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1 | INTRODUCTION

Abstract

Food retail transformation in developing countries continues
to receive attention due to its implications for business
expansion and food system development. We assess the
dynamism of supermarketization in two relatively under-
studied regions—Sub-Saharan Africa and the Middle East and
North Africa—applying the institution-based view and econo-
metric analysis of a pooled cross-sectional dataset of over
700 country-year observations. While modern food retail has
shown rapid growth, the traditional food retail segment is still
dominant in both regions. The observed food retail patterns
may be attributed to economic factors (income levels),
sociodemographic (female labor force participation, urbaniza-
tion, and religion), and institutional factors (control of
corruption, ease of starting a business, time to enforce
a contract, and World Trade Organization membership).
However, while economic and sociodemographic variables
exhibit similar effects in both regions, results are mixed
regarding the institutional factors; potential explanations are
suggested [EconlLit citations: 0100, L100].
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Recent decades have witnessed rapid growth in the number and market share of modern-format food retail outlets,

including supermarkets, hypermarkets, and discount stores, across food sectors globally and in developing
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countries. This process is known as supermarketization (Dries, Reardon, & Swinnen, 2004; Reardon, Barrett,
Berdegué, & Swinnen, 2009; Reardon, Timmer, Barrett, & Berdegué, 2003). The transformation in the food retail
sector started in upper-income niches and diffused to middle-class and poorer consumer markets (Reardon &
Swinnen, 2004; Reardon et al., 2003; Traill, 2006), and spread from large and intermediate cities to smaller towns
(Reardon & Timmer, 2007). Scholars continue to explore the drivers behind the rapid expansion, the extent and
nature of penetration (Humphrey, 2007), the degree of continuity in food retail transformation, and the uniqueness
in expansion strategies (Reardon, Timmer, & Minten, 2012) due to the implications of supermarketization for
international business, food system development, food security, and health and nutrition transformations (Hawkes,
Blouin, Henson, Drager, & Dubé, 2009; Wolf-Powers, 2017).

Nevertheless, gaps exist within the literature on supermarketization. First, previous studies have a limited
empirical scope. Few studies have been extended geographically to explore and test regional trends within the food
retail sector (Reardon et al., 2012), particularly in Sub-Saharan Africa (SSA) and the Middle East and North Africa
(MENA). Earlier studies conducted using data from the 1990s and early 2000s overlook ongoing dynamics and
potentially important recent developments. A second limitation relates to theory. Although food retail expansion may
pose unique strategic challenges, the literature has overlooked systematic linkages between supermarketization and
relevant theories from the international business and development planning fields. One reason for this omission may
be the inherent limitation of traditional business theories, which are conditioned by industry-based factors and unique
resources but which have failed to account for the effect of the institutional environment on the strategic formulation
(Peng, Sun, Pinkham, & Chen, 2009). Our study argues that the “institution-based view” proposed by Peng et al.
(2009) provides an appropriate framework to assess the factors responsible for the rapid transformation of the food
retail sector across geographies. While some efforts have been made in this direction, much of the research has
focused on the effect of the institutional environment on firm-level performance (Lee, Yin, Lee, Weng, & Peng, 2015;
Tong, Alessandri, Reuer, & Chintakananda, 2008). Other studies narrowly define the institutional environment,
focusing on a single institutional characteristic (usually political risk in the host country) or assuming the institutional
environment to have only a moderating role (Marano, Arregle, Hitt, Spadafora, & Essen, 2016). This study attempts to
answer the following questions: How do institutional variables affect food retail transformations in MENA and SSA?
Do factors affecting retail transformations between the two regions significantly differ?

The study offers an empirical contribution by applying improved econometric analysis techniques to an expanded
dataset to assess the correlates of supermarketization, to validate results of previous empirical studies, and to assess
the dynamism of supermarketization in recent periods and in two relatively understudied regions. In terms of theory,
this study adopts the institution-based view as a useful framework to understand the drivers of food retail
transformations in developing countries, and systematically links the drivers for such transformation to the
international business and development planning literature. This study differs from most recent institution-based
analyses in that it considers the relationship between the institutional environment and the extent of food retail
transformation at the aggregate rather than the firm-level (Chadee & Roxas, 2013; LiPuma, Newbert, & Doh, 2013).

The paper proceeds as follows. Section 2 presents a theoretical framework and literature review, Section 3

discusses the data and methods, Section 4 presents the results and discussion, and Section 5 concludes.

2 | THEORY AND LITERATURE REVIEW
2.1 | Theoretical framework

The business literature is dominated by two alternative views—industry-based (Porter, 1980) and resource-based
(Barney, 1991)—to explain the firm’s strategic behavior and performance. Heavily influenced by Porter’s Five
Forces model (Porter, 1980), the industry-based view focuses in the market structure, while the resource-based

view relies on the firm’s ability to possess key resources and turn those resources into a distinctive competitive
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advantage (Ketchen, Hult, & Slater, 2007). A key limitation of the two views, however, is that they pay little
attention to institutional factors (Narayanan & Fahey, 2005; Peng & Khoury, 2008). In fact, these theories were
developed and tested in a Western context in which economic actors are assumed to operate in a frictionless
market environment. Thus, they are insufficient to answer some key questions, such as those raised by Buckley
(2002) and Peng (2004) in explaining the flows of foreign direct investment (FDI), entry strategies, and the factors
influencing the performance of multinational enterprises in different contexts. Recent studies have expanded the
scope of analyzing business decisions by introducing the institutions-based approach in their research (Meyer &
Peng, 2005; Peng et al., 2009; Peng, Wang, & Jiang, 2008). Studies of the food industry specifically find that in
addition to the firm and industry-specific factors, country and institutional characteristics influence firm
performance (Hirsch & Schiefer, 2016; Hirsch, Schiefer, Gschwandtner, & Hartmann, 2014)

In fact, the concept of institutions has become a popular domain of research in economic organization studies
following the development of the New Institutional Economics (NIE) theory (North, 1990; Williamson, 1991). The
literature provides various definitions of institutions, but North (1994) offers the most widely used definition:
Institutions are “the humanly devised constraints that structure human interaction... made up of formal constraints (rules,
laws, constitutions), informal constraints (norms of behavior, conventions, and self-imposed codes of conduct), and their
enforcement characteristics” (p. 360). North’s main proposition is that institutions matter but differ in their respective
capacities to “infuse order” and avert the potential conflicts that threaten business opportunities, and to compel
economic actors to behave according to formal structures and social norms (Williamson, 1991). Recent research
has advanced North’s proposition that “institutions matter” to “how institutions matter” (Peng & Khoury, 2008).

The institutions-based approach is relevant for modern food retail expansion decisions because host-country
institutions can have a determinant effect in shaping business conduct and mitigating uncertainty (Peng et al.,
2009). The institutional environment can play a role in promoting modern food retail expansion, for example, by
influencing how transactions should be executed, by imposing sanctions against noncompliance, or by reducing
transaction costs (e.g., costs related to finding trading partners or negotiating and enforcing contracts). Because the
objective of this study is to analyze the effect of the institutional environment on modern food retail expansion,
country-level analysis is preferred to firm-level analysis. Moreover, a firm-level analysis should properly account for
differences in firms’ resources and strategies, which requires more data and is thus less feasible.

2.2 | Theories and qualitative evidence of modern food retail expansion

Research on supermarketization and its implications in developing countries began in earnest in the 1990s and
increased in the 2000s (Reardon et al., 2009). Reardon et al. (2003) conceived the determinants of food retail
transformations as a system of supply and demand conditions. Accordingly, demand-side factors such as gross
domestic product (GDP), income per capita and income distribution, urbanization, and female labor force
participation; and supply-side factors such as economies of scale, sophisticated management support systems
(innovation), international experience (economies of replication), and economies of scope (Reardon et al., 2009;
Vias, 2004) were cited as the drivers of modern retailing in developing countries. Very recently, Lu and Reardon
(2018) have proposed a similar model highlighting economic forces as key factors in explaining the coexistence
between (or transition from) the traditional and (to) modern food retailing.

From the perspective of supply and demand conditions, modern food retail expansion in developing countries
before the 1990s was primarily state-driven, aimed at offering low margin and large volume staple foods for low-income
urban households (Goldman, 1974). However, the expansion of modern food retail formats was slow, particularly in
low-income neighborhoods, and thus was limited to small niches (Reardon & Hopkins, 2006). In the mid-1990s,
however, modern food retailing became more demand-driven due to the liberalization of trade in many developing
countries. During this period, global investment in the food retail sector grew sharply across South America, Central and
Eastern Europe, East Asia, and North Africa (Reardon & Swinnen, 2004). Reardon and Hopkins (2006) characterize

85UB017 SUOWILIOD BAIEaID 8|t jdde ay) Aq pausenob afe s O 88N 4O S3|nI o) ARIGIT8UIIUO A3]IM UO (SUOTIPUOD-PLE-SWLRIALID A8 | IMARR1q 1 U1 IUO//SdNY) SUORIPUOD PUe SLWLB | 8U) 885 *[7202/70/y2] Uo Ariqi7auluo A|IM ‘NONVE3T- I VYN IH Aq 19Tz 1Be/200T 0T/I0p/wod A8 im* Akeiq 1 puljuo//Sdny WwoJy papeojumoq ‘€ ‘0202 'L629025T



BAHN ano ABEBE

ﬂWILEY—AgI’ibRS‘iU?S@

retail transformations across the developing world in four waves, spreading to (a) South America, northern Central
Europe, East Asia (outside Japan and China); (b) Mexico, Central America, South Africa, Southeast Asia, southern
Central Europe; (c) India, China, Eastern Europe; and (d) eastern and southern Africa and South Asia (outside India).
Apparently, most of the previous studies are heavily influenced by the industry-based view and focused on
describing the pattern and evolution of food retail transformations across countries (Lu & Reardon, 2018), taking
institutional factors for granted (Peng et al., 2008). Recent studies have highlighted the significance of host-country
institutions in shaping strategic business decisions and performance, in addition to industry-specific and firm-level
factors (Chan, Finnegan, & Sternquist, 2011; Etgar & Rachman-Moore, 2010). For example, in the early 2000s,
southern and eastern low-income Mediterranean countries were in an early stage of supermarket diffusion that was
unexpected in light of their economic ties to the European Union and their potential attractiveness as a destination
for foreign investment by European retailers. Codron, Bouhsina, Fort, Coudel, and Puech (2004) attribute this lack of

FDI in the food retail sector to unspecified cultural traditions and political and administrative constraints.

2.3 | Quantitative studies of modern food retail expansion

Most studies documenting the extent and drivers of modern food retailing have relied primarily on qualitative
approaches. Few studies have quantitatively modeled the expansion of modern food retail, including in developing
countries, using macrolevel data; these are reviewed below.

Dries et al. (2004) model linear, single-variable relationships to assess supermarket penetration in nine Central
and Eastern European (CEE) transition economies using data from 1998 and 2002. Adopting the share of modern
retail in total food purchases as the dependent variable, the authors find a strong positive correlation between the
share of modern retail and the European Bank for Reconstruction and Development (EBRD) reform index, which
reflects the extent of institutional and economic reform per country; and with GDP per capita. However, this study
includes only a single institutional variable (EBRD index) and is specific to the 1990s transition period in CEE
countries. Furthermore, the study does not offer a conceptual basis but rather describes the stages of retail
transformation in CEE countries. Dries et al. (2004) also find two demand-side factors—urbanization and female
labor force participation—having no significant relationships with the retail transformation in CEE countries.

Looking to China, Hu, Reardon, Rozelle, Timmer, and Wang (2004) categorize the drivers of supermarket growth
as socioeconomic or policy-related. Socioeconomic drivers include urbanization, rising incomes, access to public and
private assets such as education, transportation networks, and refrigerators, and history of state-managed urban
retail that accustomed Chinese consumers to shopping in chain stores. Policy-related drivers include liberalization of
the retail sector, state investment in supermarket chains, relaxation of FDI regulations in the 1990s, and government
efforts to convert informal wet markets into supermarkets. Hu et al. (2004) quantitatively model supermarket
penetration in China, estimating per capita sales of the 90 largest supermarkets as a dependent variable based on the
urban share of the population, disposable income per urban citizen, the per capita number of wholesale markets, the
per capita length of expressways, and regional and year dummy variables. The authors conclude that both specific and
general factors are responsible for rapid supermarketization in China. Again, this study only describes the retail
transformation in China and implicitly attributes it to the market structure.

Traill (2006) also applies econometric modeling techniques to assess the drivers of supermarketization, using
evidence from 42 countries and the percentage share of supermarkets in retail food sales as the dependent variable.
Traill (2006) concludes that GDP per capita, income distribution, urbanization, female labor force participation, and a
measure of openness to foreign investment are positively correlated with the expansion of supermarkets. Although the
study is cross-country and applies several macrolevel variables, it does not systematically link the rise of
supermarketization in developing countries to any specific theory but rather to supply- and demand-side factors.

Tandon, Woolverton, and Landes (2011) use cross-sectional, constructed data to estimate the importance of

demand-side and supply-side factors to supermarket penetration in developing and middle-income countries. They
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apply ordinary least squares regression to determine relationships between modern food retail expansion (between
1999 and 2009) and changes in the ease of starting a business, the share of roads that are paved, the share of
population aged 15-64, population growth, GDP growth, and regional dummies to conclude that nonprice
characteristics such as rising incomes, urbanization, and demographic shifts are more important to the expansion of
modern food retailing than supply-side efficiency gains from supermarketization.

Building on the above literature, our study has developed theoretical arguments to explain food retail
transformations across MENA and SSA. This study explicitly introduces key institutional variables, in addition to
the supply- and demand-side factors that are frequently cited in the retail literature, and empirically tests their

effect on supermarketization in SSA and MENA.

3 | DATA AND METHODS
3.1 | Data-dependent variables

Following Goldman, Ramaswami, and Krider (2002), the principle dependent variable applied within this analysis is
the share of total food retail sales accounted for by modern retailers.! A second dependent variable considered
within this analysis is the share of total food retail space accounted for by modern retail outlets. The retail literature
has long recognized both retail space and market share as measures of performance (Anderson, 1979; Waller,
Williams, Tangari, & Burton, 2010). We consider modern food retail formats to include hypermarkets, supermarkets,
discount stores, forecourt stores, and (chained) convenience stores, as defined by Euromonitor International (2017).

Data on both dependent variables were obtained from the Euromonitor International Passport Global Market
Information Database, 2017 edition.2 Euromonitor has become an important source of data for global and regional
studies about food and consumption patterns (e.g., Basu, McKee, Galea, & Stuckler, 2013; Tandon et al., 2011).
Euromonitor International (2017) reports data in absolute figures (sales in million US$, space in 1,000 m?), which
we used to calculate the share figures for modern format retail.

Dependent variable data are at the national level and recorded per country-year. Each country-year is treated
as a unique observation. Accordingly, the resulting dataset has both cross-sectional and longitudinal characteristics.
Furthermore, adopting a pooled cross-sectional approach introduces sufficient variability in our dataset to conduct
econometric analysis. We assembled two regional datasets comprising country-level data for 50 countries—11 from
MENA and 39 from SSA—listed in Table Al. Observations extend from 2003 to 2017 for the descriptive and

econometric analysis.

3.2 | Data-independent variables

We have included three groups of variables in our econometric analysis—demand-side factors (subdivided into
economic and sociodemographic), institutional, and control variables.

The selection of economic and sociodemographic variables is based on previous studies on retail transformations
across the developing countries, refined based on the availability of data. By including key economic and

sociodemographic variables into our analysis, we intend to validate prior findings in the context of SSA and MENA.

1We choose total food expenditures by type of retail outlet as a dependent variable because it allows for comparison of the overall penetration of modern
food retail within the market across a wider range of consumer goods and thus the consumer food basket, even though it may obscure price differences
across food sub-categories.

2Euromonitor data may fail to fully capture the traditional retail segment and therefore may overstate modern retailers’ share of retail outlets and retail
sales. Euromonitor data are not publicly accessible, but the specific dataset underpinning this study is accessible to Agribusiness readers through the online
portal of this journal.

85UB017 SUOWILIOD BAIEaID 8|t jdde ay) Aq pausenob afe s O 88N 4O S3|nI o) ARIGIT8UIIUO A3]IM UO (SUOTIPUOD-PLE-SWLRIALID A8 | IMARR1q 1 U1 IUO//SdNY) SUORIPUOD PUe SLWLB | 8U) 885 *[7202/70/y2] Uo Ariqi7auluo A|IM ‘NONVE3T- I VYN IH Aq 19Tz 1Be/200T 0T/I0p/wod A8 im* Akeiq 1 puljuo//Sdny WwoJy papeojumoq ‘€ ‘0202 'L629025T



BAHN ano ABEBE

Economic factors reportedly affect both the aggregate demand for food and the supply of food retail services offered by
modern retailers (Reardon et al., 2003). Larger market size and higher and rapidly growing incomes may attract
investment in the food retail sector, and so are expected to be correlated with a greater share of food sales through
modern retail formats. Economic variables initially considered within this analysis include the size of the national
economy, per capita income, growth of per capita income, and national income categories®; GDP per capita growth
(lagged) and income categories were ultimately included. Lagged GDP per capita growth may reflect investors’
assessment of the growth prospects of a particular economy and guide future business expansion decisions. As for
income, the World Bank (2019) divides economies into four categories based on their gross national income per capita:
low, lower-middle, upper-middle, and high. Such classification may provide useful information, particularly on
nonmonetary measures like quality of life, in guiding investments in the food retail sector. We also sought information on
the average share of income spent on food, but could not locate such data from publicly accessible sources. The omission
of this factor is reasonable; however, the effect of this variable can be captured by the income categories included in the
analysis since the share of income spent on food is reported to be correlated with income levels. Likewise,
sociodemographic factors may affect demand for food and thus food retail patterns. The sociodemographic variables
considered within this analysis are female labor force participation, urbanization, and religion. Female labor force
participation and urbanization are widely used in food retailing literature (Hu et al., 2004; Reardon & Berdegue, 2002;
Traill, 2006). Most previous studies show a positive correlation between these variables and increased market share for
modern food retail sales. This study introduces a novel sociodemographic variable—religion—into a quantitative model of
supermarketization. Religion may be relevant in the study context as it has, in several instances, been suggested as a
potential factor that may affect (Muslim) consumers’ food shopping behaviors (Heiman, Gordon, & Zilberman, 2019;
Hino, 2010). The religion variable was constructed as the proportion of the population that is Muslim. A continuous
variable is preferred to a categorical variable that would indicate the primary religion in a country, as the latter would
offer insufficient variation within the MENA region (Islam is the religion of the largest proportion of individuals in all
MENA countries). The religion variable is treated as time-constant due to a lack of reliable time-series data.*

The selection of institutional variables for inclusion is informed by NIE theory and previous studies and refined
based on the availability of data. Institutions are “the rules of the game” and include the formal rules and informal
constraints (North, 1990). In the study context, Peng et al. (2008) provide a broad classification of the formal and
informal institutions including those governing societal exchanges (e.g., corruption, transparency, and political risk),
economic (e.g., trade and regulation), and society (attitudes). We restrict our analysis to formal rules which are
hypothesized to be heterogeneous among countries (Asiedu, 2006; Narayanan & Fahey, 2005), and to the institutional
factors that are found to be crucial for business operations in Africa (Asiedu, 2006). On the basis of analysis of four
independent surveys—World Business Environment Survey, World Development Report Survey, World Investment
Report Survey, and the Centre for Research into Economics and Finance in Southern Africa Survey—Asiedu (2006,
p.67) identified corruption, political instability, macroeconomic instability (inflation), tax regulations, cost of doing
business, crime, FDI regulations, and lack of access to finance as the most important factors for business operations.
Our analysis includes the highly ranked institutional variables—inflation, political stability, corruption, business
regulations, and membership in the World Trade Organization (WTQ). The inclusion of multiple variables is necessary

because strategic business decisions cannot be determined by a single institutional factor (Biithe & Milner, 2008).

3The World Bank assigns countries to one of four national income categories: Low income, lower-middle income, upper-middle income, and high income.
Due to a small number of observations in the high-income category in SSA, the upper-middle and high-income categories were consolidated for analytical
purposes. Similarly, due to the small number of observations in the low-income category in MENA, the low-income and lower-middle-income categories
were consolidated for analytical purposes.

“We acknowledge the suggestion of an anonymous reviewer to include the religion variable. We sought also to include the gender inequality index (GlI)
within the study per the suggestion of an anonymous reviewer, but UNDP Human Development Reports data (http://hdr.undp.org/en/data) had few
observations across time for the countries included in our study. The decision not to include the Gl was further justified on the grounds that the GlI
accounts for factors extending beyond female labor force participation, which is the most directly and clearly considered issue in the published literature
on supermarketization. The possible relationship between other components of the Gll—such as female representation in parliamentary bodies—and
supermarketization is both less intuitive and beyond the scope of this analysis.
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Inflation, an important indicator of a country’s attractiveness for business expansion and macroeconomic
instability (Asiedu, 2006; Lane, 2001), is used in a quadratic form because its effect on the share of modern food
retail sales may be nonlinear (e.g., deflation may signal a poor business climate as much as high rates of inflation).
Composite indices measure political stability and control of corruption, which represents government efforts to
impose limits and penalties on corruption (World Bank, 2019). Business regulation is measured through the cost of
starting a business and the time required to enforce contracts. Finally, membership in the WTO should reflect
increased institutional openness to the flow of goods and services into a country and regulations related to taxes
(import tariffs). A country’s membership is considered to be effective for every year following the year of accession
(World Trade Organization, 2017).

The first control variable considered is the flow of FDI. FDI is a key entry strategy for international business expansion,
along with licensing, joint-venture, exporting, and strategic alliance (Dhanaraj & Beamish, 2009; Huang & Sternquist, 2007,
Kogut & Singh, 1988). Earlier studies suggest that FDI levels may depend on the combined effect of market attractiveness
and the business environment in the host country (Grosse & Trevino, 2005; Trevifio & Mixon, 2004). However, it is beyond
the scope of this paper to measure the effect of the institutional environment on the flow of FDI. This study controls the
potential effect of FDI on modern food retail expansion by using the lagged net FDI (as a share of GDP) because economic
agents tend to react to past changes in conditions. Finally, time (year) dummies are included to test differences between a
particular period and the omitted period (the base year, 2003).

Following the conceptual identification of independent variables, data (over the period 2003-2017) were retrieved
from secondary sources for the 50 countries listed in Table Al; descriptions and sources are listed in Table A2. The
authors performed necessary calculations to obtain logarithmic values, per capita values, growth rates, and lagged
variables if unavailable from the secondary source. The independent variables ultimately retained within the econometric
analysis include the growth rate of per capita GDP; country income category; female labor force participation;
urbanization; religion; political stability; control of corruption; ease of starting a business and enforcing a contract; and
WTO membership. Two control variables, lagged FDI and year dummies, are retained. Independent variable data were
then matched to the country-year observations for which dependent variable data are available.

3.3 | METHODS

Descriptive analysis was performed to identify patterns in food retail across SSA and MENA countries for which
data is available, and is presented in Section 4.

Next, the econometric analysis was performed. The correlation of the economic, sociodemographic, and
institutional factors described above with the relative share of the food retail market controlled by modern retail
outlets is estimated by means of both a generalized linear model (GLM) with a logit link and beta regressions, using
Stata 15.1 software.’ GLM and beta regressions are a general class of regression models applied in determining
continuous proportions (e.g., the share modern food retail shares) a dependent variable. Although previous studies
largely rely on the standard ordinary least squares model, this approach has limitations when the response variable
should logically be restricted to the interval (0, 1) to represent a proportion (Ferrari & Cribari-Neto, 2004; Papke &
Wooldridge, 2008). GLM and beta regression are more appropriate tools for analysis if the dependent variable is
bounded to such an interval, as proposed by Papke and Wooldridge (1996) and Ferrari and Cribari-Neto (2004) and
used in similar analysis (Chotikapanich, Rao, & Tang, 2007; Cox, 1996; Verkuilen & Smithson, 2012). These models

do not force data into unnatural scales and thus allow for nonlinearity and nonconstant variance structures

5As suggested by a reviewer, it may be preferred first to identify the determinants of country-level modern retail outlets (using a probit regression) and
then the determinants of modern retail sales or space using the Heckman two-stage approach. However, our dataset does not have a sufficient number of
observations to satisfy the requirements of a probit model: All the country-level observations have some combination of modern and traditional retail
outlets and thus a probit model could not be applied to generate the inverse Mills ratio, which is a necessary condition under Heckman two-stage
approach.
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(Ferrari & Cribari-Neto, 2004; Guisan, Edwards, & Hastie, 2002). Finally, the two-stage least squares (2SLS)
estimator is applied (and is the preferred method for interpretation) in specifications where endogeneity is a
concern (i.e,, if one or more of the explanatory variables are endogenous).

The basic specification of the econometric model applied here is:
Yie = By + By Xait + BoXait + - + B Xuit + &ir.

The variables Y and X, respectively, designate the dependent variables (modern retailers’ share of food retail
sales and modern retailers’ share of food retail space) and the independent variables; subscripts i and t designate
country and year observed, respectively.

The model specification was applied separately to country-year observations for SSA and MENA to assess differential
relationships between the dependent and independent variables in the two regions. The final set of independent variables
included within the regression models was established as follows: The analysis began with the identification of factors that
could potentially serve to explain differences in supermarket shares among countries, based on a reading of the literature
on supermarketization (notably Dries et al., 2004; Hu et al., 2004; Reardon et al.,, 2009; Reardon et al., 2003; Tandon et al.,
2011; Traill, 2006). Country-level data corresponding to these factors was sought from publicly accessible data sources,
including the World Bank, World Economic Forum, UNDP, and Pew Research Center. Next, regression model
specifications were considered to retain the maximum number of potentially relevant explanatory factors while also
retaining the maximum number of country-year observations. Several factors were eliminated from the initial model
specification due to limited data availability (i.e., car ownership, refrigerator ownership, the prevalence of poverty, gender
inequality index, food safety, and technological sophistication of supply chains). Indeed, these factors are highly correlated
with the level of a country’s economic development, and can thus be captured by per capita income levels included in the
model specification. Summary statistics for the variables retained for the econometric analysis are reported in Table 1.

Regression model specifications were also tested to consider variables that were available in more than one
permutation such as religion (“percentage of Muslim population” vs. “binary, majority religion category”) and institutional
metrics drawn from the doing business indicators (DBI) (starting a business measured as “Cost of business start-up
procedures as % of income per capita” vs. “Time required to start a business in days”; “Cost to enforce a contract as % of
claim” vs. “Time required to enforce a contract in days”). The authors consulted the Akaike information criterion and
Bayesian information criterion measures to select among model specifications. Appropriate statistical tests were
conducted to assess possible multicollinearity among independent variables. Accordingly, statistical tests (variance inflation
factor; Table A7) and correlation analysis (Tables A8 and A9) were performed. Initial test results indicated instances of
multicollinearity, leading the authors to eliminate problematic variables from the model specification (in GDP, inflation, and
control of corruption [for MENA only]) such that no further collinearity was observed.

4 | RESULTS AND DISCUSSION
4.1 | Descriptive analysis

In nominal terms, modern food retail sales grew by 297% in SSA and 181% in MENA between 2003 and 2017,
corresponding to average annual growth of 10.5% in SSA and 7.7% in MENA (Figure 1a,b).® Growth of modern food
retail sales outpaced that of traditional food retail sales in both regions: Traditional food retail sales grew by only
54% in SSA and 36% in MENA over the period 2003-2017, averaging an annual nominal growth rate of 3.3% and

2.3%, respectively. As the traditional food segment failed to keep pace with the modern food segment, it has lost

SReal values are unavailable, as Euromonitor publishes nominal sales data.

85UB017 SUOWILIOD BAIEaID 8|t jdde ay) Aq pausenob afe s O 88N 4O S3|nI o) ARIGIT8UIIUO A3]IM UO (SUOTIPUOD-PLE-SWLRIALID A8 | IMARR1q 1 U1 IUO//SdNY) SUORIPUOD PUe SLWLB | 8U) 885 *[7202/70/y2] Uo Ariqi7auluo A|IM ‘NONVE3T- I VYN IH Aq 19Tz 1Be/200T 0T/I0p/wod A8 im* Akeiq 1 puljuo//Sdny WwoJy papeojumoq ‘€ ‘0202 'L629025T



BAHN ano ABEBE

Agribusiness—W1 LEYJ—461
(a)

T

8.4%

Nominal Food Retail Sales (million US$)

Modern Share of Food Retail Sales (%)

2003 2005 2007 2009 2011 2013 2015 2017
I SSA Traditional - Nominal Sales SSA Modern - Nominal Sales ====SSA Modern - Share of Sales (RH)

(b)

G
X

Nominal Food Retail Sales (million US$)

Modern Share of Food Retail Sales (%)

2003 2005 2007 2009 2011 2013 2015 2017
I MENA Traditional - Nominal Sales MENA Modern - Nominal Sales
== JENA Modern - Share of Sales (RH)

FIGURE 1 (a) Nominal food retail sales and modern share of food retail sales in Sub-Saharan Africa (SSA; 39

countries), 2003-2017. Source: Authors’ calculations, based on Euromonitor International (2017). (b) Nominal food retail
sales and modern share of food retail sales in the Middle East and North Africa (MENA; 11 countries), 2003-2017. Source:
Authors'’ calculations, based on Euromonitor International (2017) [Color figure can be viewed at wileyonlinelibrary.com]

relative market share: The share of modern food retail sales increased from 13.3% (2003) to 28.4% (2017) in SSA
and from 23.9% (2003) to 39.3% (2017) in MENA region.

In terms of physical selling space, modern food retail also grew vis-a-vis traditional food retail in these
regions in recent decades: Its share in SSA rose from ~5.7% in 2003 to 10.1% in 2017, while in MENA the share grew
from 12.9% to 32.7% over the same period. However, modern food retailers in SSA accounted for not more than 10% of
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the total selling space over the period 2003-2017 (Figure 2), lower than their share of retail sales. In contrast, the
physical space occupied by modern food retailers in MENA more closely approximates their market share in terms of
retail sales.

To assess the striking difference in relative selling space in SSA and MENA, we have calculated the retail space
productivity of the modern and traditional food retail segments in both regions. Retail space productivity is
defined as total retail sales value divided by total selling space. The retail space productivity of modern food retailers is
higher than that of traditional food retailers in both SSA and MENA regions (Figure 3). Interestingly, the average
retail space productivity of modern food retailers in the SSA was ~US$6.5 million per 1,000 m? over the period
2003-2017, above the comparable figure for MENA at US$4.5 million per 1,000 m2. However, there was no
appreciable difference in the average retail space productivity of traditional food retailers in the two regions (~US$2.1
million per 1,000 m?).

Table 1 presents summary statistics for the variables included in the preferred econometric models. Of particular
interest are the dependent variables. Modern food retailers’ share of sales has a mean value of ~23.7% across all country-
year observations, and their share of selling space has a mean value of ~19.8% across all country-year observations. Both
variables display a wide variation. Descriptive statistics presented in Table 1 indicate that modern retail has been more
dominant in MENA than in SSA countries over the period for which data are available. SSA countries have grown faster in

35.0% 4
32.7%
30.0%

25.0%

20.0% - MENA
12.9%

15.0% SSA
10.0% 10.1%

5.0% -
5.7%

0.0%

2003 2005 2007 2009 2011 2013 2015 2017
FIGURE 2 Modern share of food retail space, as a percentage of total selling space, in Sub-Saharan Africa (SSA)

and the Middle East and North Africa (MENA), 2003-2017. Source: Authors’ calculations, based Euromonitor
International (2017)

Sales (million USS$) per 1,000 sq. m
iy

2003 2005 2007 2009 2011 2013 2015 2017
SSA Modern M SSA Traditional 0 MENA Modern B MENA Traditional

FIGURE 3 Retail space productivity of traditional and modern food retailers in Sub-Saharan Africa (SSA) and
the Middle East and North Africa (MENA), 2003-2017. Source: Authors’ calculations, based on Euromonitor
International (2017) [Color figure can be viewed at wileyonlinelibrary.com]
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terms of per capita GDP, but have lower incomes than MENA countries. In terms of sociodemographics, SSA countries
report higher female labor force participation than MENA countries on average, but lower rates of urbanization and lower
prevalence of Muslims among all religions. As for institutional considerations, SSA countries perform worse in terms of
corruption and have higher costs associated with starting a business than MENA countries. SSA countries are more likely

to be members of the WTO and to have higher relative FDI inflows than MENA countries.

4.2 | GLM, beta regressions, and 2SLS analysis

Before presenting the results, we first address potential concerns of endogeneity in the regression models. The
variable FDI is a suspect for endogeneity because it is likely that countries with increased modern retail shares
would attract larger FDI. If FDI is proved to be endogenous, it has to be instrumented by one or more additional
variables that are correlated with the endogenous variable (FDI) and exogenous to the dependent variables
(modern share of food retail sales or modern share of food retail space). Although good instruments are hard to
find, past studies suggest lagged FDI as a potential instrument for FDI (Alfaro, Chanda, Kalemli-Ozcan, & Sayek,
2004). Tests were performed to assess the endogeneity of the FDI variable and indicated that endogeneity was
present in three of the four regression models. Accordingly, an appropriate instrumental variable (natural log of
lagged FDI, in FDI) and 2SLS estimator were applied in the regression models. The first-stage regression was
performed to test the strength of the instrument, and the analysis showed that the instrument (i.e., in FDI lagged)
has significant explanatory power for the endogenous variable, natural log of FDI (in FDI; see Tables A3-Aé).

The other explanatory variables, such as income categories, are less likely to be endogenous for the share of
retail food sales and retail space. For example, it could be argued that an increased share of modern retail shares
would move a country to a different income category (e.g., from lower-middle-income to upper-middle-income).
However, these relationships are weak as the income categories are defined based on economic performance from
multiple sectors and extending well beyond the food retail business.

The independent variables described above (Section 3.2) have been tested to determine their correlation with the
dependent variable, share of food sales by modern food retail outlets. The Durbin and Wu-Hausman tests are
significant at 10% (SSA) and 5% (MENA) levels, as reported in the Appendix (Tables A3 and A4). Thus, the variable “In
FDI” should be treated as endogenous for the SSA and MENA model specifications. Because of endogeneity, the 2SLS
regression results are the primary results for the analysis of modern retail sales in both SSA and MENA (Tables 2 and
3). Both GLM and beta regressions are presented for comparison, while 2SLS is applied to interpret the results.”

Tables 2 and 3 show results for SSA and MENA, with several of the independent variables significant at the 10%
significance level (or lower). These results indicate that the correlates of modern food retail expansion in the host
country span all types of variables in both regions, with some systematic differences between the two regions.

Among economic factors, income categories appear to be important correlates for supermarketization in SSA
and MENA. The share of modern food retail sales did vary between the base category and the upper-middle-income
category in SSA. In fact, none of the 39 SSA countries included in our dataset were in the high-income category.
Likewise, in MENA, modern format retailers are likely to have a higher share of food retail sales in countries in the
upper-middle and high-income categories than in low- and lower-middle-income countries, in line with the existing
literature. Upper-middle-income countries are among the emerging economies that recently recorded a rapid rise
of the share of modern retail sales (Reardon et al., 2012). Looking across the two regions, income levels continue to
be consistent predictors of modern retailing, in line with earlier studies (e.g., Dries et al., 2004; Reardon et al., 2009;

Reardon et al., 2012). In MENA, the GDP per capita growth rate (lagged) is marginally significant and negatively

“Neither the GLM nor the beta regression command generates an R? metric within Stata 15.1 and thus adjusted R? is not reported. GLM cannot break
down the total sum of squares into the model and residual sum of squares, making R? a less useful diagnostic tool for GLM regression analysis (see Stata,
FAQs, https://www.stata.com/support/fags/statistics/r-squared-after-xtgls/).
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TABLE 2 Regression results: Correlates of modern retailers’ share of food retail sales for Sub-Saharan Africa
(modern retail sales)

GLM Beta 2SLS

Independent variable SSA (N =475) Robust SE) SSA (N = 475) (SE) SSA (N = 456) (SE)
Economic

GDP per capita (lagged growth rate) 0.004 (0.01) 0.008 (0.01) 0.000 (0.00)

Low income? - - -

Lower-middle income 0.013 (0.09) 0.143 (0.11) 0.012 (0.02)

Upper-middle income + high income 1.005° (0.16) 1.341° (0.16) 0.183° (0.03)
Sociodemographic

Female labor force participation 1.229° (0.46) 0.905¢ (0.38) 0.215° (0.06)

Urbanization 0.441° (0.21) -0.188 (0.28) 0.065 (0.05)

Religion—proportion Muslim 0.187 (0.13) 0.004 (0.13) 0.035 (0.02)
Institutional

Inflation squared -0.000 (0.00) 0.000 (0.00) -0.000 (0.00)

Political stability -0.105°¢ (0.05) -0.162¢ (0.06) -0.018 (0.01)

Control of corruption -0.103 (0.06) -0.216% (0.07) -0.018 (0.01)

DBI—starting a business 0.000 (0.00) 0.000 (0.00) 0.000 (0.00)

DBIl—contract enforcement -0.000°¢ (0.00) -0.001° (0.00) -0.000° (0.00)

WTO membership 0.425° (0.10) 0.570° (0.11) 0.063° (0.02)
Control

FDI (In of lagged FDI) 0.08%" (0.02) 0.070° (0.03) 0.015°¢ (0.01)

Year dummies included Yes Yes Yes

Constant -3.188 (0.39) -2.599" (0.37) -0.095 (0.06)

Pearson 31.365

LR 2 191.59

p>x 0.0000

Note: Standard errors are shown in parentheses.

Abbreviations: 2SLS, two-stage least squares; DBI, doing business indicators; FDI, foreign direct investment; GDP, gross
domestic product; GLM, generalized linear model; SE, standard error; SSA, Sub-Saharan Africa; WTO, World Trade Organization.
#Low income” is the base income category.

bSignificant at 1%.

“Significant at 10%.

dSignificant at 5%.

correlated with the share of modern food retail sales. The negative correlation is unexpected and may be due to the
fact that GDP per capita growth is an aggregate measure of a country’s economic performance and may not
singularly inform individuals’ food shopping behaviors in MENA countries.

As for sociodemographic factors, female labor force participation has a positive, statistically significant
correlation with modern retailers’ share of food retail sales in both regions (Tables 2 and 3). Urbanization is
positively correlated (but insignificant) with the share of modern retail sales in SSA but showed an unexpected
result in the case of MENA (Table 3). The reason for the unexpected result may be subject to data limitations (see
Section 4.3). Religion (a higher proportion of the population i.e., Muslim) is negatively correlated (at 1% significance
level) with modern retail sales in the MENA region, but not in SSA.

Econometric results for several variables measuring institutional environment vary across regions. In SSA,
corruption and political stability appear not to be correlated with modern food retail expansion. However, the
latter is positively and strongly (at 1% significance level) correlated with the share of food sales controlled by
modern retailers in the MENA region (Table 3). The DBI for contract enforcement (i.e., the time required to enforce
a contract), is negatively correlated with modern food retail expansion in SSA (marginally) and MENA (strongly).
This is expected as weak legal institutions to enforce contract laws and property rights can increase costs of doing
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TABLE 3 Regression results: Correlates of modern retailers’ share of food retail sales for the Middle East and
North Africa (modern retail sales)

GLM Beta 2SLS

Independent variable MENA (N =99) (Robust SE) MENA (N=99) (SE) MENA (N = 95) (SE)
Economic

GDP per capita (lagged growth rate) -0.010 (0.01) -0.011 (0.01) -0.003? (0.00)

Low income + lower-middle income® - - -

Upper-middle income 0.782°€ (0.19) 0.715°€ (0.16) 0.042% (0.02)

High income 0.904° (0.25) 0.835° (0.21) 0.122° (0.02)
Sociodemographic

Female labor force participation 2.451° (0.56) 2.307¢ (0.44) 0.382° (0.06)

Urbanization -2.622° (0.71) -2.619¢ (0.40) -0.243¢ (0.04)

Religion—proportion Muslim -4.598° (0.71) -4.814° (0.56) -0.736° (0.07)
Institutional

Inflation squared -0.000 (0.00) -0.000 (0.00) 0.000 (0.00)

Political stability 0.296° (0.05) 0.298° (0.04) 0.055¢ (0.01)

DBI—starting a business -0.000 (0.00) -0.000 (0.00) -0.000 (0.00)

DBI—contract enforcement -0.001 (0.00) -0.001 (0.00) -0.000° (0.00)

WTO membership 0.810° (0.20) 0.845° (0.17) 0.080° (0.02)
Control

FDI (In of lagged FDI) -0.044 (0.04) -0.050 (0.03) -0.014 (0.01)

Year dummies included Yes Yes Yes

Constant 3.318° (1.02) 3.620° (0.90) 1.181° (0.11)

Pearson 1.00

LR 2 343.93

p>x2 0.0000

Note: Standard errors are shown in parentheses.

Abbreviations: 2SLS, two-stage least squares; DBI, doing business indicators; FDI, foreign direct investment; GDP, gross
domestic product; GLM, generalized linear model; MENA, Middle East and North Africa; SE, standard error; WTO, World
Trade Organization.

aSignificant at 10%.

The consolidated “Low-income and Lower-middle income” category is the base income category.

Significant at 1%.

business and discourage the growth of formal businesses such as modern food retailers (Khanna, Palepu, & Sinha,
2005; Meyer, Estrin, Bhaumik, & Peng, 2009). As expected, we find a strong, positive correlation between WTO
membership and the share of modern retail sales that holds for both SSA and MENA. Finally, a marginally positive
relationship between the flow of FDI and the share of modern retail sales is observed in SSA, but not in MENA.

The econometric regression analysis has also been applied to the independent variables described above to
determine their correlation with the second dependent variable, the observed share of selling space by modern
food retailers. Both the Durbin and Wu-Hausman tests are insignificant for SSA (Table A5) but significant at 5% for
MENA (Table Aé). Thus, FDI should be treated as exogenous for the SSA model specification but endogenous for
the MENA model specification. Accordingly, GLM and beta regressions are used to interpret the results of SSA
(Table 4), while 2SLS is the preferred estimator for interpreting the results related to MENA (Table 5).

Results for SSA and MENA indicate that several of the independent variables are significant at the 10%
significance level (or lower). The correlates of modern food retail expansion (share of total selling space) include
economic, sociodemographic, and institutional variables in both regions.

Considering economic factors, income categories appear to be important correlates for supermarketization in SSA,
but not in the MENA region. Accordingly, the share of modern retail selling space is positively and strongly associated
with lower-middle and upper-middle/high-income countries in SSA. In MENA, lagged GDP per capita growth is
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TABLE 4 Regression results: Correlates of modern retailers’ share of food retail selling space for Sub-Saharan
Africa (modern retail space)

GLM Beta

Independent variable SSA (N =475) (Robust SE) SSA (N = 475) (SE)
Economic

GDP per capita (lagged growth rate) -0.000 (0.01) -0.005 (0.01)

Low income? - -

Lower-middle income 0.601° (0.16) 0.420° (0.13)

Upper middle income + high income 2.170° (0.21) 2.140° (0.18)
Sociodemographic

Female labor force participation 3.662° (0.63) 2.547° (0.44)

Urbanization -0.876° (0.27) -1.360" (0.30)

Religion—proportion Muslim 0.034 (0.17) -0.018 (0.15)
Institutional

Inflation squared 0.000 (0.00) 0.000¢ (0.00)

Political stability -0.007 (0.07) -0.036 (0.06)

Control of corruption -0.212° (0.07) -0.216° (0.07)

DBIl—starting a business 0.001° (0.00) 0.001¢ (0.00)

DBIl—contract enforcement 0.000 (0.00) 0.000 (0.00)

WTO membership 0.748" (0.12) 0.670° (0.13)
Control

FDI (In of lagged FDI) 0.065 (0.04) 0.091¢ (0.04)

Year dummies included Yes Yes

Constant -5.730° (0.62) -4.514° (0.44)

Pearson 29.579

LR 2 250.42

p > 22 0.0000

Note: Standard errors are shown in parentheses.

Abbreviations: 2SLS, two-stage least squares; DBI, doing business indicators; FDI, foreign direct investment; GDP, gross
domestic product; GLM, generalized linear model; SE, standard error; SSA, Sub-Saharan Africa; WTO, World Trade Organization.
Low income” is the base income category.

bSignificant at 1%.

Significant at 5%.

dSignificant at 10%.

negatively and strongly correlated with the share of modern retail selling space. This may be because modern retailers
occupy physically larger spaces than traditional retailers, and thus may be less flexible than traditional retailers in
expanding or reducing their retail space in response to economic factors over the short run. Alternatively, modern
retailers may be more attentive to market conditions than traditional retailers; they may anticipate that periods of low
growth will be followed by stronger future growth and invest in selling space expansion accordingly.

Looking to sociodemographic factors, female labor force participation shows a positive, statistically significant
correlation with modern retailers’ share of selling space in both regions (Tables 4 and 5). A negatively significant
correlation is observed between urbanization and modern retailers’ share of selling space in SSA. This suggests
that, in urban centers of SSA, modern retailers tend to have higher space productivity than traditional retailers.
Again, religion (a higher proportion of the population i.e., Muslim) is strongly and negatively correlated with the
share of modern retail space in MENA, but not in SSA.

When considering variables measuring the institutional environment, results often vary by region. Across SSA
countries, we find a statistically significant relationship between inflation squared (under beta regression), control of
corruption, DBI (starting a business), and WTO membership and the share of selling space controlled by modern food
retailers. In MENA, political stability, DBI (particularly contract enforcement), and WTO membership are significantly
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TABLE 5 Regression results: Correlates of modern retailers’ share of food retail selling space for the Middle East
and North Africa (modern retail space)

GLM Beta 2SLS

Independent variable MENA (N =99) (Robust SE)] MENA (N=99) (SE) MENA (N = 95) (SE)
Economic

GDP per capita (lagged growth rate) -0.015 (0.01) -0.012 (0.02) -0.009? (0.00)

Low income + lower-middle income® - - -

Upper-middle income -0.310 (0.18) -0.320 (0.22) -0.045 (0.03)

High income -0.152 (0.37) -0.180 (0.30) 0.064 (0.05)
Sociodemographic

Female labor force participation 0.802 (0.66) 0.753 (0.74) 0.262° (0.13)

Urbanization -0.358 (0.52) -0.347 (0.53) 0.066 (0.09)

Religion—proportion Muslim -4.596° (0.92) -4.505° (0.94) -0.4599 (0.14)
Institutional

Inflation squared -0.000 (0.00) -0.000 (0.00) 0.000 (0.00)

Political stability 0.155°¢ (0.06) 0.160° (0.07) 0.054? (0.01)

DBI—starting a business -0.002 (0.00) -0.003 (0.00) 0.001°¢ (0.00)

DBIl—contract enforcement -0.013? (0.00) -0.012° (0.00) -0.002? (0.00)

WTO membership -0.427 (0.29) -0.435 (0.30) -0.151? (0.05)
Control

FDI (In of lagged FDI) -0.212¢ (0.07) -0.229? (0.06) -0.059° (0.01)

Year dummies included Yes Yes Yes

Constant 11.353% (1.73) 10.645% (1.55) 1.979? (0.22)

Pearson 2.77

LR 2 243.06

p>7 0.0000

Note: Standard errors are shown in parentheses.

Abbreviations: 2SLS, two-stage least squares; DBI, doing business indicators; FDI, foreign direct investment; GDP, gross
domestic product; GLM, generalized linear model; MENA, Middle East and North Africa; SE, standard error; WTO, World
Trade Organization.

Significant at 1%.

The consolidated “Low-income and Lower-middle income” category is the base income category.

“Significant at 10%.

dSignificant at 5%.

correlated with the share of modern food retail selling space. The results show divergent correlations between
political stability and ease of doing business and modern food retailers’ share of selling space in SSA and MENA.
Looking at the control variables, we find a significant correlation between the flow of FDI and the share of selling

space by modern food retail outlets for SSA (at a 10% significance level) and MENA (at a 5% significance level).

4.3 | Discussion

The results show that traditional food retail still dominates the landscape in the two regions under study. However,
modern food retail’s share of sales has grown significantly since 2003 in absolute and relative terms in both regions.
The share of modern retail sales grew at a slightly faster rate in SSA than MENA in recent decades. Traditional food
retailers in both regions thus appear to have faced increasing pressure from modern retailers over the last two
decades. In terms of physical selling space, modern retailers gained share from traditional retailers as well. The

striking difference in the share of physical selling space controlled by modern food retail in SSA and MENA suggests
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that modern food retailers in SSA have higher retail space productivity than their counterparts in MENA. To
understand these patterns, we consider the econometric analysis results.

On the basis of the econometric analysis presented above, food retail patterns across countries in SSA and
MENA may be attributable to variation in multiple factors related to economic, sociodemographic, and institutional.

First, we find economic factors as important predictors of modern food retail patterns in the two regions. In
both SSA and MENA countries, income categories appear to predict modern retailers’ (rising) market share in terms
of sales. Income categories are also strongly correlated with the share of retail space by the modern food retailers
in SSA, but not in MENA. Indeed, income categories appear to predict the share of retail sales and retail space by
modern retailers in both regions.

Second, the direction of relationships between the three sociodemographic variables and the share of modern
food retail sales display both similarities and differences in the two regions. In keeping with past studies (e.g.,
Reardon, Henson, & Berdegué, 2007; Reardon et al., 2012; Traill, 2006), we find female labor force participation to
have a positive effect on the share of modern food retail sales and the share of modern food retail space in both
regions. A higher proportion of women in the labor force means an increased opportunity cost of time for
unremunerated housework. Furthermore, women’s employment generates additional income for the family, which
could increase the propensity to spend money on food purchases. The female labor force participation may,
therefore, continue to be an important predictor of food retail expansion (in terms of retail sales and retail space) in
the two regions. Urbanization showed an unexpected correlation with the share of modern retail sales in MENA
and modern retail selling space in SSA. We acknowledge a possible data limitation concerning this variable:
Measuring urbanization may be problematic because “urban areas” are defined by national statistics offices and
thus may not be consistent across geographies and time (Chauvin, Glaeser, Ma, & Tobio, 2017). However, we retain
the variable given its strong justification within the academic literature on supermarketization and note that
consistently constructed data on urbanization levels would be a future improvement to extend this quantitative
analysis. In SSA, urbanization has shown the expected sign but insignificant. This finding may underscore the
continued dominance of the traditional food retail segment, which may more effectively compete with modern food
retailers in urban centers. In fact, evidence suggests that traditional food retailers may have a competitive
advantage over modern food retailers because of their emotional connection with consumers in urban areas
(Clarke & Banga, 2010; Waller et al., 2010). Focusing on the negative correlation between modern retailers’ share
of selling space with urbanization, a possible explanation may be linked to variation in stacking efficiency and shelf
space allocation (Eroglu, Williams, & Waller, 2011), as modern retailers may serve more customers with fewer
establishments or need fewer retail outlets than may be required in sparsely populated areas or less urban
environments. Next, the relationship between modern retail expansion and religion is not consistent across regions.
Religion is not significantly correlated with either the share of modern food retail sales or space in SSA, but is highly
and negatively correlated with the share of modern food retail sales and modern retail space in countries of the
MENA region, which tend to have a higher proportion of the population that is Muslim. The latter finding is in
keeping with prior studies. For example, Hino (2010) reported that religiosity and demand for halal foods
by Muslim Arab consumers led them to favor traditional markets over modern format markets. More recently,
Heiman et al. (2019) considered religion and food consumption patterns in the case of Israel, finding a greater
tendency among Muslims to consume fresh meat, possibly reflecting a preference for unprocessed food. Heiman
et al. (2019) also report that major supermarket chains principally served secular consumers; while more
conservative Jewish and Muslim consumers demanding either kosher or halal meat products shopped in specialized
supermarket chains.

Third, several institutional variables correlate with the observed food retail patterns in the two regions.
Interestingly, and like some of the sociodemographic variables, correlations of some of the institutional variables with
retail patterns vary across SSA and MENA. This may reflect variations in institutions protecting property rights and
enforcing contracts across geographies (Djankov, 2009) and may underpin the importance of geography- or context-
specific studies. Accordingly, we find political stability as a strong predictor of the share of modern food retail sales
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and retail space in MENA, but not in SSA. Modern food retailers in MENA tend to have higher retail sales and occupy
higher retail space in countries with greater political stability. Perceptions about control of corruption appeared to
have no significant effect on the expansion of modern food retail sales but a negative and significant effect on the
share of modern food retail space in SSA. Although the latter finding is unexpected, it is consistent with mixed
empirical findings that the effect of corruption on business expansion may vary across countries (Asiedu & Freeman,
2009). DBI (starting a business and contract enforcement) are also important predictors of the share of retail sales
and retail space by modern retailers. For contract enforcement, we find the expected significance and sign in three of
four cases—modern retail sales in SSA and MENA, modern retail space in MENA. We find a positive correlation
between the cost of starting a business and modern retail space in both SSA and MENA. A higher cost of starting a
business is associated with greater space of modern retailers in both regions. This correlation may be because a
higher cost of starting a business impedes new market entrants by likely smaller traditional firms. The variable
measuring international trade agreements (i.e., WTO membership) is strongly and positively correlated with the share
of modern food retail sales and retail space in SSA and modern food retail sales in MENA, as expected. The result
reinforces the idea that lower barriers to international trade of goods and services, including those within the food
retail supply chain, favor modern format retailers as compared with traditional food retailers. The increasing trend
toward trade liberalization appears to have favored the expansion of modern food retail formats at the expense of
traditional ones. This result underscores the fact that traditional food retailers’ share of sales has declined over recent
years, despite increased consumer expenditure on food. However, WTO membership showed an unexpected,
negative correlation with the share of modern food retail space in MENA. This result may be attributed to differences
in competitive strategies between modern and traditional food retailers in MENA: The negative correlation suggests
that modern retailers operating in WTO member countries tend to optimize retail space by limiting their product
assortment and managing shelf space and inventory levels, in comparison to traditional retailers.

Finally, FDI showed a marginally positive correlation with the share of modern retail sales in SSA, but not for
MENA. Similarly, FDI showed a positive correlation with the share of modern retail selling space in SSA, but a
negative correlation in MENA. We suggest two possible explanations. The rise of domestic companies in many
emerging economies is likely to increase the value of local partnership versus FDI as an expansion strategy within
the food retail sector. For example, in the MENA context, the presence of strong domestic (modern) retail chains
may increase the value of local partnerships as compared with FDI. In addition, in countries where corruption is
problematic, FDI may increase the marginal cost of food retail expansion; thus, global retailers may pursue an
alternative expansion strategy. Corruption can impact the volume of FDI and the choice of entry strategy (Javorcik
& Wei, 2009; Robertson & Watson, 2004), and thus may increase transaction costs, raising the value of local
partnership vis-a-vis FDI (Henisz, 2000; Javorcik & Wei, 2009).

5 | CONCLUSIONS

This study sought to assess modern food retail trends, expansion patterns, and factors explaining observed patterns in
SSA and MENA, two relatively understudied regions, applying the institution-based view and a pooled cross-sectional
dataset of over 700 country-year observations. Insofar as the economic, sociodemographic, and institutional
environment continue to move in established directions, we would anticipate continued growth in modern food retail
in absolute terms, with further encroachment of modern food retail over traditional food retail, in SSA and MENA.

This study contributes to the literature on supermarketization in several ways. First, in terms of empirical scope,
this study has expanded on existing cross-country studies by gathering recent data from 50 countries for an
extended period and subjecting them to improved econometric analysis techniques. Data were selected for which
the underlying source applies a consistent definition of modern food retail, which unfortunately limited the range of
countries included within the analysis. Nevertheless, by focusing on data from SSA and MENA, the study provides a
regional perspective that had been missing. Also, by selecting a wider range of independent variables than earlier
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studies, this analysis is able to disentangle relevant explanatory factors such as market attractiveness (GDP growth
per capita, and income levels) and consider factors that were previously theorized but not empirically tested
(religion and international trade agreements). Unlike most recent institution-based analyses, the relationship
between the institutional environment and modern food retail expansion is studied at the aggregate rather than the
firm-level. Second, this study both validates and challenges prior to quantitative research results. In keeping with
earlier studies, modern food retail expansion is correlated with economic, sociodemographic, and institutional
factors, though in some cases, the correlation moves in unexpected directions. In analyzing those results, the study
provides insights into the role of institutional factors vis-a-vis modern food retail expansion.

In terms of theory, this study applies an institution-based view and thereby provides a systematic link between
the literature on supermarketization (Nandonde & Kuada, 2016; Reardon et al., 2012) and the international business
and planning literature (Marano et al., 2016; Peng et al., 2009). Existing studies have taken a simplistic view, reducing
the underlying factors of modern food retail expansion into mere demand and supply conditions (Lu & Reardon, 2018;
Reardon et al., 2009) without providing a systematic link to the development planning or international business
literature. Our study has tested the effect of host-country institutions on retail transformations in SSA and MENA and
thus advances the general proposition that “institutions matter” to “how institutions matter.”

This study has policy implications for developing countries. Global food retail transformation has already
influenced the food supply systems in developing countries (Minten, Randrianarison, & Swinnen, 2009). It has
reshaped food value chains by increasing competition for traditional retailers (Bahn & Abebe, 2017; Reardon et al.,
2012) and by concentrating retailers’ market power over upstream actors. This has occurred as modern retailers
impose changes in food quality and food safety standards or require producers to meet stricter contractual terms,
which in some cases has increased the competitiveness of small farmers in the international market (Henson &
Jaffee, 2008) and in others excluded farmers from supermarket supply chains (Reardon et al., 2007). Also, global
food retail is becoming a source of national food supply, impacting dietary habits (Hawkes et al., 2009) and
potentially nutritional outcomes in urban centers. With a clearer view of their food retail sectors, governments are
better able to make policy decisions on food system development or public health nutrition. Evidence on
supermarketization trends might thus inform governments seeking to ensure that smallholder farmers build and
maintain connections with modern food retailers for mutual benefit or to adjust to dietary and nutritional changes
in urban areas that may accompany the expansion of modern food retail. In addition, the findings may encourage
governments (especially in MENA) to pay particular attention to political stability if they wish to facilitate the
growth of modern format food retail.

Finally, this study indicates areas for future research. There is a continued need for systematic collection of cross-
country and regional data on the observed share of food sales and space by modern format retail, applying consistent
definitions (e.g., urbanization) and metrics, particularly in developing countries. The quantitative analysis could be
expanded to consider both national-level and microlevel correlates (drivers) of market structures, as well as trends within
the modern food retail segment. We anticipate that future research will revisit and expand our collective knowledge of the

drivers of modern food retail expansion as more consistent cross-country measures become available.
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APPENDIX

TABLE A1 List of countries included in the cross-country analysis

Region Countries
MENA (11) Bahrain, Djibouti, Iraq, Jordan, Kuwait, Lebanon, Libya, Oman, Qatar, Syria, and Yemen

SSA (39) Angola, Benin, Botswana, Burkina Faso, Burundi, Cabo Verde, Central African Republic, Chad, Congo-
Brazzaville, Céte d'lvoire, Democratic Republic of Congo, Equatorial Guinea, Eritrea, Ethiopia, Gabon,
Gambia, Ghana, Guinea, Guinea-Bissau, Lesotho, Liberia, Madagascar, Mali, Mauritania, Mauritius,
Mozambique, Namibia, Niger, Rwanda, Senegal, Seychelles, Sierra Leone, Sudan, Swaziland, Tanzania,
Togo, Uganda, Zambia, and Zimbabwe

Abbreviations: MENA, Middle East and North Africa; SSA, Sub-Saharan Africa.
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TABLE A3 Endogeneity test results of preferred model specifications—SSA (modern retail share)

First-stage regression test

Critical values

In FDI 10% 15% 20% 25%
2SLS size of nominal 5% Wald test 16.38 8.96 6.66 5.53
LIML size of nominal 5% Wald test 16.38 8.96 6.66 5.53
Cragg and Donald (1993) Minimum eigenvalue statistic = 561.037
Summary statistics R?=0.6725; Adj. R?=0.6519; Par. R*=0.5673

p > F=0.0000

Tests of endogeneity

Ho: variables are exogenous

Durbin (score) ¥?(1) = 3.51982 (p = .0606)
Wu-Hausman F(1,427) = 3.32161 (p=.0691)

Abbreviations: 2SLS, two-stage least squares; FDI, foreign direct investment; SSA, Sub-Saharan Africa.

TABLE A4 Endogeneity test of preferred model specifications—SSA (modern retail space)

First-stage regression test

Critical values

In FDI 10% 15% 20% 25%
2SLS size of nominal 5% Wald test 16.38 8.96 6.66 5.53
LIML size of nominal 5% Wald test 16.38 8.96 6.66 5.53
Cragg and Donald (1993) Minimum eigenvalue statistic = 561.037
Summary Statistics R?=0.6725; Adj. R*=0.6519; Par. R? = 0.5673

p > F=0.0000

Tests of endogeneity

Ho: variables are exogenous

Durbin (score) ){2(1) =0.570494 (p =.4501)
Wu-Hausman F(1,427) = 0.534882 (p =.4650)

Abbreviations: 2SLS, two-stage least squares; FDI, foreign direct investment; SSA, Sub-Saharan Africa.

TABLE A5 Endogeneity test of preferred model specifications—MENA (modern retail share)

First-stage regression test

Critical values

In FDI 10% 15% 20% 25%
2SLS size of nominal 5% Wald test 16.38 8.96 6.66 5.53
LIML size of nominal 5% Wald test 16.38 8.96 6.66 5.53
Cragg and Donald (1993) Minimum eigenvalue statistic = 35.2142
Summary statistics R?=0.7601; Adj. R = 0.6683; Par. R” = 0.3412

p > F=0.0000

Tests of endogeneity

Ho: variables are exogenous

Durbin (score);(z(i) =5.28211 (p=.0215)
Wu-Hausman F(1,427) = 3.9446 (p=.0511)

Abbreviations: 2SLS, two-stage least squares; FDI, foreign direct investment; MENA, Middle East and North Africa.
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TABLE A6 Endogeneity test of preferred model specifications—MENA (modern retail space)

First-stage regression test

Critical values

In FDI 10% 15% 20% 25%
2SLS size of nominal 5% Wald test 16.38 8.96 6.66 5.53
LIML size of nominal 5% Wald test 16.38 8.96 6.66 5.53
Cragg and Donald (1993) Minimum eigenvalue statistic = 35.2142
Summary statistics R?=0.7601; Adj. R? = 0.6683; Par. R* = 0.3412

p > F=0.0000

Tests of endogeneity

Ho: variables are exogenous

Durbin (score) ¥?(1) = 5.6402 (p = .0176)
Wu-Hausman F(1,427) = 4.2289 (p =.0436)

Abbreviations: 2SLS, two-stage least squares; FDI, foreign direct investment; MENA, Middle East and North Africa.

TABLE A7 Collinearity (VIF) test results of preferred model specifications, by region

Variable SSA MENA
GDP per capita (lagged growth rate) 1.22 1.65
Lower-middle income 1.84 =
Upper-middle income + high income 2.88 -
Upper-middle income - 3.47
High income - 10.05
Female labor force participation 2.86 6.35
Urbanization 242 5.08
Religion—proportion Muslim 2.35 6.12
Inflation squared 1.15 1.60
Political stability 2.89 3.71
Control of corruption 2.33 -
DBIl—starting a business 1.40 3.56
DBI—contract enforcement 1.18 2.25
WTO membership 1.29 6.85
FDI (in of lagged FDI) 1.25 1.89
Mean VIF 1.93 4.38

Abbreviations: DBI, doing business indicators; FDI, foreign direct investment; GDP, gross domestic product; MENA, Middle
East and North Africa; SSA, Sub-Saharan Africa; WTO, World Trade Organization.
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