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1. INTRODUCTION

Public debate on the increase in fuel prices in Mozambique focuses, almost invariably,
on its impact on urban passenger transport and on the cost of living of urban households.
This focus, although legitimate, leaves in the shadows a deeper, more diffuse and more
difficult-to-reverse impact: fuel as an agricultural factor of production.

Mozambique's economy is, at its base, an agrarian economy?. The 2025-2026 agricultural
campaign, launched by President Daniel Chapo in November 2025 in Mafambisse, Sofala
Province, under the motto "Working the land is creating wealth for Mozambique", set
ambitious targets: 3.4 million tonnes of cereals, 929 thousand tonnes of legumes, more
than 10 million tonnes of roots and tubers, and 180 thousand tonnes of cashew nuts
(MAAP, 2025)%. The President called for the "transformation of subsistence agriculture
into modern, productive agriculture capable of feeding Mozambique", describing the
sector as the "backbone of the economy". The 2024-2025 campaign had effectively
recorded a 15.7% expansion in the cultivated area, with 7.2 million hectares sown, of
which 1.3 million hectares were affected by adverse weather and 439 thousand families
by drought (Diario Econémico, 2026)*.

These positive figures, however, coexist with a persistent structural contradiction:
Mozambican agriculture is energy dependent, and this fact rarely appears at the centre
of the public policy debate. Dr Amilcar Pereira, National Director of Planning and Policies
at the Ministry of Agriculture and Rural Development, was exceptionally direct at a
conference organised by the Centre for Democracy and Human Rights (CDD) in 2023:
"When asked how this crisis is affecting Mozambique, I have replied several times that
the main source of concern is not the availability of fertilisers, nor the availability of seeds,

' Yasser Arafat Dad4, Economista e Mestre em Desenvolvimento e Cooperacdo Internacional pela
Universidade de Lisboa. Doutor em Estudos de Desenvolvimento. Director e Pesquisador do OMR.

2 In Mozambique, where more than 70% of the active population works in agriculture and where smallholder
farmers are responsible for 95% of food production.

3 Ministry of Agriculture, Environment and Fisheries. (2025, 15 November). Government launches the 2025-
2026  agricultural  campaign  with  targets for growth and  sector transformation.
https://www.agricultura.gov.mz/governo-lanca-campanha-agraria-2025-2026-com-metas-de-crescimento-
e-transformacao-do-sector/

4 Dirio Econémico. (2026, 30 March). Agricultural production in Mozambique grew by more than 15% in
2025. https://www.diarioeconomico.co.mz/2026/03/30/negocios/agronegocios/ _trashed-144/
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but rather the impact of fuel prices. Fuel prices affect the entire dynamics of the value
chain" (CDD, 2023)°. This statement, made by a senior official in the sector, summarises
the problem.

The energy dependence of Mozambican agriculture is expressed in multiple dimensions:
in the transport of inputs from distribution centres to rural areas; in soil mechanisation,
even though it remains very limited and depends on diesel-powered tractors and walking
tractors; in irrigation, which on farms that use it often depends on fuel-powered pumps;
in the transport of production from the field to local, provincial and national markets;
and in the operation of mills, huskers and other post-harvest equipment which, in rural
areas without access to the electricity grid, run on diesel or illuminating kerosene.
Illuminating kerosene, in fact, recorded the highest percentage increase of all fuels in
May 2026 (rising from 66.86 to 97.56 meticais per litre, an increase of 45.9%), directly
pressuring rural communities that depend on it for lighting and for the operation of small
machines (ARENE, 2026).

To understand the scale of the problem, it is essential to start from the structure of
Mozambique's agrarian sector. According to data from the Strategic Plan for the
Development of the Agrarian Sector, smallholder farmers account for 95% of food crop
production. The average farm size is between 1 and 2 hectares. Basic food crops (maize,
cassava, rice and beans) are mainly intended for household consumption; only part of
the surplus is marketed (PEDSAII, 2022-2026)°. According to the 2023 Agricultural Survey
(IAD), maize remains the most widely grown crop, occupying 39% of the total cultivated
area.

These smallholder farmers are characterised as follows: they do not keep organised
accounts, they do not have access to formal bank credit, they do not have financial
reserves to absorb abrupt increases in production costs, and they do not have the
bargaining power to pass cost increases on to sale prices, because prices in informal
markets are formed by the balance of power between atomised producers and traders
with more information and mobility. When diesel prices rise, the impact reaches these
producers directly through the multiple channels analysed below. This Rural Highlight
analyses how the 45.5% increase in the price of diesel (from 79.88 to 116.25 meticais per
litre, in force since 7 May 2026) runs through each link of the agricultural value chain:
from input acquisition and soil preparation to the marketing and transport of production,
including irrigation, post-harvest activities and commercialisation (ARENE, 2026).

> Centre for Democracy and Human Rights. (2023, 3 February). Impact of the increase in fuel prices on
smallholder farmers. https://cddmoz.org/impacto-da-subida-do-preco-dos-combustiveis-para-pequenos-
agricultores/

6 Republic of Mozambique. (2022). Strategic Plan for the Development of the Agrarian Sector (PEDSA I,
2022-2030). Ministry of Agriculture, Environment and Fisheries.
https://www.agricultura.gov.mz/documents/PEDSA VERSAO LONGA.pdf
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2. FUEL IN EACH LINK OF THE CHAIN
2.1. First stage: the rising cost of inputs

The first link in the agricultural value chain through which fuel exerts its impact is, in many
respects, the most decisive: the acquisition of inputs. Fertilisers, certified seeds, pesticides
and animal feed. All these goods reach rural producers after a route involving
importation, national distribution and local distribution, each stage of which depends on
fuel-based transport. When diesel prices rise, input distributors immediately adjust
freight prices, and this adjustment is passed on, in whole or in part, to prices charged at
rural points of sale.

The situation is aggravated by a converging global trend. A report published in March
2026 warned that the main fertilisers (urea, MAP and NPK) were expected to record an
average increase of 12% in 2026, driven by the rise in natural gas prices and by logistical
bottlenecks on supply routes (Agropec Futuro, 2026)’. The link between fuel costs and
fertiliser costs is direct: nitrogen fertilisers, such as urea, are produced from natural gas;
the others are imported and distributed through routes that depend on fuel at every
node. In a context in which the conflict in the Middle East disrupts both fuel supply and
fertiliser production, access to fertilisers becomes more expensive to produce and more
expensive to transport.

The subsidised fuel system does not work for smallholder farmers, who constitute the
overwhelming majority. The representative of the Confederation of Economic
Associations of Mozambique (CTA) acknowledged in 2023 that "so far what has been
achieved is only a subsidised price for farmers who keep organised accounts”, identifying
as a central challenge the need to "ensure the unification of the fuel price so that the
discount is subject to fewer requirements” (CDD, 2023). This diagnosis, made three years
before the May 2026 increase, remains current: the subsidy mechanism exists, but it
excludes small-scale producers. The absence of a system for formalising and certifying
smallholder farmers is identified as the main barrier to access to support measures (CDD,
2023).

2.2. Second stage: soil preparation and irrigation

The second stage covers soil preparation and irrigation. Agricultural mechanisation in
Mozambique is still at a very low level (only 11.3% of farms used animal traction and the
large majority depended on hand tools (IFDC, 2014)%), but the tractors and walking
tractors that do exist, and which are often shared among producer communities, run on

7 Agropec Futuro. (2026, 12 March). Fertiliser prices should rise by 12% in 2026, agricultural consultancy
warns. https://agropecfuturo.com.br/preco-dos-fertilizantes-deve-subir-12/

8 IFDC — International Fertilizer Development Center. (2014). Update on the use of agricultural inputs in
Mozambique. Workshop on the long-term impact of the temporary agricultural input subsidy in
Mozambique, 15 September 2014. https://mrr.ucdavis.edu/sites/g/files/dgvnsk466/files/2017-03/Apresnt-
Actual-uso-de-insmos-IFDC-2014.pdf
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diesel. An increase in the price of diesel implies an increase in the cost of mechanisation
services, which may discourage their use and reinforce dependence on low-productivity
manual methods.

Mozambique has vast surface and groundwater resources, but less than 5% of
agricultural land is effectively irrigated (AIM, 2025)°. On farms that use irrigation, a
significant share depends on pumps powered by diesel or illuminating kerosene and has
no access to electricity; the rural electrification rate was only 31% in 2018 (United Nations
in Mozambique, 2018)'°. A small horticultural producer in Tete or Zambézia who pumps
water to irrigate a farm plot with a diesel pump saw irrigation operating costs increase
by 45.5% from one day to the next.

Experiences documented in Tete, Zambézia and Sofala by UNIDO and ADPP
(Development Aid from People to People) showed that the adoption of photovoltaic
systems improves smallholder farmers' productivity and reduces operating costs (United
Nations in Mozambique, 2018). However, access to these technologies remains very
limited because of cost, the availability of technical assistance and financing. The BCI-
SUPER credit line for solar-powered irrigation, financed by UNIDO with a one-million-
dollar guarantee, requires a 25% down payment, a viable business plan and a BCI bank
account (Energypedia, 2025)"". These requirements structurally exclude the large majority
of smallholder farmers.

2.3. Third stage: the transport and marketing of production

The transport and marketing of production is dominated by private traders who
intermediate between rural producers and urban markets, using light vehicles, minibuses
and trucks that depend almost exclusively on diesel. The Minister of Transport and
Logistics, Jodo Matlombe, acknowledged in November 2025 that rural roads "are vital for
connecting productive agricultural areas to the main urban markets" and defended road
rehabilitation programmes oriented towards rural development (Agroportal, 2025)"2. This
statement recognises the centrality of transport for agricultural marketing, but does not
address the cost of fuel as a constraint.

9 AIM — Mozambique News Agency. (2025, 29 May). Nampula: irrigation solution for smallholder farmers
under discussion. https://aimnews.org/2025/05/29/nampula-solucao-de-irrigacao-para-pequenos-
produtores-em-discussao/

19 United Nations in Mozambique. (2018). UNIDO and the Government of Mozambique promote access to
renewable energy systems. https://mozambique.un.org/pt/256564-unido-e-governo-de-
mo%C3%A7ambique-promovem-acesso-sistemas-de-energias-renov%C3%A1veis

" Energypedia. (2025). Solar-powered irrigation in Mozambique: Barriers.
https://energypedia.info/wiki/Irriga%C3%A7%C3%A30_com Energia Solar em Mo%C3%A7ambique : Barr
eiras

12 Agroportal. (2025, 12 November). Mozambican Minister points to the value of rural roads for connecting
the countryside and markets. https://www.agroportal.pt/ministro-mocambicano-aponta-valor-de-estradas-
rurais-para-ligar-campo-e-mercados/
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The effect of the increase in diesel prices on the transport and marketing of production
is immediate. First, transporters on rural routes increase freight prices or abandon less
profitable routes. This abandonment of routes economically isolates rural communities
that depend on transport for their insertion into markets. Second, when freight becomes
more expensive, the trader who goes to the field to buy the farmer's production lowers
the price he is willing to pay in order to preserve his margin. The cost of fuel is transferred
down the chain (from the transporter to the trader and from the trader to the farmer,
who receives a lower price for production). Third, in situations of acute shock (such as
that of May 2026), there may be a temporary paralysis of the marketing system, with
products rotting in the field because no transporter considers the trip profitable.

2.4. Fourth stage: post-harvest and processing

The post-harvest stage is the one in which dependence on fuel is less visible, but equally
significant. In Mozambique, post-harvest losses are estimated at between 20% and 40%
of production, depending on the crop and the region (FAO, 2019)". These losses result
largely from the absence of adequate storage and processing infrastructure, and part of
this infrastructure depends on energy to operate.

Mills and huskers that process maize, rice and cassava in rural areas without access to
the electricity grid run on diesel or illuminating kerosene. Illuminating kerosene, which
recorded the highest percentage increase of all fuels in May 2026 (45.9%, from 66.86 to
97.56 meticais), is the fallback fuel in many of these small processing units. An increase
of this magnitude may render milling and husking services economically unviable in more
remote rural areas, forcing producers either to sell the product in raw form (losing added
value) or to travel longer distances to access processing (which, again, increases costs
and reduces margins).

The same reasoning applies to refrigeration (essential for horticultural products and fish),
which depends on diesel generators in rural areas. The increase in energy costs raises the
cost of refrigeration, which is passed on by traders to consumers, or simply leads to the
abandonment of the cold chain, with direct impacts on food security and on the quality
of products reaching urban markets.

2.5. Cashew nuts, cotton and cash crops: a particular case

Cash crops (cashew nuts, cotton, tobacco and sesame) are particularly vulnerable to fuel
price increases because they are more oriented towards export markets and have a
longer logistics chain. Cashew nuts are the most important export crop: for the 2025-
2026 campaign, the Government set reference prices of USD 1,250 per tonne for cashew
nuts classified as 46 pounds and USD 1,440 per tonne for cashew nuts classified as 53

'3 Food and Agriculture Organization. (2019). The State of Food and Agriculture 2019: Moving Forward on
Food Loss and Waste Reduction. FAO. https://www.fao.org/publications/sofa/2019/en/
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pounds, with export volumes estimated at around 60,000 tonnes (MAAP, 2025)™.
However, the profitability of this chain for rural producers depends on the cost of moving
cashew nuts from the field to processing units or export points, and that cost is,
ultimately, a function of the price of diesel.

The meeting of the Management Committee for the 2025 Cashew Commercialisation
Campaign, held under the motto "For balanced remuneration of all actors in the almond
value chain", implicitly recognised this distributive tension: when marketing costs rise
because of fuel prices, the question of who absorbs that cost (the farmer, the
intermediary trader or the exporter) is a question of bargaining power, and the farmer is
systematically the weakest link (MAAP, 2025).

3. SECOND-ORDER EFFECTS: FOOD PRICES, FOOD SECURITY AND INEQUALITIES
3.1. Transmission to food prices

The effects of fuel on the agricultural value chain do not stop at the impact on producers;
they spread, through second- and third-order effects, to food prices in urban and rural
markets and, from there, to the food security of the poorest households. The transmission
chain is well known: more expensive diesel -> more expensive freight -> higher entry
prices in urban centres -> higher consumer prices. For staple foods (maize, rice, beans,
cassava), this increase falls disproportionately on lower-income households, which
allocate a higher share of their budget to food.

The Mozambican paradox is that the rising cost of food affects not only urban consumers,
but also rural producers themselves as net food buyers. Most rural Mozambican
households are not self-sufficient throughout the year: they sell part of their production
during the harvest season (when prices are lower) and buy food during the pre-harvest
lean months (when prices are higher). This pattern, referred to in the development
literature as the "harvest poverty trap", is aggravated by the rise in transport costs: the
price gap between the harvest season and the lean period widens when freight becomes
more expensive, deepening the vulnerability of households that depend most on the
market to complete their diet™.

Food product inflation in Mozambique reached 9.52% in November 2025 (more than
twice the general inflation rate), and the trend is likely to worsen with the fuel price

4 Ministry of Agriculture, Environment and Fisheries. (2025). Mozambique approves reference prices for
cashew nut exports in the 2025/2026 campaign. https://www.agricultura.gov.mz/mocambique-aprova-
precos-de-referencia-para-exportacao-da-castanha-de-caju-na-campanha-2025-2026/

15> Burke, M., Bergquist, L. F., & Miguel, E. (2019). Sell low and buy high: Arbitrage and local price effects in
Kenyan markets. National Bureau of Economic Research.
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increase of May 2026. For households living on less than three dollars a day'®, each
percentage point of food inflation represents a real reduction in consumption.

3.2. Impact in the Northern, Central and Southern regions

The impact of fuel on the agricultural value chain is not homogeneous across the national
territory. It manifests itself differently depending on distance from distribution centres,
the quality of road infrastructure, the density of commercialisation circuits and the
composition of the local production system. In general terms, the impact is greater the
more distant, remote and isolated the production point is.

The North concentrates a large share of national agricultural production, particularly
maize, cassava, beans, cotton and cashew nuts. It is also the region with the highest
incidence of poverty and the most precarious road infrastructure. According to the 2025-
2026 Annual Contingency Plan, Nampula and Zambézia are among the provinces at
greatest risk in the event of adverse climatic phenomena (INGD, 2025)'8. Under these
conditions, the increase in diesel prices has a multiplier effect: poor roads increase fuel
consumption per kilometre; the lower transport volume per route makes it more difficult
to dilute fixed costs; and weaker competition among transporters allows proportionally
higher freight charges.

The Centre combines areas of relatively good agricultural productivity with connectivity
challenges in border and inland regions. The Beira Corridor is the main route for moving
production from the Centre to national and regional markets. An increase in transport
costs along this route makes all production that depends on the corridor more expensive.
In the South, proximity to the capital and to the Port of Maputo partially reduces the
isolation effect.

4. PUBLIC POLICY FACING THE CHALLENGE: GAPS, OPPORTUNITIES AND
RECOMMENDATIONS

4.1. Agricultural subsidised fuel: from an elite benefit to a universal right

The main public policy measure currently in place to mitigate the impact of fuel costs on
Mozambican agriculture is the subsidised price system for farmers. This mechanism
allows farmers who keep organised accounts to purchase fuel at a price below the market
price. The fundamental problem is that this benefit is structurally inaccessible to the large
majority of producers, who do not have organised accounts, formal certification or easy
access to authorised distributors.

16 81% of the Mozambican population, according to the World Bank (2026).

7 Dad4, Yasser (2026). Minimum wage, fuel prices and their implications for poverty and inequalities in
Mozambique: A critical and multidisciplinary analysis. Rural Highlight 371. Observatério do Meio Rural.

'8 National Institute for Disaster Risk Management and Reduction. (2025). Annual contingency plan 2025-
2026. https://ingd.gov.mz/wp-content/uploads/2025/10/PC-2025-26-CM.pdf
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There is a need to reform the agricultural subsidised fuel system in order to broaden
access to all producers registered in the Ministry of Agriculture's systems, including
members of peasant associations, cooperatives and other formalised associative
structures, regardless of whether they keep organised accounts in the strict accounting
sense. The eligibility criterion should be based on agricultural registration (which can be
carried out at district level) and not on tax or accounting requirements that systematically
exclude the most vulnerable. The case of Portugal, which approved a discount on fuel
prices for agriculture, is referred to in the literature as a good-practice reference in terms
of reach and simplicity®.

4.2. Rural transport and agricultural logistics

The second recommendation is the formulation of an integrated rural transport and
agricultural logistics policy that treats the transport and marketing of production as a
public responsibility and not only as a private market. This implies, first, sustained
investment in rural roads, with prioritisation criteria favouring routes that serve areas of
greater productive potential and greater vulnerability to isolation.

Second, it implies the development of platforms for aggregating demand for agricultural
transport (marketing cooperatives that consolidate production volumes sufficient to
justify the organisation of transport fleets at lower costs per tonne/kilometre), following
well-documented models in East and Southern Africa®®. President Daniel Chapo called in
May 2025 for coordination between producers and commercialisation agents to "ensure
the absorption of production surpluses and improve coordination among value-chain
actors" (Agroportal, 2025). This orientation is correct, but it requires concrete institutional
mechanisms to operationalise it.

Third, it implies exploring lower-cost and less diesel-dependent transport modalities,
including the reactivation of railway lines for the transport of bulk cereals in the regions
served by Mozambique Railways (CFM) (the Zambézia Corridor, the Nacala Corridor and
the Beira Corridor), where rail transport can be substantially cheaper per tonne/kilometre
than road transport.

9 Government of Portugal. (2022, 3 November). Farmers receive extraordinary support of 10 cents per litre
for coloured and marked diesel. https://portugal.gov.pt/gc23/comunicacao/noticias/agricultores-com-
apoio-extraordinario-de-10-centimos-por-litro-para-gasoleo-colorido-e-marcado

20 Markewe, N., & Olorunfemi, O. (2024). A systematic review of the trends, effects, and deterrents of
collective marketing participation among smallholder farmers in Sub-Saharan Africa. Sustainability, 16(21),
9578.
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4.3. Irrigation

The third recommendation is to accelerate the transition from diesel-powered irrigation
systems to solar (photovoltaic) irrigation systems, turning it from a dispersed set of
donor-funded pilot projects into a national-scale public policy with adequate financing
and access mechanisms that are affordable to smallholder farmers. The 2026 fuel crisis
should act as an accelerator of this transition: in a context where diesel costs 116.25
meticais per litre (and may cost more in the near future), the economic viability of solar
irrigation systems improves substantially in comparative terms.

The main obstacle identified is the entry cost and access to financing. The PAYGO (pay-
as-you-go) model, widely used in Kenya for solar irrigation systems, has not yet arrived
in Mozambique in any significant way (Energypedia, 2025). The Government, in
partnership with the World Bank and other development organisations, should create a
National Renewable Energy Transition Fund to finance, through very long-term credit
and repayments calibrated to agricultural production cycles, the acquisition of
photovoltaic systems by smallholder farmers and producer associations.

4.4. Storage, processing and reduction of post-harvest losses

The fourth recommendation is investment in small-scale storage/refrigeration and
processing infrastructure in rural areas, with particular attention to reducing dependence
on illuminating kerosene and diesel for the operation of mills, huskers and cold rooms.
This implies, on the one hand, expanding the rural electricity grid (with priority given to
areas of greatest agricultural production) and, on the other, encouraging the adoption
of mills and processing equipment powered by solar energy or other local renewable
sources.

4.5. Monitoring, data and accountability

The fifth recommendation is methodological and institutional in nature: the creation of
a regular monitoring system for the impact of fuel prices on agricultural production costs,
by value chain and by region. Mozambique currently has no instrument for the systematic
and periodic measurement of the weight of fuel in the production costs of smallholder
farmers. The available estimates are scattered, use different methodologies and have
irregular periodicity. Without this database, policy decisions on subsidies, support
mechanisms and investment in alternative energy are taken without rigorous evidence
on where and how much fuel weighs in the cost structure of agriculture.




5. Final considerations

The recommendations advanced in this Rural Highlight (reform of the subsidised fuel
regime, integrated rural transport policy, acceleration of the transition to solar-powered
irrigation, investment in decentralised storage and processing, and creation of a robust
monitoring system) do not constitute a utopian agenda. They are, for the most part,
measures with documented precedents on the African continent and beyond, with
available technologies, potentially mobilisable financing and sufficient empirical
evidence to support decision-making. Until that decision is taken, smallholder farmers
will continue to pay, without knowing exactly how, the energy bill of an economy that
depends on them for food and protects them too little in their own livelihood.

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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