zones.

1- Table: The Role of Industrial Zones in Attracting Foreign Direct Investment in
Developing Economies

Industrial zone
factors

Description (based on the study) Impact on foreign direct
investment

Infrastructure
development

Availability of transport networks, energy
supply, telecommunications, and logistics
facilities within industrial zones

Reduces operational costs
and increases attractiveness
for foreign investors

Regulatory
simplification

Simplified administrative procedures,
reduced bureaucracy, and fast-track
licensing systems

Improves ease of doing
business and accelerates
investment decisions

http://www.internationaljournal.co.in/index.php/jasass
http://www.internationaljournal.co.in/index.php/jasass


http://www.internationaljournal.co.in/index.php/jasass IF = 9.112
—793

—

The Journal of Applied Science and Social Science
February, 2026Volume 16,Issue 02

pISSN: 2229-3205eISSN: 2229-3213

Fiscal incentives Tax holidays, customs exemptions,
subsidies, and duty-free imports of
intermediate goods

Encourages entry of foreign
firms and increases initial
investment inflows

Strategic location Proximity to ports, airports, and
international trade corridors

Enhances access to global
markets and global value
chains

Technology
transfer

Presence of multinational enterprises
introducing advanced technologies and
management practices

Contributes to productivity
growth and technological
upgrading

Employment
creation

Establishment of labor-intensive and skill-
based industries within zones

Increases job opportunities
and improves human capital
development

Governance quality Effective coordination between national and
local authorities, transparent regulations

Strengthens investor
confidence and ensures
long-term sustainability

Integration with
domestic economy

Linkages between zone-based firms and
local suppliers and industries

Enhances spillover effects
and inclusive economic
growth

Social and
environmental
standards

Labor conditions, wage levels, and
environmental regulations within zones

Determines sustainability
and social acceptance of
industrial zones

Innovation and
digitalization

Adoption of Industry 4.0, smart
infrastructure, and digital trade platforms

Attracts high-value and
technology-intensive
foreign investments

In addition, the survey results indicate that students view policy stability as a crucial factor
for foreign investors. Frequent changes in investment regulations and incentive frameworks were
perceived as major risks that could discourage long-term foreign direct investment. Based on my
results, maintaining consistent and transparent investment policies is essential for building
investor confidence and ensuring the long-term success of industrial zones in developing
economies. Overall, the findings of this research confirm that industrial zones serve as an
important platform for attracting foreign direct investment. However, their effectiveness depends
on a combination of infrastructure development, regulatory efficiency, policy stability, and
integration with the domestic economy. My analysis suggests that without these supporting
factors, industrial zones may fail to realize their full potential as drivers of economic growth in
developing economies.

In conclusion, the study confirms that industrial zones play an important role in attracting
foreign direct investment in developing economies. The findings show that factors such as
infrastructure quality, government support, policy stability, and regulatory simplification
significantly influence foreign investors’ decisions. Based on the results of the conducted survey
and my analysis, it can be concluded that industrial zones are more effective when they are well-
managed and integrated with the domestic economy. Overall, industrial zones can serve as a
sustainable driver of foreign direct investment and economic growth, provided that long-term
development strategies and strong institutional frameworks are in place.
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