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We study food retail in Addis Ababa based on a large survey of food retail outlets selling cereals, fruits and vegetables, and pro-
cessed foods. The study shows high variation in quality and prices in the city and an increasing differentiation in food retail 
markets in recent years. On the high-end, we see the emergence of domestic private modern retail outlets that deliver high 
quality products at high prices and that focus mostly on wealthier areas and consumers. At the other side, we see cooperative 
retail that delivers food at controlled and subsidized prices. The latter shops are characterized by typical price control policy 
problems, reflected in regular lack of supplies and queuing. It seems that food retail markets would be improved by stimulating 
the emergence of a competitive private retail sector and the abolishment of price controls, while providing targeted subsidies 
or safety nets for the urban poor to ensure their access to food. 
 
 
Urban food retail markets in developing countries are receiving 
increasing attention in the international literature, as well as 
from policy makers. That increased interest seems to be driven 
by a number of factors. First, urban food retail is quickly grow-
ing in importance in these countries, caused by rapid urbaniza-
tion all over the world. Second, given that food price changes 
are often a source of unrest and instability, especially in cities, 
governments are concerned by the functioning of these urban 
food markets and often try to intervene in them. Third, mod-
ern retail, be it private (supermarkets) or public (fair price 
shops, cooperatives), is rapidly emerging in developing coun-
tries. The emergence of modern retail has often important 
impacts on prices and the quality of food offered in urban re-
tail markets; and might also have important implications on 
the structure of the value chains for the food supplied. 

Despite the large interest in urban food markets, there are 
still relatively few good studies that have empirically docu-
mented the functioning of these retail markets in developing 
countries, especially so in Africa. In this analysis, we look at the 
case of Addis Ababa. It is especially an interesting case study of 
urban food retail because of a number of government policies. 
First, Ethiopia does not allow foreign direct investment (FDI) in 
food retail in the country, so there are no multinational su-
permarkets in Addis Ababa. Second, it intervenes in food retail 
through price controls for a limited number of foods, sales of 
subsidized food, and government support for cooperatives. 
Third, the government has recently imposed a more rigid im-
plementation of a Value Added Tax (VAT) that is variably af-
fecting the prices set by food retail outlets in the city.  

Data and methods 
A large primary survey was conducted in Addis Ababa. Based 
on a stratified sampling scheme representative for the city as a 
whole, 1,226 urban food retailers (flour mills, regular shops, 
fruits and vegetable grocery shops, supermarkets/minimarkets, 
consumer cooperatives, microsellers, baltena shops [local 
shops that sell all kind of traditional flour products based on 
milled spices, pulses, cereals, and others], cereal shops, ETfruit 
shops, kebele shops, and private commercial farm shops) were 

interviewed in March and April 2012. We interviewed retailers 
for the main cereals, major fruits and vegetables, and some 
processed products. The survey focused on quality on offer, 
prices charged, and turnover of food products sold. To com-
pare food prices between different outlets, we rely on hedonic 
pricing regressions and matching methods.  

Who sells food in Addis Ababa? 
In Addis Ababa a large amalgam of retail outlets are selling 

food, ranging from modern private retail (defined as applying 
self-service and having at least one cash register) and public 
cooperatives to informal microsellers. However, the im-
portance of these outlets differs significantly by food product. 
Despite the prohibition of FDI in food retail, a domestic mod-
ern retail sector is quickly emerging. However, its share is still 
very small. The importance of cooperatives is also rapidly 
growing. It is especially important for those products where 
supply chains are controlled by the government.   

In the case of cereals we find a dominance of flour mills, ce-
real shops, and consumer cooperatives; however, the market 
share of each varies according to cereal type (Figure 1). Con-
sumer cooperatives are extremely important in the sale of 
wheat (a significant portion of wheat distribution is govern-
ment-controlled), but much less important in teff, almost neg-
ligible in the sale of maize, and do not play a role in sorghum 
sales.  
Figure 1—Share of different outlets in cereal retail sales in Addis 
Ababa 

Source: Authors’ calculation using survey data 
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Fruit and vegetable grocery shops, regular shops, and mi-
crosellers are the main players in the retail of fruit and vege-
tables. Modern retail outlets have only a very small share in 
sales of fruits and vegetables. ETfruit shops play a minor role 
in the sales of bananas and oranges.  

Consumer cooperatives distribute more than 50 percent of 
edible oil and 70 percent of sugar distribution (both controlled 
by the government). Add to this the share of kebele and ETfruit 
shops, and the public retail share becomes even larger, i.e. 
56 percent of edible oil and 77 percent of sugar retail.  

The two other processed food types we study, shiro (chick-
pea flour) and berbere (milled mixture of hot red pepper and 
other spices), have a different distribution pattern, whereby 
public retail does not play a significant role. Regular shops are 
the main players, as are baltena shops.  

Price and quality variation 
There is a remarkable price and quality variation between the 
different retail outlet types. The results of the hedonic price 
regressions show that cereal prices, controlling for product 
quality and retailer’s location, are much higher in modern re-
tail outlets. For example, the average price for white wheat 
flour is 15.10 Birr/kg in modern retail, compared to 
8.50 Birr/kg in flour mills, a statistically significant difference. 
However, the former’s market share for cereals is very small. 
The higher prices for fruits and vegetables we find at modern 
retail outlets are explained by the better quality. Larger, clean, 
fresh, and ripe fruits and vegetables are more commonly avail-
able in modern retail outlets.  

Our analysis further indicates that VAT-registered outlets 
charge significantly higher prices for nearly all the considered 
commodities (cereals and sugar are exempted from VAT 
though). VAT registration increases price by 23 percent for po-
tato, 19 percent for shiro, 18 percent for tomato, 14 percent 
for onion, and 13 percent for edible oil and berbere. 

In our analysis, matching is performed to compare price dif-
ferences between modern retail outlets and traditional retail 
outlets, as well as between cooperatives and traditional non-
cooperative retailers, in order to understand how new players 
are changing the urban food retail landscape. We find that 
modern outlets charge higher prices for most food products 
(Table 1). When we compare the government supported out-
lets with the traditional private retailers, we find that the for-
mer charge cheaper prices for most considered products. 
However, after controlling for quality, the differences only re-
main significant for banana, edible oil, and sugar (Table 1).  

Table 1—Price comparisons 

Price difference  
Modern versus traditional 

Price difference 
Cooperatives versus  
traditional non-cooperatives 

Price (Birr/kg) ATT Price (Birr/kg) ATT 
Teff na 11.5 vs 12.0 -0.44
Wheat 14.4 vs 9.19 4.28*** 7.93 vs 9.60 -1.33* 
Maize 35.1 vs 6.04 29.0*** 6.24 vs 6.02 0.21
Potato 8.46 vs 7.50 0.95* na
Tomato 12.0 vs 10.6 1.40** na 
Banana 8.62 vs 8.36 0.23 8.00 vs 8.52 -0.53***
Onion 9.94 vs 9.43 -0.50 na
Orange 17.4 vs 18.0 -0.62 na 
Edible oil 77.7 vs 62.7 14.9*** 24.4 vs 28.9 -4.57***
Shiro 56.5 vs 39.1 17.4*** 20.3 vs 25.1 -4.90
Berbere 98.9 vs 75.2 23.7***  74.1 vs 75.3 -1.17
Sugar 15.0 vs 14.5 0.45 14.2 vs 14.7 -0.47***
Source: Authors’ calculations using survey data. 
Notes: ATT = average treatment effect for the treated as our estimator [We match 
based on several confounders including location and quality indicators, such as sub 
city, origin, size, cleanness (impurities), and color, among others]. na = not availa-
ble. *, **, and ***: statistical significant at the 10%, 5%, and 1% level respectively.  

Policy implications 
Our findings point to several policy implications. First, we find 
that cooperatives in general deliver food at cheaper prices 
than other food retail outlets. However, they are characterized 
by typical rationing issues—reflected in regular lack of supplies 
and queuing—pointing to problems in their food distribution 
system. Rationing because of price controls leads often to a 
non-price mechanism for the allocation of goods, with im-
portant efficiency implications. While assuring low food prices 
for the poor should remain an important objective of the gov-
ernment, it seems that price supports could possibly be better 
targeted and distribution could be more efficiently organized 
through the involvement of a more competitive private sector. 
While it would be beneficial for the government to increasingly 
move out of the distribution of food itself and also reduce 
price controls in these markets, poor people in urban areas in 
Ethiopia might benefit from a safety net that would protect 
them from increasing and volatile food prices. 

Second, the imposition of VAT seems to drive a wedge be-
tween the formal and informal sector (we find that only 
7 percent of the food retail outlets pay VAT). The impact of 
taxation on food prices and poverty has been looked at in oth-
er countries, but its effect is not yet well understood in Ethio-
pia given the recent imposition and uneven application of VAT. 
Better understanding of the imposition of VAT and its distribu-
tional effects is needed.  

In addition, we find that modern private retail has currently 
only a small market share in Addis Ababa. In consequence, 
Ethiopia may be missing out on investments by larger modern 
retailers. The presence of such retailers could bring potential 
benefits, such as economies of scale, technological spillover 
effects, as well as improvements for the consumers (increased 
consumer choice, supply stability, one-stop shopping, and 
products at cheaper prices because of economies of scale).  
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