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1. MINIMUM WAGE, FUEL PRICES AND THE COST OF LIVING
1.1. Context

In 2026, Mozambique faces two simultaneous shocks to household income. On the one
hand, the minimum wage revision approved on 28 April 2026 sets sectoral adjustments
generally ranging between 3% and 9.28%. On the other hand, the Government an-
nounced on 6 May 2026, in a Council of Ministers session, a revision of fuel prices: diesel
rose from 79.88 to 116.25 meticais per litre (an increase of 45.5%), petrol from 83.57 to
93.86 meticais (a 12.1% rise), and illuminating kerosene from 66.86 to 97.56 meticais, an
increase of approximately 46%°.

Analysing these two phenomena separately is methodologically insufficient and politi-
cally convenient. Economically, the two are deeply interlinked: fuel prices determine the
cost of transporting workers, goods, and food; they influence producer and consumer
prices; they affect the operational viability of microenterprises and small traders; and they
have a direct impact on inflation, which erodes the real purchasing power of nominal
wages. Thus, a 5% wage increase in a context of 45% fuel price inflation represents an
impoverishment disguised as progress.

This integrated reading is all the more necessary given that the macroeconomic context
in which these adjustments occur is one of extreme fragility. According to the World Bank
(2026), Mozambique's economic activity contracted by 0.5% in 2025, reflecting post-elec-
toral unrest, increased fiscal pressures, and foreign exchange shortages. Projected
growth in subsequent years (1.1% in 2026 and 1.8% in 2027) remains below the popula-
tion growth rate of 2.8%, meaning that per capita income will continue to decline®.
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2 MMO — Mozambique Mining & Oil. (2026, 7 de Maio). Combustiveis em Mogambique sofrem aumento
de até 45,5%. https://noticias.mmo.co.mz/2026/05/combustiveis-em-mocambique-sofrem-aumento-de-
ate-455.html

Diario Econémico. (2026, 7 de Maio). Precos dos Combustiveis Disparam: Gaséleo Aumenta Mais de 45% e
Gasolina  12%. https://www.diarioeconomico.co.mz/2026/05/07/oilgas/governo-ajusta-precos-de-com-
bustiveis-litro-de-gasoleo-aumenta-para-11625-meticais/

3 Banco Mundial. (2026). Mocambique — Sintese de pais. World Bank. https://www.worldbank.org/pt/coun-
try/mozambique/overview.
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1.2. Structural import dependency and exchange rate vulnerability

The fuel crisis revealed a persistent structural fragility: Mozambique's heavy dependence
on imported fuels and its exposure to fluctuations in the global market, including disrup-
tions to supply routes. According to data released by the Mozambican Federation of
Road Transport Associations (FEMATRO) and specialist media*, approximately 80% of
Mozambique's fuel imports depend, directly or indirectly, on the Strait of Hormuz. The
regional conflict involving the United States, Israel, and Iran disrupted this logistical chain,
forcing the country to resort to alternative suppliers in Europe and the United States, at
higher costs and with longer delivery times.

However, the immediate problem was not solely international prices. The scarcity of for-
eign exchange proved to be the crux of the domestic crisis. As the Mozambican Govern-
ment itself acknowledged (Carta de Mocambique, 2026), fuel was available at the Matola
port terminals, but importing companies were unable to obtain the bank guarantees
necessary to clear and release it, due to a lack of foreign currency liquidity. This situation
illustrates the structural vulnerability of an import-dependent economy.

The Bank of Mozambique has been reducing the benchmark monetary policy rate (from
17.25% in January 2024 to 9.25% in January 2026 (World Bank, 2026)) in an attempt to
stimulate the economy and reduce credit costs. However, this policy has limits when the
fundamental constraint is not the cost of money but the availability of foreign exchange
to import essential goods. Mozambique records a persistent trade balance deficit in
goods, reflecting the historic asymmetry between exports of raw materials and imports
of manufactured and energy goods”.

1.3. Minimum wage and inflation

From a quantitative perspective, the current minimum wage values by sector reveal sig-
nificant and growing disparities. In agriculture, livestock, hunting, and forestry, the wage
rises from MZM 6,688 to MZM 7,072, an increase of 5.74%. In general manufacturing, it
increases from MZM 10,147.50 to MZM 10,622.50, a rise of 4.7%. In banking and insur-
ance, it goes from MZM 19,043.61 to MZM 20,361.43, an increase of 6.92%. In tourism
and hospitality, the increase is 9.28%, rising from MZM 9,700 to MZM 10,600.

The inadequacy of the minimum wage as a social protection instrument is even more
evident when one considers that it covers, in practice, a minority of the workforce. The
World Bank (2026) estimates that over 80% of employment in Mozambique is informal.
Informality implies the absence of employment contracts, social protection, access to the
minimum wage and, frequently, any mechanism for collective bargaining. Announcing

4 Carta de Mocambique. (2026). Crise nos combustiveis: preco da gasolina vai ultrapassar os 90 MZN/litro.
Solucédo passa pelo Banco Central. https://cartamz.com/destaque/50419/

> Dada4, Yasser (2024). Determinantes socioeconémicos da pobreza em Mocambique. Tese de Doutoramento.
ISEG. https://repositorio.ulisboa.pt/bitstream/10400.5/30423/1/TD-YAID-2023.pdf
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wage adjustments in a context where four in every five workers have no formal employ-
ment relationship is, at the very least, a policy of extremely limited reach.

Furthermore, the approved nominal increases have been systematically lower than the
accumulated inflation of recent years. Between 2021 and 2025, the average annual infla-
tion rate in Mozambique stood at approximately 6.4%°, meaning that the minimum wage
lost real purchasing power in most sectors, even with nominal adjustments.

Inflation in Mozambique showed a trajectory of relative stabilisation at the end of 2025
(the annual rate fell to 4.38% in November 2025)’, but this stabilisation masks important
sectoral tensions. Food and non-alcoholic beverages recorded inflation of 9.52% in No-
vember 2025, more than double the general rate, disproportionately penalising lower-
income households, which allocate a higher proportion of their budgets to food. With
the fuel price increases of May 2026, the inflationary trajectory is likely to change, driven
by transport, food, and basic service prices.

The transmission chain is well-documented: diesel is the dominant fuel in road freight
and passenger transport (with approximately four thousand vehicles in the Greater Ma-
puto Metropolitan Area depending primarily on this fuel (FEMATRO, cited in Diario
Economico, 2026)). A 45.5% increase in the price of diesel inevitably translates into higher
collective transport fares, higher logistics costs for the distribution of food and consumer
goods, and increased pressure on consumer prices.

In March 2026, the Minister of Finance, Carla Loveira, stated that the Government had
5.2 million euros available from the Fuel Stabilisation Fund to mitigate potential fuel price
increases (Diario Econdémico, 2026). This amount, however, is manifestly insufficient to
absorb a shock of this magnitude in an economy of Mozambique's scale and needs.

2. POVERTY, INEQUALITY AND SOCIAL IMPACTS: WHO GAINS, WHO LOSES, AND
WHO BEARS THE COST?

2.1. The dimension of Mozambican poverty
The most recent World Bank report on the Mozambican economy, published in March

2026, is unequivocal: Mozambique is the second poorest country in the world, with 81%
of the population living on less than three dollars a day in purchasing power parity®. The

6 Dados Mundiais. (2026). Taxas de inflacio em Mocambique. https://www.dadosmundiais.com/af-
rica/mocambique/inflacao.php

" Trading Economics. (2025). Taxa de Inflacio — Mocambique.
https://pt.tradingeconomics.com/mozambique/inflation-cpi.

8 paridade de poder de compra (PPC) é um método de comparacio internacional que ajusta o valor do
rendimento ao custo de vida de cada pais, permitindo medir com maior precisdo o que uma determinada
quantia realmente consegue comprar.
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Gini coefficient stands at 50, placing the country among the ten most unequal on the
planet®.

In 2022, the internally calculated poverty rate was 63%, with approximately 20 million
Mozambicans living below the national poverty line. In 2015, that figure was 12.3 million
people (Dada, 2024). This leap of nearly eight million people into poverty over seven
years represents a setback equivalent to erasing more than a decade of progress
achieved between 2003 and 2015, when the poverty rate had fallen from 60% to 48%
(World Bank, 2026).

These structural trends are the indispensable backdrop against which to evaluate what
the recent adjustments to fuel prices and the minimum wage concretely mean.

2.2. Formal and informal workers

Workers holding formal employment, directly covered by minimum wage adjustments,
constitute a 'privileged’ minority. Each year, approximately 500,000 Mozambicans enter
the labour market, but only 30,000 formal jobs are created (World Bank, 2026).

For formal workers, the nominal minimum wage increase (between approximately 3%
and 9%) may appear positive. But this nominal gain is rapidly eroded by the combination
of food inflation (9.52% in November 2025), likely increases in transport fares, and the
rising cost of everyday consumer goods resulting from higher fuel prices. All indications
suggest that real purchasing power will continue to deteriorate.

There is also an absence of any automatic mechanism for indexing the minimum wage
to inflation or the cost of living™®.

On the other hand, street vendors, artisans, market traders, domestic workers, and casual
service providers are not covered by the minimum wage, have no access to social secu-
rity, receive no legal protection against unilateral dismissal, and live in permanent pre-
cariousness with irregular and unpredictable incomes.

For these workers, the fuel price increase operates through three simultaneous channels:
by raising transport costs needed to reach workplaces or selling sites; by increasing the
production and distribution costs of the goods they trade; and by impoverishing their
clients, who have less purchasing power.

The informal sector is simultaneously the primary response of the Mozambican economy
to structural unemployment and the primary victim of macroeconomic shocks. When the

% Banco Mundial. (2026, Marco). Mozambique Economic Update. World Bank Group.

0 Dadé, Yasser e Mosca, Jodo (2025). Salario minimo nacional e desigualdades territoriais no acesso a
alimentacdo em Mogambique. Destaque Rural 355. OMR. https://omrmz.org/destaque rural/dr-355-salario-
minimo-nacional-e-desigualdades-territoriais-no-acesso-a-alimentacao-em-mocambique/
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formal economy fails to absorb young people entering the labour market, the informal
sector becomes the only space for economic survival. But it is also the most exposed, the
least protected, and the most vulnerable to any disruption in prices or demand.

2.3. Peasants and farmers

Agriculture employs more than 70% of the economically active population in Mozam-
bique but suffers from low productivity, underinvestment, and high climate vulnerability
(Dada, 2024). Family farmers face the impact of fuel prices in a doubly perverse manner:
as consumers of goods whose prices rise via logistical costs, and as producers whose
products reach the market at a higher cost, or simply reach it less frequently, because
transport becomes economically unviable.

The relationship between fuel prices and food prices is particularly critical in rural
Mozambique, where distances are vast, the road network is poor, and means of transport
are scarce and expensive. A peasant in Nampula who produces groundnuts or cassava
and wishes to sell at the provincial market depends on carriers who use diesel. If diesel
rises 45.5%, carriers will pass that cost on through freight tariffs or will simply stop oper-
ating certain routes, disconnecting rural communities from markets and deepening eco-
nomic isolation.

The same logic applies to access to agricultural inputs, which reach rural areas by road
and whose price reflects transport costs. In a perverse cycle, inputs become more expen-
sive, farmers produce less or with lower yields, food becomes scarcer at local markets,
and food inflation accelerates, pressuring the same farmers in their role as consumers.
This cycle is documented in the economic literature on low-income countries with pro-
ductive structures similar to Mozambique's™".

2.4. Women: a double and silent vulnerability

Mozambican women are systematically more vulnerable to the effects of economic
shocks. They constitute 50.9% of the total population, with a slightly higher life expec-
tancy than men, but occupy structurally disadvantaged positions in the labour market:
they earn lower wages when performing similar functions, are overrepresented in infor-
mal agriculture and unpaid domestic work, and have more limited access to land, credit,
and technology (World Bank, 2025; Meusalario.org, 2024)".

" FAO — Food and Agriculture Organization. (2011). The State of Food and Agriculture 2010-11: Women in
Agriculture. FAO. https://www.fao.org/publications/sofa/2010-11/en/

12 Banco Mundial. (2025, 2 de Maio). O que esta a obstruir o pleno potencial de Mocambique? O custo oculto
da violéncia baseada no género. World Bank Blogs. https://blogs.worldbank.org/pt/nasikiliza/whats-hold-
ing-back-mozambiques-full-potential-the-hidden-cost-of-gbv-afe-0525

Meusalario.org/Mogambique. (2024). Desigualdade de género no mercado de trabalho: desafios e
perspectivas. https://meusalario.org/mocambigue/noticias-em-mocambique/desigualdade-de-genero-no-
mercado-de-trabalho-desafios-e-perspectivas
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In rural areas, where the majority of Mozambican women live and work, the impact of
fuel price increases is felt particularly acutely. Women are frequently the managers of
household budgets and responsible for the family's nutrition, meaning that the rising
cost of food falls disproportionately on them in terms of managing scarcity, reducing
meals, and dietary diversity. They are also the ones who travel greater distances on foot
to fetch water, firewood, and food, in a logic of subsistence that the absence of accessible
transport infrastructure makes even more burdensome.

Female-headed households, which represent a significant proportion of all households,
particularly those of widows and divorced women, are especially exposed (INE, 2024)".
Without a spouse's income and frequently without access to formal credit, they face fuel
price increases and their second-order effects without any safety cushion. The World
Bank report on the cost of gender-based violence in Mozambique warns that pre-existing
inequalities deepen in crisis contexts, and that women are the first to absorb shocks and
the last to recover (World Bank, 2025).

2.5. Urban-rural inequalities

One of the most significant and least-discussed dimensions of the fuel price impact is its
differentiated effect on urban-rural inequalities. Urban areas, especially Maputo, have
greater access to alternative energy sources, denser distribution networks, and at least in
theory, more diverse transport systems. Rural areas, by contrast, rely almost exclusively
on road transport, motorcycle taxis, bicycles, and animal traction for all needs, from
health to education, from food to the outflow of agricultural production.

Poverty in Mozambique is not uniformly distributed: according to the World Bank report
(2026), it is in the rural provinces of the North and Centre that poverty is deepest and
most concentrated. In these regions, where transport infrastructure is most precarious
and markets most distant, the impact of fuel price increases is proportionally more severe
than in provincial capitals or in Maputo. The logistics of supplying fuel to rural areas,
already normally deficient, become even more expensive and irregular, worsening the
economic isolation of populations.

3. IMPLICATIONS AND RECOMMENDATIONS
3.1. Fuel policy: transparency, subsidiarity, and diversification

The current fuel price-setting structure in Mozambique lacks transparency and public
scrutiny. ARENE (the National Energy Regulatory Authority) sets prices by decree, based
on formulae that take into account international prices, distributor margins, and logistics
costs. However, the decision-making process is opaque: consumers and social partners
do not have regular and accessible insight into the price components, notably the fiscal

3 INE (2024). Mulheres e Homens em Mocambique 2022-2023. INE. https://www.ine.gov.mz/docu-
ments/20119/44460/Mulheres+e+Homens+em+Mocambigue+2024.pdf
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structure, the margins of importers, and the decisions on when and how much to adjust
prices. This opacity fuels mistrust and prevents any genuine assessment of the system's
fairness.

The following measures are recommended:

e Regular and accessible publication of the detailed composition of fuel prices
(including the fiscal component, the import margin, freight, storage costs, and
the distribution margin) so that citizens, specialists, and oversight bodies can
assess whether prices genuinely reflect costs or incorporate excessive rents
by any operator in the chain.

e Review of the Fuel Stabilisation Fund, created precisely to cushion the impacts
of international price shocks on domestic consumers. The available amount
(5.2 million euros in March 2026) is manifestly insufficient for a country with
Mozambique's needs.

e Diversification of supply sources and reduction of dependence on the Strait
of Hormuz. The development of supply agreements with alternative routes,
as well as investment in port storage capacity in Mozambique, could signifi-
cantly reduce this vulnerability.

In the medium and long term, investment in renewable energy and the electrification of
public transport represents a structural pathway to reducing dependence on imported
fossil fuels. Mozambique has exceptional renewable energy potential, largely unex-
ploited, which could progressively substitute imported fuels in the national energy mix'.

3.2. Wage policy

The current tripartite wage negotiation model has virtues (it guarantees the participation
of social partners) but presents profound structural limitations. The annual setting of
minimum wages occurs in an institutional framework where the Government plays a cen-
tral role in both the calendar and final validation, while trade unions' capacity for organ-
isation and negotiation remains more limited than that of employers, in a context of
social dialogue marked by fragmentation and institutional weaknesses (Chiconela et al.,
2025 Public Services International, 2025).

' International Energy Agency. (2025). Mozambique 2024. IEA. https://www.iea.org/reports/mozambique-
2024

15 Chiconela, V. C,, Castigo, F., & Cardoso, J. (2025, March). Analysis of the distributional effects of alternative
sectoral categories for setting minimum wages in Mozambique [Policy note]. UNU-WIDER.
https://www.wider.unu.edu/sites/default/files/Publications/Policy-brief/PDF/MOZMOD-

PolicyNote Analysis-distributional-effects-alternative-sectoral-categories-MW.pdf

"6 Public Services International. (2025, April 22). Mozambique's public sector unions unite to strengthen social
dialogue. https://publicservices.international/resources/news/mozambiques-public-sector-unions-unite-to-
strengthen-social-dialogue?id=15808&lang=en
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The following actions are therefore recommended:

The creation of an automatic mechanism for indexing the minimum wage to
the previous year's consumer price index, so as to preserve the real purchas-
ing power of workers against inflation. Countries such as Brazil have adopted
adjustment formulae that combine the previous year's inflation with the real
GDP growth rate, ensuring that wages keep pace with both the cost of living
and general economic progress'’. A formula of this nature, adapted to the
Mozambican context, would eliminate the arbitrariness and asymmetry that
currently characterise the process.

A progressive approximation of the minimum wage towards an effective min-
imum cost-of-living threshold. Trade unions propose MZM 42,000 as an ad-
equate value to cover basic needs (MZ Emprego, 2025)'8. While this value may
not be immediately achievable without employment costs, a gradual and
credible convergence roadmap with multi-year targets would increase work-
ers' confidence in the system and reduce the differential between the mini-
mum wage and the cost of survival.

Articulation between minimum wage and productivity. Raising wages without
parallel investment in professional qualification, technology, and work organ-
isation may, over time, compromise the competitiveness of companies and
incentivise the substitution of labour by capital or further informalisation.
Wage policy must therefore form part of a broader strategy for human capital
development and productive modernisation.

3.3. Social protection

Social protection in Mozambique continues to cover only a limited portion of the vulner-
able population. The monetary assistance programmes managed by the National Social
Security Institute target specific groups, such as the elderly, persons with disabilities, and
children in vulnerable situations, but coverage remains restricted relative to the scale of
poverty; monetary benefits are of low value; and significant challenges in targeting and
identifying beneficiaries persist (International Labour Organization, 2023";

7 International Labour Organization. (2016, March 24). Brazil: Setting and adjusting minimum wage levels.
ILO. https://www.ilo.org/resource/brazil-1

8 MZ Emprego. (2025, 25 de Agosto). Salario minimo em Mogambique. https://mzemprego.com/salario-
minimo-em-mocambique/

19 International Labour Organization. (2023). Building social protection floors and comprehensive social se-
curity systems: Mozambique result achieved 2022-2023. ILO Social Protection Platform. https://standards.so-
cial-protection.org/gimi/ResultAchieved.action?id=1053
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United Nations University World Institute for Development Economics Research, 2024%;
Jones et al,, 2025%").

In the face of shocks such as the fuel price increase of May 2026, it is necessary to have
reactive social protection mechanisms capable of activating additional transfers or tem-
porary subsidies (an appropriate and logical measure, but one that requires rapid oper-
ationalisation and well-defined eligibility criteria if it is not to be lost in administrative
inefficiencies).

In the medium term, strengthening social protection in Mozambique requires three con-
ditions: greater funding, including the mobilisation of additional fiscal revenues and the
renegotiation of external aid, which has declined in recent years; better beneficiary iden-
tification systems, based on updated social registries; and greater institutional capacity
to implement programmes with regularity, predictability, and transparency. The interna-
tional literature is unequivocal: monetary transfers to poor families have positive impacts
not only on immediate consumption, but also on investment in education, health, and
agricultural production (Bastagli et al., 2016)*.

3.4. Monitoring, data, and public accountability

One of the most serious weaknesses of Mozambican economic and social policy is the
scarcity of updated, disaggregated, and accessible data on living conditions. The refer-
ence poverty survey (Household Budget Survey, IOF) has irregular periodicity: the most
recent data used by the World Bank refers to 2022, in a reality where the macroeconomic
context has changed substantially. Major public policy decisions, such as the revision of
fuel prices or minimum wage adjustments, are made without an up-to-date understand-
ing of their distributional impact.

It is recommended that the Government and its international partners invest in the insti-
tutionalisation of cost-of-living and household welfare monitoring systems, with a regu-
larity that allows for an assessment of the impacts of economic shocks on different pop-
ulation groups.

20 United Nations University World Institute for Development Economics Research. (2024, October 21). Un-
derstanding Mozambique's social protection system in the context of recurring shocks — perspectives from
the field. ReliefWeb. https://reliefweb.int/report/mozambique/understanding-mozambiques-social-protec-
tion-system-context-recurring-shocks-perspectives-field

21 Jones, S., Massingue, T., & Muchabel, H. (2025, November). When (not) to target social programs: The
simple arithmetic of the effectiveness of scale-up (WIDER Working Paper 2025/80). UNU-WIDER.
https://doi.org/10.35188/UNU-WIDER/2025/639-1

22 Bastagli, F., Hagen-Zanker, J., Harman, L., Barca, V., Sturge, G., & Schmidt, T. (2016). Cash transfers: What
does the evidence say? Overseas Development Institute (ODI). https://www.odi.org/sites/odi.org.uk/files/re-
source-documents/11316.pdf
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4. CONCLUSION

The debate on minimum wages and fuel prices in Mozambique tends to be conducted
as if they were autonomous technical issues: on one side, wage negotiation between
Government, employers, and trade unions; on the other, press releases with fuel price
tables. This fragmentation is analytically misleading and socially dangerous.

This Rural Highlight from the OMR sought to demonstrate that these two phenomena
are two sides of the same coin: expressions of an economic structure that distributes
costs and benefits in a profoundly unequal manner. When diesel rises 45.5% and the
minimum wage in the agricultural sector grows by 5.5%, the arithmetic is relentless: the
poorest (peasants, informal workers, rural women, young people without formal employ-
ment) become poorer, and the distance separating them from the more privileged seg-
ments of society grows. The Gini coefficient places Mozambique among the ten most
unequal countries in the world (World Bank, 2026), which is the result of political choices.

The real risk for Mozambique is not only that of continuing to treat wages, fuel prices,
poverty, and inequality as separate topics. It is that of continuing to manage crises rather
than building systems. The 2026 fuel crisis should be the trigger for a thorough review
of energy policy, the strategy for diversifying supply sources, the price-setting model, the
social protection architecture, and wage policy. If treated solely as a technical price ad-
justment, with no accompanying social measures, it will represent yet another missed
opportunity in a long list of missed opportunities.

The central question is who bears the cost of economic decisions and who benefits from
the current economic structure. Until Mozambique answers this question with political
honesty and concrete policies of redistribution, inclusion, and social protection, the num-
bers will continue to tell the same story: a country that grows in resources and regresses
in well-being, that exports natural gas and imports poverty, that announces minimum
wages to which the majority of workers have no access.

Rural areas, where poverty is most intense, where informality is most dominant, and
where the effects of economic shocks are most lasting, must be the starting point, not
the end point, of any policy that claims to be more inclusive and development-oriented.
Without this reorientation, the risk of a 'second lost decade' is real, measurable, and
avoidable.

The contents are the sole responsibility of the authors and in no way bind Observatério do Meio Rural,
its partners or sponsors.
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