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impact”, taking place on 5-6 March 2019, in Tunis. The seminar is part of the EU-OECD Programme on
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The objective of this paper is to support the policy dialogue on how to make investment more inclusive
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Context and objectives
Foreign direct investment (FDI) is fundamental to rapidly evolving international economic
integration (globalisation). It enables steady and extensive links between economies. Under
the right policy conditions, FDI can support local enterprise development and promote the
competitive position of both host (destination) and home (source) economy (OECD, 2015).
Furthermore, FDI reassures the transfer of knowledge and technology between economies.
It also creates the opportunity for host economies to promote their products and services
more widely in international markets. Additionally, FDI has a positive effect on
international trade development, and is an important source of capital for a range of home
and host economies. The significant growth of FDI over the past years, and its international
universality reveal an increase in the monetary size and number of FDI transactions, plus a
rising diversification of enterprises across economies and sectors (OECD, 2015).
The geographical distribution of FDI is determined by the value-added activities of MNEs,
because the locational advantage of different places influences the location decisions of the
firm (Dunning, 1998). In turn, this affects the development of human resources,
employment, technological progress and trade. FDI is considered an important engine for
economic growth in recipient countries and is said to be more beneficial than other forms
of capital such as loans or stock. Although strictly speaking FDI only concerns capital
movements, it also serves as a facilitator of employment, higher productivity, competition
and technology spill-overs and facilitate higher economic growth and development
(Asiedu, 2002).
Almost all FDI research is carried out at the country level. Unique to this study is that it
explores FDI flows from source cities to destination cities. This is important because the
world is urbanizing fast, and the role of cities in the world economy are increasingly
important (Alderson and Beckfield 2004; Wall, 2016). Furthermore, drawing conclusions
from country level analysis is too general to advise cities (Fu, 2016). This is because almost
all FDI flows to cities, and the distribution the cities in a country is very uneven (as will be
shown in this study). Therefore, if we aim to achieve urban sustainability, it makes sense
to explore FDI to cities, to reveal regional differences and hereby address specific territorial
disparities.
This report sheds light on the geography of FDI in the Southern Mediterranean (MED)
region, which includes cities in Algeria, Egypt, Jordan, Lebanon, Libya, Morocco, The
Palestinian Authority and Tunisia. More specifically the report provides an analysis of FDI
trends in MED cities. Firstly, it reveals the source and destination of FDI at the global scale,
within Africa, and within the MED region. Secondly, the report identifies city FDI
competitors of MED in reference to Global, European, African and Middle Eastern cities.
This is followed in the third part, by an examination of how FDI in MED cities relates to
socio-economic outcomes i.e. employment, wages, income inequality and knowledgebased industries.
The FDI data used in this report has been mainly sourced from the Financial Times’ fDi
Markets database and concerns ‘greenfield’ investments, whereby parent companies start
up entirely new ventures in foreign countries by developing new operational facilities from
the ground up. The reason for focusing on greenfield FDI (and excluding mergers and
acquisitions) in this report, is not only that greenfield project investment is a strong
indicator of the attractiveness of a region or city, but also because the data can uniquely be
aggregated at sectoral, country and city levels. The data covers the period 2003-2018 and
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had to be completed for missing values and cross-matched with other databases e.g.
ORBIS, geocoded for geographic coordinates and aggregated to spatial scales e.g. global,
world regions, countries and cities. The data covers 11045 unique world cities, among
which 150 are MED cities.
The structure of the rest of the report is as follows: The first chapter provides an analysis
of the strength of FDI attraction of Southern Mediterranean cities. The second chapter
highlight the FDI competitors of key Southern Mediterranean cities. Chapter three reviews
the relationship between the geography of FDI and income inequality in MED countries.
The last chapter offers some conclusions on how FDI into MED countries can help in
building sustainable cities and support balanced territorial development.

I. The strength of FDI attraction of Southern Mediterranean cities
This chapter explores the geography of FDI in MED cities at the global, European, African,
Middle Eastern and MED scale. Each scale reveals different inward FDI strengths,
networks, FDI sources and FDI destinations, and distributions of MED cities across the
world. To attract FDI, cities need to have social, economic, environmental and political
qualities. FDI does not randomly go to cities, but investors seek out (benchmark) cities with
the right qualities (Wall and Burger, 2012). In the case of European cities, FDI is positively
and significantly attracted by city GDP, air accessibility, road accessibility, internet
infrastructure, percentage of highly educated citizens, proximity to a top university, being
a capital city, and entertainment density. FDI in Europe is significantly and negatively
deterred by high average salaries per employee, high corporate tax and high start-up costs.
It is arguable that MED cities could in future attract more FDI by improving their location
factors, similarly to European cities.
Summary of findings on strength of FDI attraction:


Compared to other regions of the world, the MED region has a strong potential to
improve its ability to attract investment. It is striking that the region receives much
FDI from the Middle East/GCC and Europe, but compared to other parts of the
world, this can be vastly improved.



It is expected that economies with regional proximity such as MED countries
compete with each other over attracting foreign investment. The MED area could
however benefit more from the gains associated with regional integration. Only
20% of total FDI received by southern Mediterranean cities originated from within
the region. In Asia and the Pacific, this ratio is three times higher.



MED cities prove to be strong investors into sub-Saharan African cities. They
receive however very little FDI back from these cities. Because Africa is the world
region with the second highest growth of inward investment and is one of the
largest sources of African investment, it is essential that MED policymakers
develop ways to attract more African investment into the region.



Cairo is the only top 20 global city. The top destinations of global FDI into MED
are Cairo (1st), Tripoli (2nd), Johannesburg (3rd), Algiers (4th), Al Aqabah (5th),
Casablanca (6th), Beirut (7th), Tunis (8th), Lagos (9th) and Amman (10th).



Regionally, most FDI clusters are found in the Nile and Atlas corridors.

1.1. City strengths within the global FDI network
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In Table 1, we see the distribution of total FDI between world regions over the period of
2003-2018. It is seen that Southern Mediterranean (MED) receives 28.2% of its investment
from the Middle East. This is its strongest source region. Next, it receives the second most
FDI (17.2%) from its own region (MED). At third place it receives 2.9% of FDI from the
Rest of Europe, and 1.8% from West Europe. Lastly, we see that MED receives 2.7% of
the world total FDI compared to 40% for Asia and the Pacific captures. It is also clear that
MED only receives 0.6% investment from Africa, while Africa receives 32.3 % of its
investment from MED. Similarly, MED only receives 4.7% of its FDI from Europe, while
it invests 11.3% of Europe's total FDI. Clearly, there is a better balance between how much
MED invests in the Middle East (24.4%) and how much it receives form the Middle East
(28.2%).
Table 1. Distribution of FDI between World Region’s (2003-2018)

Source: Author’s calculations based on the Financial Times’ fDi Markets database.

Table 2 (Panel A) shows the rank strength of the top 30 FDI cities, out of 11045 world
cities. Shanghai, Singapore, London, Beijing, Dubai, Hong Kong, New York are the main
attractors of FDI - and 19 out of 30 cities are Asian. Cairo is the only Southern
Mediterranean (MED) city in the top 20 list, ranking at the 17th position. Also seen is the
monetary value of the investments, as well as the countries that the cities are located in. In
this, China clearly claims the highest share of FDI destinations.
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Table 2. Global FDI rank: Top world and top MED cities
Panel A: Global FDI Rank – Top 30 World Cities

Panel B: Global FDI Rank – Top 30 MED cities

Source: Author’s calculations based on the Financial Times’ fDi Markets database.

Figure 1 (Panel A) shows the world map with the distribution of FDI across cities for the
total period of 2003-2018. The blue nodes are the roughly 13 000 cities that received FDI
during this period. The bigger the node, the more FDI it has received. The legend shows
how the node size relates to the amount of FDI in million $. It is clear from the map that
the Global North received an uneven amount of FDI, even though the Global South has
most of the world’s population. North America, Europe and Pacific Asia hold the lion’s
share of investment. Africa received the least investment in terms of volume, but in terms
of growth it is the 2nd fastest growing FDI continent after North America. The grey lines
show the FDI relationships between cities. The thicker the line, the more FDI taking place
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between two cities.1 In these lines, we see that most FDI is between North America, Europe
and Asia. Africa receives a much smaller share of top investment. In the map we see the
top 20 FDI city destinations (red labels). The strongest cities are in Asia Pacific, such as
Shanghai 1st and Singapore 2nd. London is 3rd and Paris 13th. Cairo is the only Southern
Mediterranean city in the top 20 league (17th position).
Foreign investment into MED cities is concentrated along the coast, and more sparsely
distributed than in Europe (Appendix Map A). Figure 1 (Panel B) shows the top 50 rank
strength of MED cities. Cairo, Tripoli, Algiers, Al Aqabah, Casablanca are the top 5
destinations of FDI in the region. It is seen that most FDI tends to cluster in the Nile
Corridor and Atlas Corridor. The grey lines also show that a lot of FDI into the MED region
is coming from the Middle East. Also the Irish (A), UK (B), Randstad-Rhine-Flemish (C),
Swiss-German (D), Northern Italian (E) and East European (F) superclusters of FDI are
indicated. In Table 2 (Panel B), the top 30 Southern Mediterranean cities in the global FDI
network are seen. Egypt and, to a lower extent, Algeria and Morocco are the prime FDI
regions in the Southern Mediterranean, holding many attractive cities. Furthermore, as
indicated, 27 of the top 30 cities are in Africa.
1.2. City strength within MED-Europe FDI network
In the next analysis, we look at only FDI flows from the world into 5554 cities of the MEDEurope region, and how cities in this region are ranked. In Figure 2 the blue nodes represent
the FDI attracted by destination cities, while the yellow nodes show the cities that are the
sources of the investment. The bigger the nodes the more investment transmitted over the
period 2003-2018. MED is included with West Europe and the Rest of Europe, to form a
megaregion, to understand the relative strength of MED cities within this megaregion. The
map clearly shows that a disproportionate amount of investment is sourced from North
America and Pacific Asia. However, as indicated in Table 1, Europe is the biggest investor
into itself (22.5%). Latin America and Africa are not strong investors in the region. Only
Johannesburg plays a relatively strong role.

1

Showing all the FDI relationships (roughly 200 000) would make the map entirely grey. For this reason, the

map only show the top 5000 relationships, which form the backbone of the global economy.
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Figure 1. Global FDI – Top 20 World City Destinations
Panel A. World Scale

Panel B. Southern Mediterranean scale

Source: Author’s elaboration based on the Financial Times’ fDi Markets database.
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Figure 2 zooms-in on the MED-European region. It shows the relative top 50 strength of
MED cities in comparison to European ones. The blue nodes are the destinations of FDI,
while the yellow ones reveal the city sources of FDI. Cairo holds the 3rd position within
the network of FDI to Europe, considering that it has the 17th position within the global
network. Tripoli has the 12th position in this context, followed by Algiers (28th), Al
Aqabah (29th), Casablanca (32nd), Beirut (37th), Tunis (39th) and Amman (49th).
Middle Eastern cities are the biggest investors in the MED-European region. 42 of the 50
cities are based in Europe, with the strongest being London (1st), Paris (2nd), Moscow
(4th), Dublin (5th), Bucharest (6th), Saint Petersburg (7th), Amsterdam (8th), Warsaw
(9th), Madrid (10th), Barcelona (11th), Istanbul (13th), Budapest (14th) and Birmingham
(15th). For the full list and additional information see Appendix Table A.
1.3. City strength within MED-Africa FDI network
Figure 3 shows the strengths of Southern Mediterranean cities relative to cities in Africa.
Many sources in Europe invest in Africa, however as seen in Table 1, the biggest investor
into this megaregion is Africa itself (38.2%), followed closely by the Southern
Mediterranean region (32.3%). Europe, in fact, only invests 6% into this megaregion. As
seen in Table 1, the region of MED invests most in Africa (32.3%), then secondly into the
Middle East (24.4%), then into itself (17.2%). Its strength in Africa and the Middle East
should be promoted in future. However, as discussed earlier, MED should focus on
attracting more FDI from Africa.
The top destinations of global FDI into the 577 cities of the MED-Africa region are Cairo
(1st), Tripoli (2nd), Johannesburg (3rd), Algiers (4th), Al Aqabah (5th), Casablanca (6th),
Beirut (7th), Tunis (8th), Lagos (9th) and Amman (10th). Eight of these top destinations
are in the Southern Mediterranean region. See Appendix Table B for the complete top 30
ranking. The rank of MED cities within the MED-Africa region is seen in more detail in
Figure 3. Once again, we see the prominence of the Nile Corridor and Atlas Corridor.

10 │
Figure 2. FDI to MED-Europe – Top 20 MED-Europe City Destinations
Panel A. World Scale

Panel B. Southern Mediterranean scale

Source: Author’s elaboration based on the Financial Times’ fDi Markets database.
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Figure 3. FDI to MED-Africa – Top 20 MED-Africa City Destinations
Panel A. World Scale

Panel B. Southern Mediterranean scale

Source: Author’s elaboration based on the Financial Times’ fDi Markets database.
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1.4.

City strength within MED-Middle East FDI network
Like the previous studies, we now look at the strength of the MED region relative to that
of the Middle East (Figure 4). This megaregion is comprised of 323 destination cities (blue
nodes). The yellow nodes illustrate the sources of FDI into the region. Dubai is the primary
recipient of FDI (1st), followed by Cairo (2nd), Al Jubail (3rd), Abu Dhabi (4th), Jubail
(5th), Ad Dawah (6th), Tripoli (7th), Riyadh (8th), Suhar (9th), and Jeddah (10th).
Eight of the top 10 cities are in the Middle East, revealing the investment attraction power
of this region. In fact, only 8 MED cities are found in the top 30 list of the MED-Middle
East megaregion (see Appendix Table C). This is geographically verified in Figure 4, in
which the major clustering of FDI cities are found between Alexandria and Muscat. As
seen in Table 1, the MED region invests 41.6% FDI into the MED-Middle East region. The
Middle East invests 48.2% into the megaregion. North America invests 7.1% into the
region, while Europe invests 13.3% into the megaregion. Europe is twice as strong an
investor as North America. Other regions invest quite moderately.

1.5. City strength within Southern Mediterranean FDI network
In the next study, we investigate the strength of MED cities only within their own region
(out of 150 cities). Cairo (1st), Tripoli (2nd), Algiers (3rd), Al Aqabah (4th), Casablanca
(5th), Beirut (6th), Tunis (7th), Amman (8th), Rabat (9th) and Marrakech (10th) are the top
FDI attractors in the Southern Mediterranean region (Figure 5). It is also seen that 12 of the
top 30 cities are in Egypt, and 7 of the cities are in Algeria, and 6 in Morocco. Furthermore,
the full list of all 150 cities is provided in Appendix Table D. This list provides the rank of
all 150 cities at the global, European, African, Middle Eastern, and Southern Mediterranean
scales. The list is also colour coded to identify country clusters. MED receives the second
most FDI (17.2%) from its own region (MED). At third place it receives 2.9% of FDI from
the Rest of Europe, and 1.8% from West Europe.
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Figure 4. FDI to MED-Middle East – Top 20 MED-Middle East City Destinations
Panel A. World scale

Panel B. Southern Mediterranean scale

Source: Author’s elaboration based on the Financial Times’ fDi Markets database.
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Figure 5. FDI to Southern Mediterranean– Top 20 MED City Destinations
Panel A. World scale

Panel B. Southern Mediterranean scale

Source: Author’s elaboration based on the Financial Times’ fDi Markets database.
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II. FDI competitors of key Southern Mediterranean cities
This chapter explores the competition strength of MED cities in terms of attracting FDI.
All cities are in fierce competition for attracting FDI, but it remains unclear which
territories compete for which sectors of investments (Burger et al. 2012). These ‘place
wars’ take place at local, regional, national, continental and global scales (Alderson and
Beckfield 2004). Most competition studies assume that cities compete equally and ignore
to identify the diversity of territorial competition (Phelps and Wu, 2009).

FDI competition of eight key Southern Mediterranean cities
Table 3 shows the competitors of each of the eight key Southern Mediterranean cities based
on a methodology described in Box 1. The top 10 competitors of each city are shown at 5
geographic scales (global, Europe-MED, Africa-MED, Middle East-MED, and MED).
Before getting into the details, some overall findings of MED cities are the following. The
MED cities all have quite different FDI sector compositions that they compete for.
However, interestingly is that for all real estate and hotels and tourism are the top FDI
sectors. Next, some MED cities compete very locally, while others compete more
regionally, and a few are competing at the global scale. Also, some compete in Africa,
while others do not.
Box 1. Calculating city competition within FDI networks

A method to calculate city competition within FDI networks has been developed based on
the diagram below. In this diagram, a hypothetical model of 7 cities (A – G) is shown. In
the case of City A and City G both receive their investments from different cities. City A
gets it from City B and City C, while City G receives investment from City E and City F.
For this reason they are 0% competitors. In the case of City B and City C, we see that they
both get their investments from City A and City D. Therefore, they are 100% competitors.
In the case of City A and City D, we see that City A only gets its FDI from City B and City
C, while City D get it from City B, City C, City E and City F. Therefore they have a 50%
market overlap for investment. Besides this property, to be 100% competitors, the cities
would also have to attract the same sectors of FDI (e.g. healthcare, energy, financial
services and biotech), with the same monetary values for each sector.

More formally, the relative Manhattan distance, also known as the relative Sørensen or
relative city block distance, measures the relative distance or dissimilarity in niche between
two species i and j for a particular urban function k, here expressed as the non-overlap in
geographical markets between two cities i and j. More formally (1):
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which can be rewritten as (2),

in which aih,k is the strength of the urban linkage (e.g., the number of business interactions)
between cities i and h for urban function k, and ajh,k is the strength of the urban linkages
between cities j and h for urban function k. Linkages between cities i and j are excluded,
as are linkages that remain within a city, in order to measure genuine competition between
the cities under consideration and not urban complementarities. The distance measure is
relative because it gives the absolute difference between the cities divided by their absolute
sum. In other words, in standardizing the absolute difference to sample totals, the total nonoverlap of the geographical markets for the two cities i and j is converted into a percentage
non-overlap for the geographical markets of two cities. This allows for a comparison of
the cities based on the relative distribution of urban linkages across space. The degree of
similarity between two cities or the competition coefficient can then be expressed as (3):

The competition coefficient COMPETITIONijk typically ranges between 0 and 1. If the
competition coefficient equals zero, the geographical markets of cities i and j are totally
different and the intensity of competition between the two cities is at a minimum. If the
competition coefficient equals one, the geographical markets of cities i and j completely
overlap and the intensity of competition between the two cities is at a maximum.
As an example, Casablanca’s top three global competitors are Muscat, Vientiane and Da
Nang. Part of the reason for this is seen in Figure 1, in which the similarity of FDI sectors
determines their level of competition. This is explained in more detail further on. In the
case of Algiers at the global scale, we see that its top three competitors are Al Aqabah,
Tunis and Belgrade. These are entirely different competitors to those of Casablanca. This
proves that cities are not competing equally for the same FDI sectors, which is verified by
comparing the top sectors of Casablanca and Algiers (Figure 6). In the case of Casablanca,
we see that these four cities compete strongest for a certain combination of FDI sectors and
monetary values of these sectors. In descending order, these sectors are, Real Estate, Hotels
& Tourism, Financial Services, Automotive, Business Services, Chemicals,
Transportation, Metals and Communications etc. See diagram for all sectors. If these were
100% competitors of each other, then the radar shapes would perfectly overlap, and you
would only see one shape. However, they are not perfect competitors, but the strongest
available. In Figure 2, we see the sectors that Algiers and its competitors compete in. These
are in order, Real Estate, Renewable Energy, Hotels & Tourism, Financial Services, Metals,
Chemicals, Warehousing etc. See Figure 6 for complete list. The competitors and their
sectors, for the other six Southern Mediterranean case cities are seen in Appendix A -
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Appendix F. These will not be explained further but can be explored by the reader interested
in these cities.
Table 3. Top 10 Competitors of Key Southern Mediterranean Cities – 5 Geographic Scales

Source: Author’s elaboration based on the Financial Times’ fDi Markets database.
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Figure 6. Casablanca and Algiers Top Three Competitors for FDI
Panel A. Casablanca

Panel B. Algiers

Source: Author’s elaboration based on the Financial Times’ fDi Markets database.

Top ten city competitors of the eight MED cities
In this next section we see the geographic distribution of the top 10 global competitors of
each of the 8 Southern Mediterranean cities (yellow nodes). Besides this, we also see which
the main investor cities are (blue nodes), that invest into these cities. Remember that it is
the investment sectors of these investor cities that define the competitiveness between the
competitor cities. See Figure 6, and Appendix Figures A – F, to follow the sectors they are
competing for. Also seen are the investment linkages taking place between investor cities
and competitor cities (grey lines).
Casablanca
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In the instance of the top 10 competitors of Casablanca, we see at the global level that
Casablanca has no competitors within the MED region (Figure 7 Panel A). It competes at
the global level, hereby revealing its global prominence. It competes with Panama City,
Muscat, Da Nang and Vientiane. Its only competitor in the Global South is Luanda. The
cities labelled in blue are the biggest investors into the ten competitors. Many powerful
cities in Pacific Asia, Europe, Middle East and North America, invest in these competing
cities. These investor cities are the ones that Casablanca should improve its investment
promotion and marketing with, to attract more future investment. This means exploring the
location factors and policies that make these competitors so attractive for FDI.
Figure 7 Panel B is a zoom-in into Casablanca’s proximate region. It is more clearly seen
that there are 5 competitors in Europe (Valencia, Milton Keynes, Derby, Edinburg and
Minsk), and 1 in the Middle East (Muscat). Bonn, Brussels, Paris, London, Dubai and Abu
Dhabi are strong regional investors for Casablanca to take note of. Interestingly Casablanca
tends to compete particularly in North Europe. The sectors that Casablanca and its
competitors compete for can be seen in Figure 1 (previously discussed).
Algiers
In the case of Algiers, we see that its top 10 competitors are not really at the global level,
as it is for Casablanca (Figure 8 Panel A). The exception is Luanda, a competitor which it
shares with Casablanca. Therefore, it is evident that Algiers clearly competes at the regional
scale. This is because all its top 10 competitors are within its proximate region (Figure 8
Panel B). Nonetheless, Algiers and its competitors do receive investment from powerful
global cities, but particularly from Europe and the Middle East. The influence of Pacific
Asia and North America is less, than in the case of Casablanca. This means that the focus
of Algiers might need to be on improving its future FDI attraction from its proximate
region.
Unlike Casablanca, The competitors of Algiers in Europe are not in Northern Europe, but
in South-Eastern Europe Figure 8 Panel B). However, its investor cities are clearly from
top North European cities like London, Paris, Amsterdam, Zurich, Vienna and Vilnius.
Madrid, Athens and Istanbul are Southern European investor cities of influence. In the
Middle East, Dubai, Abu Dhabi, Al Manamah, Ad-Dawhah, and Kuwait City have strong
investor influence over it. The sectors that Algiers and its competitors compete for can be
seen in Figure 6 (previously discussed).
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Figure 7. Top Ten Competitors of Casablanca
Panel A. Top Ten Competitors of Casablanca (yellow) and their Investing Cities (blue)

Panel B. Top Ten Competitors of Casablanca: Zoom-in

Source: Author’s elaboration based on the Financial Times’ fDi Markets database.
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Figure 8. Top Ten Competitors of Algiers
Panel A. Top Ten Competitors of Algiers (yellow) and their Investing Cities (blue)

Panel B. Top Ten Competitors of Algiers: Zoom-in

Source: Author’s elaboration based on the Financial Times’ fDi Markets database
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Amman
Of the 8 Southern Mediterranean cities, Amman (Appendix Map D) is the only one that
has two competitors in Africa (Luanda and Maputo). It is striking that Luanda is often a
competitor of the 8 MED cities. Luanda’s competitive strength (in declining order) is in
Real Estate, Financial Services, Hotels and Tourism, Beverages, Warehousing and Storage,
Automotive, Metals and Chemicals. The only other distant competitor of Amman is Da
Nang, a powerful economic city in Vietnam. Da Nang competes (in declining order) in
Real Estate, Hotels and Tourism, Communications, Transportation, Metals, Financial
Services, Warehousing and Storage, Automotive, Aerospace, Consumer Products, Textiles
and Food and Tobacco. Amman has no top 10 competitors in North America and Latin
America. In all maps, it is interesting that Latin America has hardly any influence over
cities in the Southern Mediterranean, or their competitors.
Amman and its competitors receive a lot of investment from distant investor cities (Beijing,
Seoul, Tokyo, Hefei, Singapore, Sydney, New York, Atlanta, Bridgeport and Denver). It
this sense, it is more an international competitor, like Casablanca, than Cairo. In the next
map (Appendix Map E), we see that Amman’s only MED competitor is Tunis. Its
competitors are more concentrated in the Middle East (Lusail, Al Muharraq, Baghdad and
As Sulaymaniyah). Its only European competitors are Milton Keynes and Krakow
(Poland). Amman’s European regional investor cities are Porto, London, Amsterdam,
Paris, Helsinki, and Budapest. In the Middle East these are Kuwait City, Al Manamah,
Dubai, and Abu Dhabi. The sectors that Amman and its competitors compete for are, in
diminishing order, Real Estate, Hotels and tourism, Financial Services, Energy, Industrial
Machinery, Renewable Energy, Communications, Metals etc (Appendix Figure B).
Beirut
Beirut (Appendix Map F), like Amman, competes with Da Nang (Vietnam), and like
Casablanca it competes Vientiane (Laos). Beirut also competes with Luanda (Angola).
Besides these three distant competitors, Beirut’s is truly a local-regional competitor
(Appendix Map G). Its true local Southern Mediterranean competitor is Damascus, and in
North Africa it is Tunis. In the Middle East Beirut’s competitors are Lusail, Muscat, Al
Muharraq, Al-Khobar and As Sulaymaniyah. Strikingly, Beirut has no European
competitors. Only a few European investor cities invest in Beirut and its competitors
(London, Paris, Brussels and Porto). The sectors that Beirut and its competitors compete
for can be seen in Appendix Figure C. These sectors are, in diminishing order, Real Estate,
Hotels and Tourism, Financial Services, Metals, Business Services, Communications,
Software and IT, Energy and Leisure and Entertainment.
Bethlehem
Bethlehem (Appendix Map H) has no international competitors, as well as no global,
distant investor cities. It is therefore the most locally competitive of all 8 Southern
Mediterranean cities. At a closer scale (Appendix Map I), we see that seven of its 10
competitors are located very close to it (Gaza, Aley, Jenin, Halhul, Banha, Az Zarqa, and
Khan Yunis). Only three competitors are found in Northern Africa (Bouznika, Bordj bou
Arreridj, and Hidra). We see that all Bethlehem’s competitors are smaller, less know cities.
It is very clear that Bethlehem is the most locally competitive of all 8 Southern
Mediterranean cities. Similarly, it is seen that Bethlehem and its competitors receive
investment, from particularly very local investor cities (Cairo, Beirut and Amman). In the
Middle East it receives FDI from Jeddah, Kuwait City, Ad Dawhah and Dubai. From
Europe, FDI comes from Paris, Nurnberg, Albaret-le-Comtal and Ankara. The sectors that
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Bethlehem and its competitors compete for can be seen in Appendix Figure D. These
sectors are, in diminishing order Real Estate, Electronic Components, Financial Services,
Textiles, Automotive Components. It is also very clear in this radar diagram that Bethlehem
only compete in a handful of sectors, when compared to the other 7 Southern Mediterranean
cities. The magnitudes of these investments are also much less than the other cities.
Cairo
Cairo (Appendix Map B) is less internationally competitive than Casablanca and only has
one competitor in Asia (Ho Chi Minh City). It does not have top 10 competitors in Latin
America, North America, and Africa. Cairo is more a regional competitor. However, its
investor cities are global powerful cities like San Jose, New York, Singapore, Kuala
Lumpur, Seoul and Tokyo. In Appendix Map C a zoom-in is seen. Also different to
Casablanca, is that Cairo’s competitors are not in Northern Europe, but focused in Eastern
Europe (Warsaw, Belgrade, Bucharest, Sofia). In the Middle East its top 10 competitor is
Riyad. Cairo’s other competitors are situated in the MED region (Tripoli, Algiers, Tunis
and Al Aqabah). Where Casablanca’s investors are mostly international, we see Cairo more
centred in Europe (London, Amsterdam, Paris, Zurich, Vienna, Stockholm and Athens), or
the Middle East (Kuwait City, Ad Dawah, Abu Dhabi). Interestingly, its investor cities are
like those of Algiers.
The sectors that Cairo and its competitors compete for are mostly in services and are, in
diminishing order, Real Estate, Energy, Financial Services, Hotels and Tourism, Software
and It Services, Communications, Food and Tobacco etc (Appendix Figure A). The reason
that Casablanca has more global competitors is likely because it is more integrated in
manufacturing global value chains, i.e. there is more vertical FDI taking place. In Cairo
foreign investors are more interested in the huge services domestic market (horizontal FDI).
Tripoli
Tripoli (Appendix Map J), like Bethlehem, has no distant international competitors. Its
competitors are all located in the proximate region. Nonetheless, it is quite international in
terms of the investor cities investing into it. These are San Jose, Los Angeles, New York,
Singapore and Bangalore. This might explain why Libya is the second biggest attractor of
FDI in the Southern Mediterranean region (Table 3). Also, it is a beautiful historic city,
devastated by recent war, therefore it is likely that a lot of investment goes to this city for
redevelopment. This is supported by the fact that its biggest investment sector by far is Real
Estate. Looking closer (Appendix Map K), we see that Tripoli’s main competitors are in
the Southern Mediterranean region (Algiers, Tunis, Beirut, Damascus and Al Aqabah), and
Middle East (Riyad and Lusail). It also has three of its top 10 competitors in East Europe
(Warsaw, Belgrade and Bucharest). Tripoli and its competitors receive investment from
many European investor cities (London, Ieper, Paris, Croix, Amsterdam, Luxembourg,
Zurich, Stockholm, Warsaw, Vienna, Madrid and Athens). From the Middle east, Tripoli
receives FDI from Dubai, Ad Dawah, and Kuwait City. It receives no investment from the
rest of Africa. The sectors that Tripoli and its competitors compete for can be seen in
Appendix Figure E. These sectors are, in diminishing order, Real Estate, Hotels and
Tourism, Business Services, Financial Services, Warehousing, Chemicals, Metals, Energy,
Communications and Renewable Energy.
Tunis
Lastly, for Tunis (Appendix Map L), its distant international competition is quite like that
of Beirut (Appendix Map F) and Algiers (Map 13), because it similarly competes with
Luanda and Da Nang. Please see the section on Amman’s competitors as an explanation of
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the sectors that Luanda and Da Nang compete in. Tunis and its competitors also receive
FDI from distant, important cities. From North America they receive FDI from Toronto,
New York, Philadelphia, Atlanta, San Francisco, Denver and Bridgeport. From Asia these
competitors receive FDI from Beijing, Seoul, Tokyo and Singapore. Observing closer
(Appendix Map M), we see that Tunis has only one European competitor (Milton Keynes).
In the Southern Mediterranean region it has no competitors in North Africa, but three in
the MED Middle East. In the rest of the Middle East it competes with Lusail, Al Muharraq,
Baghdad and As Sulaymaniyah. FDI into Tunis and its competitors are received from Porto,
Paris, London and Amsterdam in Europe, while it receives investment from Dubai, Al
Manamah, Kuwait City, Dammam and Abu Dhabi.

Regions of competition of the eight MED cities
In the next part of this study, a new technique is applied to the competition data of the 8
Southern European cities. The technique is called “hotspot analysis”. Where the previous
analysis simply mapped the top 10 competitors of each cities, this analysis includes the
1147 competitors of each of the eight cities. More importantly, hotspot analysis statistically
identifies the most significant “hot spots” and “cold spots” in the data, by aggregating nodes
(cities) of occurrence that are in proximity to one another, based on a calculated distance.
The analysis identifies cities with similar high (hot) or low (cold) values into clusters.
Importantly, unlike the previous maps which identify city competitors, this type of analysis
identifies contingent regional competitor clusters – i.e. it identifies regions of competition.
In the case of Casablanca (Figure 9), we see that considering all its 1147 competitors (from
strong to weak), most cities are statistically insignificant (grey-green nodes). The red nodes
are the most competitive regional clusters of Casablanca. It is interesting that the most
competitive region of Casablanca (the darkest red cities), is the Randstad-Ruhr-Flemish
Diamond region in North-West Europe (99% confidence). This means that Casablanca
competes with one of the world’s most competitive FDI megaregions. Next, Casablanca
competes at a lower level with cities in its own region (orange cities), i.e. the Western AtlasPortugal-Southern Spain region, as well as the United Kingdom and Eastern Europe. It has
no significant competition with the rest of the Southern Mediterranean, nor the rest of the
world. Interestingly, the cold spot clusters (the dark blue cities), reveal cities that are
significant “non-competitors of Casablanca”. These are cities with a completely opposite
type of FDI sectoral profile. These cities are not a threat to Casablanca and its competitors.
The major cluster is the East China-South Korea zone. A less cold region is found in the
Persian Gulf region. Cities like Dubai and Abu Dhabi are not a threat to Casablanca, and
could serve as regional collaborators, because they attract different configurations of
sectoral investment. Other cold clusters are seen in the Gulf of Mexico, and Southern
Australia.
The regional competition clusters of Algiers are seen in Figure 10. Its major regional
competition zones (dark red cities) are the Atlas Corridor, the Nile Corridor and many
coastal cities around the Mediterranean and Turkey. These are cities attracting very similar
types of FDI sectors and monetary values. Unlike Casablanca, it has no significant
competition with Northern Europe. Algiers is much more in competition within the
Southern European megaregion. It has similar cold spot cluster zones as Casablanca, but
these are highly significant for Algiers (dark blue cities). In Appendix Map N we see the
regional competition clusters of Cairo. A very interesting finding is that although Cairo is
the number one attractor of FDI in the MED region (see Table 3), its regional competition
clusters are unexpectedly super local. Its major cluster is cities in the Nile Corridor-Middle
Eastern zone. Its smaller strong cluster is in the area of Amman. Its secondary cluster zone
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of competition (orange cities) is found in the Turkey-East Europe Zone. Strikingly Cairo
has no significant competition with the Atlas Corridor, the Gulf of Persia, nor Western and
Northern Europe. As with the other competitor cities, its cold spot is the China-South Korea
region.
In the case of Amman (Appendix Map O), we see that it competes strongly with the Nile
Corridor-Middle Eastern cluster, as well as the Atlas clusters around Algiers and Tunis. It
also competes strongly with the UK region, as well as the Georgia-Armenia-Azerbaijan
zone. It also competes strongly with the Lunda Region and the Beira Region in Africa.
In the following map (Appendix Map P), the regional competitor clusters of Beirut are seen.
Its major competition clusters are the Algiers-Tunis-Tripoli zone, the Nile Corridor-Middle
Eastern zone, the Turkish zone and the Baghdad Zone. Its cold spot is the same as the other
maps. In the case of Bethlehem (Appendix Map Q) we see that its major regional
competition clusters are the whole Atlas region (Casablanca-Tripoli-Tunis-Algiers), and
the Nile Corridor-Middle Eastern zone. The Baghdad region is also similarly competitive.
Coastal cities of Portugal, Spain and Italy are also highly competitive with Bethlehem. It
means that all these many smaller cities in all these regional competition clusters all attract
the same configurations and smaller magnitudes of FDI. This indicates that all these cities
are replaceable to each other by investors. It is therefore important that Bethlehem
specialises its FDI sectors more. Next, we see Tripoli’s regional competitor clusters
(Appendix Map R). It has the same regional clusters of competition as Bethlehem.
However, it also has a very strong competition cluster in East Europe. Lastly, for Tunis
(Appendix Map S), we see that it has the same regional competition clusters as Tripoli, but
it also competes at a secondary level all over Europe.
Figure 9. Hot Spot Analysis of Casablanca and Algiers Regional Competitor Clusters
Panel A. Casablanca
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Panel B. Algiers

Source: Author’s elaboration based on the Financial Times’ fDi Markets database

III. The relationship between the geography of FDI and income inequality
This chapter discusses the relationship between FDI and income inequality at the local
level, i.e. within a country. Income inequality at the country level can be decomposed into
inter-city (or inter-region) inequality and intra-city (or intra-region) inequality (Kanbur et
al., 2014). Studies on the impact of globalization (trade or financial) on inequality at the
country level are not able to decompose this effect. This is particularly limiting when it
comes to the study of impact of FDI on inequality, as conclusions based on country-level
studies may be misleading, as these combine the impact of FDI with the distribution of
FDI.
FDI inflows may affect different regions or cities of an economy unevenly and,
consequently, exacerbate territorial disparities (Lessmann, 2013). At the same time, FDI
can have positive effects on hosts countries’ local development, i.e. on a specific
governorate or a city. It can play an important role in raising technological level, productive
capability and a region or a city ability to compete in international markets. Foreign firms
bring also new knowledge and new management skills, and local firms can learn from this.
Furthermore, FDI can increase local labour demand, even if some adjustments across
sectors can take place in the short-term.
The relationship between FDI and regional disparities
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FDI in MED economies are more concentrated within some specific territories than in
others2. In the case of Tunisia, foreign investment played an important role in the
development of Tunisian coastal regions but much less those in hinterlands, with poor
infrastructure and inadequately skilled labour force (Box 2). In Egypt, the top five
governorates accounted for 90% of greenfield FDI, while the bottom 22 governorates share
the remaining 10%. Egyptian governorates with low shares of FDI are mostly landlocked
areas, with the exception of the greater Cairo area. Cairo may have overshadowed other
cities’ or regions’ ability to attract foreign investment, leading to population movements
towards agglomeration centres.3 In Lebanon, the geographical distribution of foreignowned projects shows that Mount Lebanon attracted the highest share in 2016 (48%), given
the presence of industrial zones and a competitive labour force.4
FDI disparity among MED economies does not seem to be particularly high when
compared to other emerging countries, with the exception Morocco (Figure 10). The
country exhibits the highest levels of disparity, measured as the percent of foreign-owned
firms out of all firms (domestic and foreign-owned) within the same region. Tunisia and
Jordan present similar, but lower levels of disparity than Morocco. High disparities in
foreign-owned firms spatial locations can be found in both small (Malaysia) and large
emerging countries (Turkey).5
Figure 10. FDI regional disparity in MED and other selected emerging economies
% of foreign-owned firms (of total firms within a region)
National

Highest region

lowest region

30
25
20
15
10
5
0

Slovenia Morocco Tunisia Poland Mexico Jordan
(2013) (2013) (2013) (2013) (2010) (2013)

Turkey
(2013)

Egypt Malaysia Indonesia Lebanon Thailand India
(2016) (2015) (2015) (2013) (2016) (2014)

Note: Number of regions included in the survey: Egypt (7), India (23), Indonesia (9), Jordan (5), Lebanon (6), Malaysia (5), Mexico
(8), Morocco (11), Poland (6), Slovenia (2), Thailand (5), Tunisia (5), Turkey (6).
Source: OECD based on the World Bank Enterprise Survey.

The unequal geographical distribution of FDI is not specific to the MED region and is
common to most, if not all, countries. FDI might increase spatial inequalities since different
regions of a country usually do not receive FDI in equal amount. FDI tends to concentrate
2

OECD (2017), making investment promotion work for sustainable development in the southern Mediterranean, background
note, Paris 16-17 October 2017.
3

UN-Habitat’s report “State of African Cities 2018: the geography of African investment”.

4

OECD (2017), making investment promotion work for sustainable development in the southern Mediterranean, background
note, Paris 16-17 October 2017.
5

One limitation of the measure used in figure 10 is that it only captures the number of foreign-owned firms and not the actual
amount of foreign investment.
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in regions of high productivity, which may reinforce existing spatial asymmetries in
production structures and capabilities within a country and thereby hinder regional growth
convergence. In addition, the beneficial effects of FDI at the regional level are subject to
the so-called ‘absorptive capacity’ of domestic firms (Fu, 2008). It follows that foreign
investments in less developed regions may have a lower potential for positive spill overs
as the knowledge distance between foreign and domestic firms can be too important. This
is corroborated by OECD work showing that the breakdown of the knowledge “diffusion
machine” across firms may have had a strong negative impact on lagging regions
disconnected from highly productive firms such as MNEs (OECD, 2016).
Box 2. FDI geographical disparity and job creation in Tunisia

Agglomeration forces and FDI play an important role in the development of Tunisian
coastal regions. At the same time, there are strong challenges in attracting foreign and
domestic investment in regions with poor infrastructure and inadequately skilled labour
force. The geographical disparity in the distribution of FDI is relatively high. For instance,
more than 30% of FDI stock in the country is concentrated in the capital (Panel A). In
general, the coastal regions retain more than 80% of FDI (excluding hydrocarbons). FDI
disparity between coastal and inner Tunisian governorates remains high even when
controlling for the population of each governorate (Panel C). In 2015, FDI inflows to
Regional Development Zones, which benefit from supplementary fiscal and financial
incentives, accounted for 21% of total FDI inflows and were concentrated in electronic and
mechanical industries, textiles, and agro food. FDI disparity in Tunisia is strongly driven
by existing industrial diversification spatial disparities, where coastal governorates are
more industrially diversified than those in hinterlands and southern Tunisia.
FDI stock (excluding hydrocarbons), jobs created by FDI projects, and FDI stock per inhabitant, 2015
A: % total FDI stock

<1%
1-5%
5-10%
10-30%
>30%

B: % total FDI-created jobs

<1%
1-3%
3-6%
6-9%
9-12%
>12%

C: FDI stock (TND millions per
inhabitant)

<0.5
0.5-1
1-3
3-5
>5

Source: OECD (2017), making investment promotion work for sustainable development in the southern Mediterranean, background
note, Paris 16-17 October 2017.

The relationship between FDI and territorial income disparities is also conditional on the
stage of economic development a country is at. Evidence has shown that FDI has a stronger
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positive effect on regional inequalities in developing economies compared to more
advanced countries (Lessmann, 2011). Such difference can, to some extent, be explained
by higher labour mobility in advanced countries as well as by effective government
reallocation policies that mitigate the negative re-distributional impact of FDI on regional
inequality. In less developed economies, poor infrastructure and weak fiscal capacities limit
the possibility for enhanced labour mobility and government capacity for fiscal
redistribution. The relationship between FDI and regional disparity may also be affected
by possible patterns in the type of investments received, and the sector in which foreign
investors operate, across the different regions of a country.
The relationship between FDI and city-level inequality
This section focusses on the relationship between FDI and income inequality at the citylevel. The analysis of the impact of FDI on city-level income inequality is based on a simple
Ordinary Least Square (OLS) cross-sectional model.6 This model specification raises
severe methodological issues as it does not allow to establish a causal direction between
FDI and income inequality.7 Therefore the description of analysis hereafter focus on the
“relationship” between FDI and inequality rather than on the “impact” of FDI. Data on citylevel Gini is from Euromonitor Passport. The available data only covers 23 MED cities,
which is not enough for a reliable econometric study. Therefore, these cities were combined
with 105 European cities and tested in unison. Nonetheless, the MED and European cities
were coded as “dummy” variables, to explain the differences between the two classes.
Statistical assumption tests were carried out prior to all analyses in this chapter, to make
sure they are as reliable as possible.
Appendix Table E shows the seven models discussed henceforth. Models are simply
separate analyses using different variable combinations, seen as columns in the tables.
Model 1 tests whether FDI (measured in $) to cities is related to their city-level income
inequality (Gini coefficient). The results show that an increase in City FDI is significantly
associated with an increase in the Gini coefficient. Some additional evidence indicates that
foreign investment increases income inequality in these cities (which is often supported by
theory). In UN-Habitat’s recent report “State of African Cities 2018: the geography of
African investment”, it was similarly found that FDI into Africa tends to increase income
inequality. However, the authors found that in combination with a strong availability of
technological skills and trustworthy institutional capacity, that FDI then tends to decrease
income inequality8. It is arguable that the same conditions could apply to MED cities.
In Model 2, a regional dummy is included, to test whether cities in Europe or Southern
Mediterranean are affected differently. The result shows that FDI to cities in Europe is
associated with a decrease in income inequality, while FDI to cities in the Southern
Mediterranean region is associated with an increase in inequality. This is likely because
European cities have a higher presence of technologically skilled labour and more
trustworthy institutional capacity, which investors seek to reduce risk.
The next analysis (Model 3) explores if the level of city inequality is related to the spatial
distribution of FDI within a given country. The ratio of City FDI to Country FDI is used
6

The number of observations is too limited for Panel Data or for Generalised Method of Moment (GMM) analysis.

7

No robust Instrumental Variables were available to perform 2-Stage Least Square Regression.

Kaur R., Wall R. S., and J. Fransen (2018) The Impact of FDI on Income Inequality in Africa, in “The State of African
Cities 2018: The Geography of African Investment”, ed. Wall R.S., Maseland J., Rochell K. and Spaliviero M. UN-Habitat,
United Nations Human Settlements Programme (UN-Habitat).
8
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for this. If a primary city receives an uneven share of FDI in relation to the total FDI
received by its country, then its score will be high, meaning that the distribution of FDI
between the primary city and other cities in the country is highly disproportionate. The
model shows that as the measure of unevenness increases, the higher the income inequality
in cities will be. It also suggests that more evenly spread FDI to cities is associated with a
decrease in cities’ inequality. The model also includes the regional dummy, indicating that
cities in the Southern Mediterranean, will tend to have higher inequality, than those in
Europe. It suggests that MED cities may have other factors which tend to increase
inequality more than in Europe.
In Model 4, the FDI ratio variable is controlled for by other variables that can determine
income inequality in cities. Firstly, it is seen that Country Gini Index positively increases
City Gini Index, and is highly significant. This suggests that country level inequality may
have a spill over effect on its cities. Decreasing a countries income inequality rank in the
world, will therefore decrease inequality at the city level. It shows that state level
economics and policies have strong influence on the development of cities. Next, we see
that City Population increases income inequality, and is also highly significant. It also
suggests that cities with smaller populations tend to have less inequality. Model 4 also
suggests that City GDP growth is associated with an increase in city inequality. Previous
studies, at the national level, have shown than GDP growth does not necessarily lead to a
reduction in income inequality.9 City GDP per Capita does not have any significant
relationship with inequality measures. This is possibly because this is already captured by
Population and GDP Growth.
The following results (Model 5), are the same as Model 4, but include the Region Europe
dummy variable. This proves to no longer hold explanatory power. Similarly, Model 6
includes the Secondary and Tertiary Cities dummy variable. This too, has no significant
effect. However, the sign is negative, showing that the more FDI locates in these types of
cities, the tendency to decrease Gini. Model 7 is the same as Model 6, but also includes the
number of City Knowledge Industry Firms in a city. This data has been collected from the
ORBIS database. It includes firms in Aerospace, Communications, Educational Services,
Pharmaceuticals, Biotechnology and Software and IT. Interestingly, the results show that
the more knowledge firms based in cities, the lower the income inequality. This is a good
advocacy for knowledge as an instrument to decrease inequality.
In the next study (Appendix Table F), it is explored how tiers of FDI cities relate to income
inequality. In Model 1 we see that the top FDI cities like Cairo, Casablanca, London and
Amsterdam, have the effect of increasing Gini across all tiers of cities. This is because these
cities tend to attract a disproportionate amount of FDI compared to secondary and tertiary
cities. This test is consistent with the results of the previous study. In Model 2, we see that
indeed, FDI to lower tiered cities, which are more plentiful, tends to have the power to
decrease income inequality amongst all cities. Model 3, shows that cities which are in
Europe, tend to have less inequality than those in the Southern Mediterranean. Model 4
shows the variables in unison, with the same outcomes, but higher R2.
The next analysis (Appendix Table G) tests the relationship between FDI and a City’s
Disposable Income. This concerns the remaining money an individual has to spend after
paying pensions, taxes and contributions. This surplus is an indication of wealth. The
analysis shows that FDI is positively and significantly related to an increase in the average
9

Choi, C. (2006). Does foreign direct investment affect domestic income inequality?. Applied Economics Letters, 13 (12),
811-814.
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amount of income in a city (Model 1). The model suggests that it is in fact cities in Europe
that best explain this relationship, although something that MED cities can take not of
(Model 2). Model 3 shows very similar results, but explained by the number of investments,
instead of value.

Conclusion
FDI is fundamental to the international economic integration of cities, especially when the
right policy conditions can boost FDI’s ability to support local enterprise development and
promote the competitive position of both destination and source cities. However, to have
this kind of impact will depend on a city’s ability to attract investment, i.e. the locational
advantage of cities will influence the decisions of the firms to locate there. For instance, in
the case of FDI to European cities, FDI is positively and significantly attracted by city
GDP, air accessibility, road accessibility, internet infrastructure, percentage highly
educated citizens, proximity to a top university, being a capital city, and entertainment
density. FDI in Europe is significantly and negatively deterred by high average salaries per
employee, high corporate tax and high start-up costs. MED cities are invited to explore the
determinants mentioned above and be cautious of the factors which can deter FDI.
Unlike most studies on FDI which take place at the country level, this study is unique in
that it is carried out at the city-level. This means FDI flows from source cities to destination
cities are explored - which is important because the world is urbanizing fast, and the role
of cities in the world economy are increasingly important. It therefore is sensible to explore
FDI to cities, to reveal regional differences and hereby address specific territorial
disparities. In this way, the focus of this study is on understanding the foreign investment
geography of MED cities, at different geographic scales.
The strength of FDI attraction of Southern Mediterranean cities
Compared to other regions of the world, the MED region has a strong potential to improve
its ability to attract investment. It is striking that the region receives much FDI from the
Middle East/GCC and Europe, but compared to other parts of the world, this can be vastly
improved. Where MED proves to be a strong investor into sub-Saharan African cities, it
receives very little FDI back from these cities. Because Africa is the world region with the
second highest growth of inward investment and is one of the largest sources of African
investment, MED policymakers could develop ways to attract more African investment
into the region.
In the MED region, the only city that is found in the top 20 global destinations of FDI is
Cairo (17th). This is remarkable considering that there are over 11 000 FDI destination
cities in the database. Although not part of the MED region, other closely proximate cities
are Dubai (5th) and Al Jubail (20th), which are also two of the top 20 world FDI
destinations. The MED region could therefore consider strengthening its ties, as well as
compete better, with these two cities. Furthermore, the top 10 destinations of global FDI
into the MED-African region are Cairo (1st), Tripoli (2nd), Johannesburg (3rd), Algiers
(4th), Al Aqabah (5th), Casablanca (6th), Beirut (7th), Tunis (8th), Lagos (9th) and Amman
(10th). This shows that the MED region is the most powerful in terms of FDI into Africa.
FDI competitors of key Southern Mediterranean cities
The report explored which global cities are FDI competitors of Algiers, Amman, Beirut,
Bethlehem, Casablanca, Cairo, Tripoli, and Tunis, and particularly which FDI sectors these
cities are competing for. Firstly, it is shown that these cities are generally competing with
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entirely different cities, and often for different FDI sectors. This underlines the importance
for investment promotion agencies, either at the national or city levels, to understand who
their competitors are and which sectors are being contested. All cities are shown to be in
fierce competition for attracting FDI. Secondly, it is shown that these ‘place wars’ take
place at local, regional, national, continental and global scales.
Some MED cities compete very locally, while others compete more regionally, and a few
compete at the global scale. However, interestingly it is shown that all MED cities compete
strongly for real estate and hotels and tourism investments. Also, some compete in Africa,
while others do not. As an example (the same analysis has been done for the other 7 cities),
Casablanca’s top three global competitors are Muscat, Vientiane and Da Nang. These four
cities compete for a certain combination of FDI sectors, such as Real Estate, Hotels &
Tourism, business and Financial Services, and Automotive. Casablanca therefore competes
at the global level, while within the MED region, it has no competitors. Identifying which
cities invest in the MED region and which are MED competitors would help investment
promotion agencies in their targeting and investment generation activities.
The report also identifies regional clusters of FDI, which is different from the previous
analysis, which defines competitors at the city level. The report reveals that the regions of
competition of MED cities can be entirely different. Casablanca’s major region of
competition is the Randstad-Ruhr-Flemish Diamond region in North-West Europe, one of
the world’s most competitive FDI megaregions. The city of Casablanca could explore in
detail what location factors and policies makes North-West Europe such a powerful
competitor region and utilize this information to develop its own investment promotion
strategies. The same “regional clusters” analysis was done for each of the 8 cities, but not
each can be discussed in the conclusions. The key message is that each city will have its
own region of competition, at different scales, and contending for different FDI sectors.
Such information as well as a better understanding of location factors and policies that
make these regions attractive to certain combinations of investment can in the future lead
to better-informed investment promotion strategies and marketing.
The relationship between the geography of FDI and income inequality
The paper discusses the relationship between the geography of FDI in MED countries and
income inequality. FDI inflows may affect different governorates or cities of an economy
unevenly and, consequently, exacerbate territorial disparities. At the same time, FDI can
have positive effects on hosts countries’ local development. It can play an important role
in raising technological level, productive capability and a governorate or a city ability to
compete in international markets. Foreign firms bring also new knowledge and new
management skills, and local firms can learn from this. Furthermore, FDI can increase local
labour demand, even if some adjustments across sectors can take place in the short-term.
The paper shows that higher foreign investment is associated with higher income inequality
in MED cities but with lower inequality within European cities. This is likely because
European cities have a higher presence of technologically skilled labour and more
trustworthy institutional capacity, which investors seek to reduce risk. More importantly,
it has been shown that the real problem with FDI is that it is unevenly distributed across
cities within a country. The more this unevenness increases, the higher the income
inequality in cities will be. Therefore MED cities should explore mechanisms and policies
to more evenly distribute FDI.
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Appendix

Appendix Table A: MED-Europe FDI Rank – Top 30 MED-Europe City Destinations
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Appendix Table B: MED-Africa FDI Rank – Top 30 MED-Africa City Destinations
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Appendix Table C: MED-Middle East FDI Rank – Top 30 MED-Middle East City Destinations
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Appendix Table D: Various FDI Ranks of all Southern Mediterranean City Destinations
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Appendix Figure A: Cairo Top Three Competitors for FDI

Appendix Figure B: Amman Top Three Competitors for FDI
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Appendix Figure C: Beirut Top Three Competitors for FDI

Appendix Figure D: Bethlehem Top Three Competitors for FDI
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Appendix Figure E: Tripoli Top Three Competitors for FDI

Appendix Figure F: Tunis Top Three Competitors for FDI
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Appendix Map A: Global FDI – Top 20 World City Destinations: Zoom-in

Appendix Map B: Top Ten Competitors of Cairo (yellow) and their Investing Cities (blue)
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Appendix Map C: Top Ten Competitors of Cairo (yellow) and their Investing Cities (blue) – Zoom-in

Appendix Map D: Top Ten Competitors of Amman (yellow) and their Investing Cities (blue)
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Appendix Map E: Top Ten Competitors of Amman (yellow) and their Investing Cities (blue) – Zoom-in

Appendix Map F: Top Ten Competitors of Beirut (yellow) and their Investing Cities (blue)
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Appendix Map G: Top Ten Competitors of Beirut (yellow) and their Investing Cities (blue) – Zoom-in

Appendix Map H: Top Ten Competitors of Bethlehem (yellow) and their Investing Cities (blue)
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Appendix Map I: Top Ten Competitors of Bethlehem (yellow) and their Investing Cities (blue) – Zoom-in

Appendix Map J: Top Ten Competitors of Tripoli (yellow) and their Investing Cities (blue)
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Appendix Map K: Top Ten Competitors of Tripoli (yellow) and their Investing Cities (blue) – Zoom-in

Appendix Map L: Top Ten Competitors of Tunis (yellow) and their Investing Cities (blue)
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Appendix Map M: Top Ten Competitors of Tunis (yellow) and their Investing Cities (blue) – Zoom-in

Appendix Map N: Hot Spot Analysis of Cairo’s Regional Competitor Clusters
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Appendix Map O: Hot Spot Analysis of Amman’s Regional Competitor Clusters

Appendix Map P: Hot Spot Analysis of Beirut’s Regional Competitor Clusters
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Appendix Map Q: Hot Spot Analysis of Bethlehem’s Regional Competitor Clusters

Appendix Map R: Hot Spot Analysis of Tripoli’s Regional Competitor Clusters
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Appendix Map S: Hot Spot Analysis of Tunis’s Regional Competitor Clusters
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Appendix Table E: FDI’s Impact on Inequality in the Southern Mediterranean and Europe
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Appendix Table F: The Distribution of FDI across Different City Tiers

Appendix Table G: The Impact of FDI on City Disposable Income

