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Abstract
In this paper, we explore the link between globalization of the retail sector and the export
activity of rms from their origin country. In a previous paper (Cheptea et al. (2014)), we
showed that exporting rm from countries with internationalized retail companies benet more
from this process than rms from other countries. The underlying assumption of this paper is
that the main benets are grasped by the retailers' domestic suppliers. In other words, rms
that sell their products under retailers' brands benet more from the overseas expansion of
retailers than other rms. We employ French rm-level data to evaluate the eect for the two
types of rms. We identify retailers' suppliers using the certication of French agri-food rms
with the private IFS standard, granting them the right to sell their products under a retailer's
brand. Our empirical objective is to estimate whether rms with IFS certication have better
export performance on markets where French retail companies have established outlets. We nd
that certied French rms export more than non-certied rms to markets where IFS retailers
established outlets (mainly outside Europe). The dierence is statistically signicant and robust
to the use of rm- and country-specic xed eects. Results are similar for the extensive and
the intensive margin of exports.
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1 Introduction
All the worlds' largest retailers have established and multiplied their outlets in foreign countries.
This trend has accelerated over the last decade and the struggle for new markets remains on the top
of these rms' agenda. Their large size, many of these rms being included in the Forbes Global
2000 list of world's biggest companies, and their wide transnational network of outlets and business
connections make these rms major regional and global players. Therefore, the overseas expansion
of multinational retailers is likely to shape not only domestic and local economies, as suggested by
the traditional literature on foreign direct investment, but also the foreign trade of origin and host
countries.
In this paper we explore the link between globalization of the retail sector and the export
activity of rms from their origin country. The literature on this subject is new and covers only
a limited number of issues.

Our analysis relates the most to the work of Head et al. (2010) on

the impact of multinational retailers established in China on host country exports, and to NordÃs
et al. (2008)'s case study analysis of the impact of the arrival of multinational retailers on host
country export patterns. In a previous paper (Cheptea et al. (2014)), we show that the overseas
expansion of a country's retailers fosters its exports to these foreign markets. This can be due to
a reduction of trade costs for rms from the origin country supplying retailers, or to a change in
consumer preferences in the host country that benets all origin country rms. In the current paper
we use French rm-level data to evaluate the relative importance of these two channels. We argue
that xed and/or variables exporting costs are lower for the domestic suppliers of multinational
retail companies than for the rest of domestic rms. From this, we build an equation that permits
to measure the impact of the foreign activity of multinational retailers on the export capacity of
rms from its origin country, and especially of those identied as retailer suppliers. This impact
is disentangled from the one due to an increase in consumers' preference for origin country goods
and beneting to all agri-food rms. We use data on French agri-food rms and nd that being
a supplier for a multinational retail company on the domestic market increases the rms' export
capacity to a foreign market where the retailer operates, both in terms of the probability to export
and the volume of exports.
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2 Stylized facts
2.1 IFS certication to identify retailers' suppliers
Our objective is to see whether retailers' suppliers have better export performance on markets
where French retail companies have established outlets. Although information on retailers' suppliers
is highly condential, data on the certication of agri-food rms with private standards required
by retailers is a good way to overcome this diculty. French rms willing to sell their products in
retailers' outlets have two options: sell them under their own brand, or sell products under retailers'
brand. Actually, most rms selling under their own brands also sell similar products under retailers'
brand. This can be explained, for example, by the attempt of rms to optimize their production
capacities, which often exceed their sales. To sell its products under the retailer's label, rms need to
comply with some private standards imposed by the latter, through a certication obtained from a
private independent organism. Consequently, certication establishes preferential relations between
retailers and their suppliers, regardless of their country of origin, and is a good proxy for identifying
rms supplying retailers.
Our paper focuses on the exports of French agri-food rms from 2003 to 2010 to all destinations,
using information collected from dierent databases. We restrict the analysis to French rms from
the food and beverage industry, i.e. agri-food rms. This choice is motivated by the fact that goods
from this industry are sold in all retailer outlets and, therefore, the investigated eects should be
the strongest on the international trade in this type of products. Considering a specic industry
has also the advantage of limiting the importance of unobserved factors expressed at the industry
level on the rm's export behavior.

French retailers use the IFS (International Food Standard)

certication and we focus our analysis on this particular private standard.
The IFS was launched in 2003 by the associated members of the German retail federation.
Joined by its French and Italian counterparts in 2004 and, respectively, 2006, the standard drew
up a quality and food safety standard for retailer branded food products, named the IFS Food,
intended to allow the assessment of suppliers' food safety and quality systems, according to a uniform
approach. Indeed, under the EU food law, retailers and brand owners have a legal responsibility for
their brands. Private standards are, hence, designed to assist retailers and brand owners to produce
food products of consistent safety and quality. In particular, they facilitate the standardization of
quality, safety and operational criteria, and the fullment of legal obligations by manufacturers.
Accordingly, these standards are appropriate tools for the application of the due diligence principle,
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i.e. the obligation to perform an investigation before contracting. We built an original dataset on
French agri-food rms, including both rms certied with the IFS and non-certied rms, in four
steps. First, we identied the French agri-food rms that were IFS certied since the launching of the
certication in 2003, using the exhaustive list of certied rms supplied by the IFS organization.
Second, we combined the information on rms' IFS certication with data on the economic and
nancial activity of French rms from the AMADEUS dataset, built by Bureau van Dijk.

The

AMADEUS dataset records comparable nancial and business information for public and private
rms across Europe.

The data are collected from company reports and balance sheets, and are

updated weekly. Firms are distinguished by a unique identication number, corresponding to the
scal identier in their country of origin, which permits to match the AMADEUS data with rmlevel data from national sources. The accounting data include among others rm-level variables,
such as sales, value-added, stock of capital, investment, and employment. We employed the version
of the AMADEUS database covering French rms operating in the agri-food sector in 2012. Third,
to supplement information on the export behavior of rms, we merged our dataset with the French
customs data. The French Customs Register reports the volume and the quantity of exports of all
French exporting rms, by product (at the 8-digit level of the HS classication) and destination
country. We focus on the exports of French agri-food rms of grocery products sold in supermarkets,
corresponding to HS2 chapters 1 to 24.

Finally, we combined our obtained dataset on the IFS

certication, the economic, nancial, and export activity of French agri-food rms with data on the
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volume of sales of French retailers in each country of the world from the Planet Retail database.

The latter provides a lower level of product detail than the French Customs data, grouping together
all grocery products sold in retailers' outlets.
We end up with a dataset of about 25,000 agri-food rms for each year between 2004 and 2010.
The introduction of the IFS certication in 2003 sets the lower limit of the investigated time period.
The availability of grocery sales of multinational retailers restricts us from expanding our analysis
beyond the year 2010.

2.2 IFS certied rms are larger, more productive, and more export oriented
The international trade literature on heterogeneous rms tells us that only large and most productive
rms export. This well-recognized feature is conrmed in our panel of French agri-food rms (Figure

1

This database records the grocery sales by the world's top hundred individual retail companies in each country.
The ve French retail companies are in this top hundred.

4

1). Therefore, merging rm-level data collected by French statistical bodies with the AMADEUS
dataset does not imply any important sample selection problem and should not aect our main
results. Average and median turnover and productivity levels of exporting French agri-food rms
are larger than those of their domestic competitors. These results hold, both overall and within each
size group dened by the rm's number of employees. Average and median turnover and productivity
levels of exporting French agri-food rms are larger than those of their domestic competitors. These
results hold, both overall and within each size group dened by the rm's number of employees.
French rms with IFS certication are on average larger and more productive than non-certied
rms. Considering the whole panel, 63% of the rms have 50 or fewer employees, while 34% have
over 500 employees.

This distribution across size groups is considerably skewed to the right for

certied rms, 62% of which belong to the large size group. The dierence between certied and
non-certied rms is even more prominent in terms of the distribution of rms' turnover. Certied
rms have an average turnover twenty times larger than that of the rest of the rms in our panel.
Average productivity is also higher among rms with IFS certication, although the dierence is
statistically signicant only for small-size rms.
Certied rms represent only 4% of the French agri-food rms, but 15% of the number of
exporting rms in this sector. At the same time, the exports of certied rms account for one third
of the French agri-food exports. These numbers illustrate that rms with IFS certication are more
likely to export than non-certied rms, and when they do so, they export larger amounts. If we
focus on the subsample of rms certied with IFS, the rate of exporting exceeds 40% for the entire
period. Meanwhile, only 9% of the non-certied rms in our sample export. The dierence between
certied and non-certied rms is also reected in the number of export destinations. Thus, certied
rms export on average to 16 countries, while their non-certied compatriots only to half as many
destinations. This evidence suggests that IFS certication may reduce rms' exporting costs and
grant them an improved access to foreign markets.

3 Estimation of the impact of the foreign sales of French retailers
on the exports of French agri-food rms
3.1 Empirical strategy and data
In this section we estimate the impact of French retailers' sales on the exports of French agri-food
rms to the host country, distinguishing the eect on the export of retailers' suppliers from the
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eect on other rms' exports. To this end, we employ data on the IFS certication of French rms
to identify retailers' domestic suppliers.
We evaluate the eects at the extensive and the intensive margin. We estimate the impact of
retailers' overseas activity on the probability of rm

f

to export to country

j

(the extensive margin),

and on the volume of its exports to these destination (the intensive margin). In both models, exports
of rm

f

to destination country

j

at time

t are determined by a set of rm- and country-level control

variables, including the certication status of the rm,
export market

j , ln Salesjt ,

IF Sf t ,

the activity of French retailers in

and an interaction term of these two variables.

The impact of this

interaction term points out whether the probability to export and the volume of exports to markets
where French retail companies established outlets is higher for retailers' suppliers.
In the model for the extensive margin the dependent variable is binary:

I(Exportsf jt > 0) = β0 + β1 IF Sf t + β2 ln Salesjt + β3 (ln Salesjt × IF Sf t ) + ∆Xf t + ΘYjt + εf jt
We estimate a similar model for the intensive margin.

ln Exportsf jt = α0 + α1 IF Sf t + α2 ln Salesjt + α3 (ln Salesjt × IF Sf t ) + BXf t + ΓYjt + f jt

(2)

The data panel used for estimations covers the exports of grocery products sold in supermarkets
of French agri-food rms between 2004 and 2010.

The data sources and the construction of the

panel are explained in detail in section 2. We aggregate the export data across products in order
to obtain the overall value of agri-exports of each rm to each country. The volume of sales of all
French retailers in each importing country are obtained by summing the sales of individual French
retail companies. We use time-invariant and time-varying xed eects for each rm and country in
our panel to capture the eects of rm- and country-specic variables

Xf t

and

Yjt .

equation (1) is

estimated using a linear probability model because of capacity constraints of estimating a Probit or
Logit model with a large set of xed eects. Equation (2) is estimated with OLS.

3.2 Extensive export margin
We start by investigating the impact of certication and retailers' foreign activity on the extensive
export margin, i.e.

the probability of a rm to export to a given market.

Table 2 displays the

results of the estimation of equation (1) using a linear probability model. Our dependent binary
variable takes the value one for all observations with positive exports, and the value zero otherwise.
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(1)

In order to correctly estimate the impact on the extensive margin, we need to include nil exports
of each rm in our panel. Therefore, our estimation panel corresponds to the full matrix of French
rms, years, and destination markets. As we use a linear probability model, the size of estimated
coecients is not directly interpretable as a change in rms' probability to export, but the sign of
coecients is a plausible indicator of a positive or negative change in export probability.
The ve columns of Table 2 correspond to ve dierent specications, using dierent sets of rmand country-specic xed eects. In the regression reported in column 1 we use time-varying country
xed eects alone. This permits us to compare eects across rms, for a given destination and year.
The sales of French retailers on the import market are collinear with the importer xed eects and
are dropped from the estimation. We nd a positive signicant coecient for the IFS certication
variable and for the interaction term. This indicates that certied rms have a higher probability to
export, and this probability increases with the sales of French retailers on the destination market.
In column 2 we add time-invariant rm xed eects. This permits us to compare the eects of
the overseas activity of French retailers within the rm, for a given destination market and year. We
nd a signicant eect only for the interaction term. Results show that becoming certied does not
increase the rm's probability to export on markets without French retailers (the coecient of the
IFS certication dummy is not signicantly dierent from zero), but it does increase the probability
to export to markets where French retailers operate. Moreover, the second coecient shows that
certied rms benet more from an increase in the foreign sales of French retailers.
The estimation reported in column 3 includes only time-varying rm-specic xed eects. This
enables us to evaluate the eects across dierent export destinations for a given rm and year.
The IFS certication dummy is dropped from the estimation due to collinearity with xed eects.
Results show that the foreign sales of French retailers increase the probability to export for all
French rms in the agri-food sector. This nding is in line with Cheptea et al. (2014), who show
that the overseas expansion of retailers fosters the exports of their country of origin to the retailers'
host countries.

The eect is larger for certied rms, as pointed by the positive and signicant

coecient for the interaction term.
In column 4 we use time-varying rm eects together with time-invariant country xed eects.
Compared to the estimation in column 3, we now control for the main dierences between import
markets (the ones that remain constant in time). The coecient of the interaction term is again
positive and statistically signicant, conrming that certied rms are more likely to export to
foreign countries where invest French retailers. The eect is stronger the larger the sales of French
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Table 1: Extensive margin

Certication IFS
ln Sales

Certication IFS x ln Sales
Firm FE
Country FE
Firm x time FE
Country x time FE
Nb observations
R2

(1)

(2)

0.022***
(0.00)

0.0002
(0.00)

0.0497***
(0.00)
no
no
no
yes
0.02

35,007,193

(3)

(4)

(5)

0.0499***
(0.00)
yes
no
no
yes

0.0084***
(0.00)
0.0484***
(0.00)
no
no
yes
no

-0.0012***
(0.00)
0.0497***
(0.00)
no
yes
yes
no

0.0499***
(0.00)
no
no
yes
yes

0.16

0.15

0.16

0.16

35,007,193

35,007,193

35,007,193

35,007,193

Clustered (by rm) standard errors in parentheses. * p < 0.10, ** p < 0.05, *** p < 0.01.

retailers. The coecient on the sales of French retailers in the import market corresponds to the
eect on the export probability of non-certied rms. The negative value of this coecient indicates
that non-certied rms are less likely to export to countries where French retailers have established
outlets, although the magnitude of the eect is very small. These ndings indicate that only certied
rms benet from the overseas activity of French retailers.
In column 5 we use time-varying xed eects for rms and import countries. This permits us
to control for all possible observable and non-observable rm- and country-specic factors.

The

only coecient estimated in this case is that of the interaction term. The certication dummy and
retailers' sales in the import country are dropped because of collinearity with the included xed
eects. Results validate our nding from the previous columns that certied rms have a higher
probability to export to destinations with high sales of French retailers.
To sum up, in all columns of Table 2 the coecient of our variable of interest (the interaction
term

ln Salesjt t × IF Sf t )

is always positive and statistically signicant.

The magnitude of the

eect almost does not change, proving the robustness of the eect. This supports our prediction
that certied rms benet more than their non-certied counterparts from the activity of French
retailers on foreign markets. Certied rms that can sell their products via retailers' network of
outlets are more likely to export to countries where are located these outlets than non-certied rms
from the same country of origin.
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3.3 Intensive export margin
We turn now to the analysis of the intensive margin of trade and evaluate how multinational retailers
and certication aect rms' volume of exports to each market. We estimate the intensive export
margin equation (2) and report results in Table

??.

The ve columns of Table 2 correspond to the

same specications displayed in the ve columns of Table 2. As in the case of the extensive margin
(Table 2), the coecient of the interaction term variable is positive and statistically signicant
for all specications. Hence, the activity of French retailers on foreign markets increases not only
the probability of French certied rms to export to these destinations, but also the value of their
exports.
Comparing these results to those on the probability to export shows some dierences in the
coecient of the IFS certication dummy and of French retailers' sales in import countries.

For

the specication in column 2, which places the analysis within the rm, for a given destination
market and year, we nd that becoming certied decreases the volume of exports to markets with
no French retailers.

This means that certied rms concentrate their exports on markets where

French retailers operate, leading to a decrease of export to other markets.

This trade diversion

eect is found only for the volume of exports, but not the export probability. A détailler
In column 4, where we analyze the eect within destination countries for a given rm and year,
the sales of French retailers' in the import market does not have a signicant impact. Thus, although
non-certied rms are less likely to export to countries where French retailers invest, the volume
of their exports is unaected. The "driving eect" is positive for certied rms, as revealed by the
positive and statistically signicant coecient of the interaction term. Firms that already supply
French retailers on their domestic market benet more from retailers' internationalization, which
opens them the access to new markets and allows them to export more in value terms.

3.4 Robustness of results
3.4.1 Selection bias
Only some rms export due to xed export costs and rm heterogeneity.
varies across destination markets.

The export threshold

Left-censoring of the data by the lowest export value to each

market. Eaton and Kortum (2002) Tobit estimator estimate the eect together on the intensive and
extensive margins.
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Table 2: Intensive margin

(1)

(2)

0.64***
(0.09)

-0.09**
(0.03)

Certication IFS × ln Sales

0.21***
(0.04)

Firm FE
Country FE
Firm x time FE
Country x time FE
Nb observations
R2

no
no
no
yes
147,625
0.093

Certication IFS
ln Sales

(3)

(4)

(5)

0.17***
(0.03)

0.44***
(0.02)
0.17***
(0.04)

0.00
(0.02)
0.18***
(0.03)

0.19***
(0.04)

yes
no
no
yes
147,625
0.469

no
no
yes
no
147,625
0.373

no
yes
yes
no
147,625
0.502

no
no
yes
yes
147,625
0.505

Clustered (by rm) standard errors in parentheses. * p < 0.10, ** p < 0.05, *** p < 0.01.

3.4.2 Endogeneity of retail sales and certication
Retail sales and exports have common determinants (Cheptea et al. (2014)). The decision to certify
is linked to the export decision.

4 Conclusions
Our results provide evidence that the positive impact of the internationalization of retailers on
trade is more due to a reduction in trade cost for retail suppliers, than to a change in consumers'
preferences in the host country.

Hence, this paper calls for a discussion on the central role of

retailers in the supply chain. Other papers have considered the relationship between retailers and
their suppliers, in particular in the case of an overseas expansion (Wrigley and Lowe, 2010, Dawson
2007).

Certication can be seen as a formal or implicit contract that denes the preferential

supplier of retailers, according to Reardon, Henson, and Berdegué (2007).

Our work suggests

extending this discussion to other empirical strategies highlighting the central role of retailers in
international trade.
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