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Our Services 

Syndicated Market Research 

Custom Research and Consulting 

  

Expansive Network 

On-the-ground researchers in 80 countries 

Complete view of the global marketplace 

Cross-comparable data across every market 

  

Our Expertise 

Consumer Trends & Lifestyles 

Companies & Brands 

Product categories & Distribution channels 

Production & Supply Chains 

Economics & Forecasting 

Comparable data across markets 
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Euromonitor International network and coverage 
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Research solutions 
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Macro 
Opportunity frameworks 
PEST 
Quarterly tracking 

Competitive Intelligence 
Profiling 
Benchmarking 
Partner evaluation 

Innovation 
NPD business case 
Consumer insights 
Product claims 

Route to Market 
Production, imports, exports 
Supply and value chain 
B2B and B2C channels 

Category Evaluation 
Sizes, shares, growth 
Segmentation 
Market entry strategy 

Scenario Analysis 
Market simulations 
Portfolio analysis 
Test business cases 

Market Analytics 
Marketing effectiveness 
Substitutes and complements 
Price and channel strategy  

Visualisation 
Discovery, sharing, communication 
Market attractiveness planners 
Performance monitoring 

Forecasting 
Launch, sales, demand, lifecycle 
Success / failure probabilities 
Determine risk exposure 

Consumer Analytics 
Customer profiling 
Income distribution models  
Purchasing behaviour 
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Euromonitor International research methodology 
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Project objectives 
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Project objectives 
 Size the licit and illicit alcohol market in Mozambique for 2014. 

 Identify and quantify the main categories of illicit alcohol (e.g. smuggling.) This will 

include fiscal losses for each illicit category and the aggregated fiscal loss for 2014. 

 Identify key trends in illicit alcohol consumption.  

 Assess the contributing factor of regulatory environment in facilitating or preventing the 

availability of illicit alcohol.  

 Illustrate the value chain for illicit alcoholic beverages by illicit category. 

 
Euromonitor International solution 
 Comprehensive secondary research of publicly available market intelligence. 

 Extensive audit of alcoholic beverage products sold in licensed and unlicensed retail, 

on-trade establishments, and wholesaler channels.  

 In-depth interviews with industry experts from all levels of the alcoholic beverage supply 

chain, (including alcohol producers, distributors, retailers, government Ministry officials, 

Customs officers, trade associations and NGOs) for their opinions on the size and 

drivers of the illicit trade, and trends in the market. 

 Analysis of the above sources to reach independent conclusions that are reported 

transparently, and with any relevant estimates and assumption-building factors. 

Category Coverage 

Counterfeit and illicit brands 

 Substitution/refill 

 Industrial manufacturing of 

illicit/unbranded 

Smuggling 

 Smuggling of ethanol 

 Smuggling of finished product 

Illicit artisanal 

Surrogate 

Tax leakage 

Alcohol Type Coverage 

Distilled 

Fermented 

Geographic Coverage 

Mozambique 

http://www.euromonitor.com/


INTRODUCTION 

METHODOLOGY 

EXECUTIVE SUMMARY 

CATEGORY ANALYSIS 

FISCAL LOSS 

APPENDIX 



9 

© Euromonitor International Ltd 2015. Applicable terms and conditions of use and the disclaimer at the front of this document apply. 

Project scope and definitions 
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Category Subcategory Definition 

Counterfeit and illicit brands 

Substitution/refill 
Illicit alcohol sold as licit brands or empty bottles of legitimate products 

refilled with cheaper alcohol 

Industrial manufacturing of 

illicit brands or unbranded 

beverage alcohol 

Manufacturing of illicit branded or unbranded alcohol 

Smuggling 

Smuggling of ethanol Illicit imports of ethanol as a raw material 

Smuggling of the finished 

product 
Illicit imports of packaged alcoholic beverages 

Illicit artisanal n/a Illicit artisanal alcoholic beverages made for commercial purposes. 

Surrogate n/a 
Alcohol not meant for human consumption (e.g. pharmaceutical alcohol) 

diverted to the alcoholic beverage market 

Tax leakage n/a 
Licit alcoholic beverages (locally produced) for which inappropriate or no 

excise was paid 

Abbreviations 

HL Hectolitre 

LAE Liters of alcohol equivalent 

http://www.euromonitor.com/
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Value chain analysis used to avoid double-counting 
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 In many cases, illicit alcoholic beverages can fall into more than one category. To avoid double-counting 

and to better understand each of these categories, Euromonitor International designated each product to 

the category in which it first enters the illicit alcohol market of any given country. 

 For example, if an illicit artisanal beverage is created from smuggling ethanol, then for the purposes of this 

study it is considered smuggling, because the alcohol became illicit the moment it entered the country 

without paying requisite taxes prior to the artisanal production and distribution process.  

 This example (illustrated below) helps explain the Euromonitor International category classifications for this 

project: 

Ethanol 
locally 

produced 

Ethanol 
smuggling 

Distributed 
to illicit 

producer 

Illicit 
beverage 
produced 

Finished 
product 

distributed 

Product 
sold and 

consumed 

Beverage classified as smuggling because it 

became illicit at that specific stage of the 

value chain 
= SMUGGLING 

http://www.euromonitor.com/
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Alcoholic Beverage Market Size 2014 

537,302  HL, LAE 
TOTAL ALCOHOL MARKET VOLUME 

181,058  HL, LAE 
TOTAL LICIT ALCOHOL MARKET VOLUME 

356,245  HL, LAE 
TOTAL ILLICIT ALCOHOL MARKET VOLUME 

356  US$, mn 
TOTAL LICIT ALCOHOL MARKET VALUE RSP 

136 US$, mn 
TOTAL ILLICIT ALCOHOL MARKET VALUE IN ILLICIT RSP 

141   US$, mn 
TOTAL FISCAL LOSS  
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Illicit trade presents a challenge for the alcoholic beverage industry 
Mozambique’s economy has been strongly affected by illicit alcohol consumption. The sheer size of the illicit market 
translates into lost revenue for the government (i.e. fiscal loss through unpaid taxes), as well as unfair price competition 
with the licit market, which limits ABI development in Mozambique. 

Illicit artisanal consumption (which is part of Mozambique’s culture) is a social and health concern. New policies 
are being considered by the Ministry of Health intended to address the unsafe alcohol consumption in Mozambique. 
However, these new policies would be difficult to implement due to the unpopularity of such measures controlling 
the flow of illicit alcohol into a highly receptive market. These new policies are not specific to a particular category, but 
to the overall market. 

Illicit artisanal alcohol is extremely popular and widely consumed, especially in rural areas, and acts as a ‘gateway’ 
for other low-quality and extremely cheap illicit alcoholic beverages. Low disposable income levels in Mozambique 
encourage most people to start consuming artisanal alcohol due to its affordability before they move on to low-quality and 
other extremely cheap licit spirits. 

The majority of smuggled products land in Maputo and are offered at Mercado Estrela and Mercado Xiquelene, which 
function as a vast wholesale operation for the sale of illicit goods, including premium brands of beer, spirits, cider and wine. 
Only a few wholesalers are involved in the distribution of illicit alcoholic beverages (smuggled). Products are sold 
in Maputo and then transported to the central and northern region of the country. 

Stricter border control over smuggled products forced smugglers to adapt their business tactics and create new 
ways to infiltrate Mozambique’s alcohol market . Aided by lack of law enforcement and high taxes, smuggling has 
become one of the biggest problems for the licit alcohol industry’s competitiveness. 

http://www.euromonitor.com/
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Illicit trade dominates the alcoholic beverage market in Mozambique 
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The illicit market is larger in volume than value terms; beer and spirits represents the majority of 

illicit volume 

 181.1  
34% 

356.2 
66% 

Alcoholic beverage market (LAE) 2014 

 356.5  
  72% 

 136.5  
28% 

Alcoholic beverage market (US$ million) 2014 

 In 2014, the total alcoholic beverage market in Mozambique was 537,303 HL (LAE) in volume terms and US$498 
million in value terms. Illicit alcoholic beverages accounted for 66% of the total market in LAE volume terms 
in 2014 and 28% in value terms, while the licit market represented the remaining 34% and 72%, respectively.  

 Notwithstanding the unfriendly business environment within the alcoholic beverage industry, an infant formal 
institutional framework impedes licit operations, and favors illicit trade. The widespread cultural habit of 
drinking artisanal beverages was the spark for development of the illicit alcohol market in Mozambique.  

 The country continues to struggle with low income levels. Mozambique’s economy has developed considerably 
over the last few years; however, the low levels of income and high taxes are drivers for local retailers and 
merchants to operate illicitly as illicit alcoholic beverages are simply more profitable for them. 

5,658.3  
96.0% 

Licit Market Illicit Market 

http://www.euromonitor.com/
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Market outlook in Mozambique for the illicit alcohol industry 

INTRODUCTION | METHODOLOGY | EXECUTIVE SUMMARY | CATEGORY ANALYSIS | FISCAL LOSS | APPENDIX 

• Mozambique’s strong economic growth in recent years has contributed to an improvement of the average 
income of the country’s population, and is expected to remain above-average in the coming years. As the 
economy continues to develop, discretionary spending should follow the same trend. As a result, a 
number of consumers could shift their consumption pattern toward licit beverages.  

• Smuggling of alcoholic beverages is a significant phenomenon in Mozambique. Consumers claim that it is 
difficult to distinguish a smuggled product from a licit one, indicating a challenge for government surveillance. In 
response, the licit industry is discussing new policies to address this issue, such as implementing product 
seals, which should decrease the overall size of this segment of the illicit market.  

• Despite its positive impact on health, any attempt to regulate illicit artisanal alcohol will be highly 
unpopular due to its low price and importance within traditional customs. Current prices for legally 
produced alcohol are prohibitively high for most consumers of illicit alcohol, as all available low-cost industrially 
manufactured products are levied high taxes, raising the final retail price. 

• Maputo’s popular markets (Estrela and Xiquelene) will most likely maintain their status as the most 
important distribution centers for retailers and end-consumers. One of the major drawbacks arising from 
the existence of these markets is the difficulty of evaluating where the alcoholic beverage was made, since both 
licit and illicit merchants acquire products in these centers. 

• The implementation of new and improved laws (i.e. trying to eliminate the use of plastic packages) 
clearly supports a positive outlook for the licit alcohol industry in Mozambique. Nonetheless, if these laws 
are not immediately supported through improved enforcement and business-friendly regulations (i.e. lower 
taxes), they will prove ineffective at reducing trade of illicit alcohol. 

Mozambique’s market landscape can shift towards licit if  the government better enforces the rule of law 

http://www.euromonitor.com/
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Illicit market holds 66% share of the total alcoholic beverage market 
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Beer, 130,019.6 

Wine, 7,827.7 

Spirits, 43,210.6 

Illicit Alcohol, 
356,245.0 

Wine 
4.5% 

Spirits 
81.3% 

Beer 
7.9% 

Ethanol 
4.0% 

The illicit alcoholic beverage market is driven by cheap spirits and artisanal drinks as low incomes 

affect consumption options 

 In Mozambique, beer dominates the licit alcoholic beverage market with 66% in LAE volume terms in 
2014, followed by spirits with 29%, and wine with 5%.  

 Unlike the licit market, spirits accounted for the largest share of the illicit market with 81.3% in LAE 
volume terms. This is mainly due to the significant size of illicit artisanal beverage consumption in Mozambique. 

 Wine accounts for 4.5% of the illicit market. Wine is not among the most popular beverage types in 
Mozambique, and this is reflected by its small share in both licit and illicit markets. 

LICIT (34%) 

181,057 HL LAE 

ILLICIT (66%) 

356,245 HL LAE 

537,302 

HL LAE 

http://www.euromonitor.com/
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Illicit trade accounts for a 30% value share of the Mozambique market 
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Beer; 311.2  

Wine, 15.3 

Spirits; 40.2 

Illicit Alcohol;  
136.5  

Wine 
9.8% 

Spirits 
52.1% 

Beer 
37.6% 

Ethanol 
0.5% 

Illicit beer claims an important value share of the market, despite its limited importance in volume 

 US$493 million 

ILLICIT (30%) 

US$136 mn 

LICIT (70%) 

US$356 mn 

 In value terms, beer held the majority of the licit alcohol market with 84% in 2014. Spirits and wine 
accounted for 11% and 5%, respectively. The licit share of the market in value terms is larger than volume (72% 
in USD mn compared to 38% in HL LAE) due to the high price difference across the licit and illicit trade. 

 In the illicit alcohol market, spirits lead with 52.1% in value terms in 2014. Beer accounts for approximately 
two-thirds of spirits’ value share with 37.6%, followed by wine with 9.8%. Wine has a larger value share than 
volume share because wine prices are higher than prices for other types of alcoholic beverages. 

http://www.euromonitor.com/
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Large illicit market implies high level of fiscal loss 
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Illicit artisanal production and smuggling activities are key issues within the alcoholic beverage market 

2.6% 

31.4% 

52.8% 

13.2% 

Volume (HL, LAE) 2014 

3.4% 

42.5% 

39.9% 

14.2% 

Value (US$) 2014 

Counterfeit Smuggling

Illicit Artisanal Tax Leakage

 The total size of the illicit alcoholic beverage market was 356,245 HL (LAE) by volume and US$136.5 million by 
value in 2014. 

 Illicit artisanal and smuggling are the largest categories in the illicit alcoholic beverage market; together, 
they accounted for 82.4% of total value of illicit activities in 2014.  

 Tax leakage represented 13.2% of value sales and was largely comprised of legally registered spirit 
manufacturers that under-report their actual volume of production. By paying less tax than legally required, they 
offer cheaper products that disrupt competition across licitly produced brands in full compliance with tax laws. 

 Counterfeit  alcohol is the fourth largest category, accounting for 2.6% by volume and 3.4% by value. 

 The largest category in terms of fiscal loss is smuggling, which represented 42% in value terms, followed by 
illicit artisanal with 41.1% and tax leakage with 12.2%. 

 Surrogate is not present in Mozambique. Even the poorest residents have access to illicit artisanal or to very 
cheap alcoholic beverages – licit or illicit. 

4.6% 

42.0% 

41.1% 

12.2% 

Fiscal Loss (US$) 2014 

356,245 

HL LAE 

US$136.5 

mn 

US$141.5 

mn 
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Spirits are the largest category within illicit activities in Mozambique 
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Illicit artisanal is the most relevant activity due to the importance of  artisanal  distilled drinks 

5,691.0 71,807.0 

172,720.6 
39,427.0 

489.3 
8,694.0 

6,951.0 

2,980.0 
17,252.0 

15,510.4 520.8 
14,202.0 
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90%

100%

Counterfeit & Illicit Brands Smuggling Illicit Artisanal Tax Leakage

Illicit Alcohol Market by Alcohol Type (HL, LAE) 2014  

Ethanol

Beer

Wine

Spirits

 Illicit artisanal: The largest category within the illicit market, the volume of illicit artisanal is comprised mostly of 
distilled beverages, with a smaller share of fermented ones. The dominance of spirits is attributed to the 
artisanal drinks prepared in Mozambique, offered as an alternative for consumers who are unable to 
acquire licit beverages. 

 Smuggling: Spirits dominate smuggling with a 63% share in LAE volume terms due to the high price 
difference of illicit products in the local market compared to licit counterparts. Cheap spirits have gained 
popularity among urban populations that purchase cheap products due to their low level of income.  

 Tax leakage: This represents the third largest category in Mozambique. Most of its volume is concentrated within 
spirts and wine, as local producers take advantage of the lack of supervision by government authorities 
and report lower production volume than actually produced. This is especially true for spirits, making 
competition even more intense for licit manufacturers. 

http://www.euromonitor.com/
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Beer holds the lowest illicit share of the alcoholic beverage market 
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Smuggling threatens the licit market of spirits and wine, while illicit artisanal severely affects beer and 

spirits 

67% Illicit wine 

23% Licit wine 

54% - Smuggling 

43% - Tax leakage 

3% - Counterfeit 

48% - Smuggling 

43% - Illicit artisanal 

8% - Counterfeit 

1% - Tax leakage 

 

 

86% Illicit spirits 

14% Licit spirits 

60% - Illicit artisanal 

25% - Smuggling 

14% - Tax leakage 

1% - Counterfeit 

22% Illicit beer 

78% Licit beer 
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Mozambique average RSP 2014 

Average Licit (USD rsp) Average Illicit (USD rsp)

 According to in-store interviews, 
sales of illicit alcohol account for a 
greater share of store revenue 
than legally produced and taxed 
alcohol, as consumer demand for 
illicit alcohol is high due to 
substantially lower retail prices. 

 Illicit imported alcoholic 
beverages can be up to 40% 
cheaper than a regular licit 
product. The price difference is 
approximately equal to the unpaid 
tax duties. 

 Despite the costs of smuggling 
operations, the evasion of import 
duties and local taxes supports 
the price difference. 

 The price of unrecorded volume 
(tax leakage) can be set by 
manufacturers to a lower level 
than licit retail sales prices, so 
producers and/or retailers can 
profit from tax avoidance. 

∆ 34% 

∆ 40% 

∆ 27% 

∆ 36% 

Note: Both licit and illicit prices represent weighted average. Illicit RSP is used for value  

Smuggling has the highest price difference across illicit activities 
 Overall, illicit prices are 30% lower than licit prices in Mozambique’s alcoholic beverage industry 

∆ 30% 

http://www.euromonitor.com/
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Spirits have the widest price range among alcoholic beverages 

INTRODUCTION | METHODOLOGY | EXECUTIVE SUMMARY | CATEGORY ANALYSIS | FISCAL LOSS | APPENDIX 

0.0

0.2

0.4

0.6

0.8

1.0

1.2

1.4

1.6

1.8

2.0

Spirits Beer Wine Ethanol

U
S

$
 p

e
r 

li
tr

e
 

Mozambique Average RSP 2014 

Average Licit (US$ rsp) Average Illicit (US$ rsp)

Mostly concentrated within smuggling, price gaps for spirits and wine reflect large tax fraud 

∆ 61.5% 

∆ 58.2% 

∆ 55.8% 

∆ 42.4% 

Note: Both licit and illicit prices represent weighted average. Illicit RSP is used for value  

http://www.euromonitor.com/
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Illicit market in South Africa larger than Mozambique and Zambia 
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Mozambique has the largest share of illicit trade in volume LAE; South Africa leads in value share 

2,818 

181 

233 

839 

356 

149 
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South Africa
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Total Alcoholic Beverage Market (LAE) 2014 
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Total Alcoholic Beverage Market  (USD million) 2014 
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Note: Illicit RSP is used for value  
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Each African country has different illicit market dynamics 
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2.6% 

31.4% 

52.8% 

13.2% 

Mozambique Volume (HL, LAE) 2014 

10.8% 

6.9% 

78.2% 

3.9% 

0.2% 

South Africa Volume (HL, LAE) 2013 

Counterfeit Smuggling Illicit Artisanal

Tax Leakage Surrogate

0.7% 

38.3% 

4.0% 

57.0% 

Zambia Volume (HL, LAE) 2014 

 Mozambique: Over 80% of the country’s illicit market is concentrated within smuggling and illicit artisanal. 

 South Africa: The largest illicit market within the countries studied, South Africa’s illicit trade is dominated by illicit 
artisanal. This alone accounts for over 78% of the total illicit market. 

 Zambia: Unlike the other two countries (where illicit artisanal is the largest category), Zambia’s illicit alcohol trade 
is concentrated in tax leakage. This is followed by smuggling, and together they account for over 90% of the total 
illicit market. 

356,245 

HL LAE 
838,719 

HL LAE 

148,640 

HL LAE 

Although illicit artisanal is the largest category in SA and MZ, tax leakage dominates Zambia 

http://www.euromonitor.com/
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Counterfeit is the smallest illicit activity in Mozambique 
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However, the lack of government oversight allows refilling of spirits in on-trade establishments, and 

illicit industrial production of spirits leads to fiscal losses 

 

Relevance 

Beverages and 

brands 

Where 

Drivers 

Effects 

 Counterfeit is the smallest category in Mozambique’s illicit alcohol market, with 9,160 HL LAE in 

2014. Over 0.5 million litres of illicit branded and unbranded alcoholic beverages are industrially 

manufactured every year, and are mainly sold in 250 ml plastic bottles.  

 Counterfeit is equally balanced between refill and industrial manufacturing. 

 Popular medium-priced and premium whiskey, gin and vodka brands are the most affected, allowing 

counterfeiters to profit from refills by using a mixture of cheap illicit and licit spirits and water.  

 Alcohol used by illicit manufactures is usually imported, and they pay most of the duties via 

sugarcane farms. 

 The industrial manufacturing of illicit/unbranded beverages mostly takes place far from large city 

centres. This helps to supply local demand not well served in the central and northern regions of the 

country. Refilling occurs mainly in licit establishments such as street kiosks, bars, and (to a lesser 

extent) restaurants and hotels. 

 

  The license to sell alcohol does not specify either the nature of business or its purpose, making it 

difficult to control the number of establishments that sell illicit alcohol. 

 Regulatory agencies have no regular inspection strategies, making it challenging to exert effective 

control over production facilities. Corruption is common, as illicit producers and establishments bribe 

regulators for licenses.  

 

 

 

 

 Revenue loss for licit spirits manufacturers amounted to around US$4.7  million in 2014. 

 Counterfeit spirit sales have increased in the region of Maputo (e.g. Johnny Walker) but remain low. 

The government is devising a new regulation, C-54, to increase control over these establishments. 

Penalties are difficult to implement, as it is challenging to identify illicit establishments. Formal 

retailers might be selling illicit alcohol without even knowing it. 

http://www.euromonitor.com/
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4.6% 

42.0% 
41.1% 

12.2% 

Fiscal Loss (US$) 2014 

3.4% 

42.5% 

39.9% 

14.2% 

Value (US$) 2014 

Counterfeit Smuggling

Illicit Artisanal Tax Leakage

2.6% 

31.4% 

52.8% 

13.2% 

Volume (HL, LAE) 2014 

Low prices in the illicit market discourage counterfeiting/refilling 
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Counterfeit represents a fraction of the illicit alcohol market in Mozambique 

 Counterfeit and refill is the smallest category within the illicit market, accounting for 916,000 LAE liters. 
Refill represented 47% of the category in volume terms in 2014, and industrial production of branded and 
unbranded alcoholic beverages made up the remaining 53%. Within substitution/refill, expensive brands are 
usually refilled with cheap licit or illicit alcoholic beverages, or (to a lesser extent) water.  

 The small size of this category is explained by easy consumer access to cheap beverages, which 
discourages counterfeit activity. 

 Counterfeit and illicit brands represented around 4.6% of total fiscal loss in 2014, calculated at US$6.6 
million. 

9,160 

HL LAE 

US$4.7 

mn 

US$6.6 

mn 
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Unlicensed distilleries are the main players within counterfeit/refill 
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INPUT /SOURCE PRODUCTION / TRADE DISTRIBUTION CHANNEL CONSUMPTION 
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Smuggling is one of most important issues for the alcohol industry 

INTRODUCTION | METHODOLOGY | EXECUTIVE SUMMARY | CATEGORY ANALYSIS | FISCAL LOSS | APPENDIX 

Lack of rule enforcement diminishes the effectiveness of the regulations. 

 Mozambique’s large border with neighboring countries makes it difficult to mount an effective 

surveillance strategy, and the government has proven unsuccessful in blocking smuggling activity. 

Officer corruption and smugglers’ tactics makes blocking attempts extremely costly. 

 The most affected beer brands are Heineken, Sagres, Amstel, Spin, Windhoek and Castel. 

 The most affected spirit brands are Johnny Walker, Gordon Gin, White Horse, Grants, Cutty Sark. 

 Most smuggled spirits and wine enter Mozambique from South Africa through Swaziland, via the 

region of Namaacha. The border between Swaziland and Mozambique is more difficult to inspect due 

to the lack of surveillance infrastructure in the region. 

 From Namaacha, products are smuggled box by box, and then transferred to a different 

vehicle/truck. Smugglers also use tourist routes and vehicles to avoid detection. 

  From Ressana Garcia (the main entry point for smuggled beer), smugglers use vehicles or trucks to 

transport the products one box at a time rather in large quantities that are more easily detected. 

 The current level of tax rates, a burgeoning institutional framework, and low levels of enforcement 

combine to create incentives for smuggling products into Mozambique. (e.g. Customs office seizes 

smuggled alcohol but does not levy a fine against the smuggler, who later recovers the goods at 

public auctions). 

 Corruption is the key issue, and it makes surveillance of the region’s borders/smugglers difficult. 

Customs is making a huge effort to decrease corruption among agents and improve the 

apprehension rates. These efforts drive up the final cost of smuggling which could affect prices of 

illicit beverage. 

 Notwithstanding the control over prices and distribution within the country, smugglers are adopting 

increasingly sophisticated strategies, such as buying back seized products at local auctions and 

pressuring other participants not to bid. The smugglers thereby recover the goods with the lowest 

financial loss possible. 

 Huge amounts of potential tax revenue are lost due to smuggling. 
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Smuggling is the activity that contributes the most to fiscal loss 

INTRODUCTION | METHODOLOGY | EXECUTIVE SUMMARY | CATEGORY ANALYSIS | FISCAL LOSS | APPENDIX 

Smuggling is the second-largest category in volume terms, and the largest category in value terms 

 Smuggling is the second largest category in LAE volume terms, accounting for 31.4% of the total illicit 
market. It is also the largest illicit alcohol category in terms of value share, accounting for 42.5% or US$58 
million.  

 Smuggling also represents the largest fiscal loss, accounting for 42% of the illicit alcohol market fiscal loss or 
US$59.5 million.  

 Spirits leads the smuggling category with a 64% LAE volume share, which resulted in a US$22 million fiscal 
loss in 2014.  

 Beer only holds a 15.7% LAE volume share due to its low alcohol content; however, in terms of total 
volume, beer leads smuggling with a 58.4% share. This is followed by spirits, with 27% total volume share. 

  Wine accounted for a 7.8% LAE volume share for this category.  
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Swaziland is the most important entrance for smuggled beverages 

INTRODUCTION | METHODOLOGY | EXECUTIVE SUMMARY | CATEGORY ANALYSIS | FISCAL LOSS | APPENDIX 

INPUT /SOURCE PRODUCTION/TRADE DISTRIBUTION CHANNEL CONSUMPTION 
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Low price of artisanal drinks fits in with Mozambique’s income levels 

INTRODUCTION | METHODOLOGY | EXECUTIVE SUMMARY | CATEGORY ANALYSIS | FISCAL LOSS | APPENDIX 

Artisanal production represents the bulk of the illicit alcoholic market in Mozambique 

 Illicit artisanal accounted for 52.8% of the illicit alcohol market by LAE volume in Mozambique in 

2014. 

 In Mozambique, binge drinking is a serious health issue, and a consumption pattern perpetrated 

mostly by sales of illicit alcohol. On average,10% of the urban population and 40% of the rural 

population consumes at least 1-2 drinks of 275 ml per week. In urban areas, industrially 

manufactured products occupy a more predominant position; in rural areas, illicit artisanal is more 

popular. 

 Illicit artisanal beverages are unbranded. 

 Consumption takes place predominantly in rural areas of the country, where the penetration of illicit 

artisanal is greater (around 40% of total rural population) and is more common among men.  

 In urban areas, consumption takes place in poorer neighbourhoods of the city and the penetration 

has been decreasing. In 2014, it was around 10% in the urban population. 

 The extremely low prices of illicit artisanal beverages are appealing to consumers in Mozambique, 

as income levels are among the lowest in the region. Additionally, the poor infrastructure increases 

the price of licit products in distant regions of the country, which is then dominated by artisanal 

consumption.  

 Nonetheless, as part of the country’s culture, consumption is also driven by the fact that illicit 

artisanal beverages are widespread throughout the country regardless of socio-economic level. 

 Local authorities do not act to control the consumption or production of illicit artisanal specifically, as 

such measures are quite unpopular. 

 Illicit artisanal alcohol represents a serious public health hazard due to binge drinking of this type of 

beverage known to contain a lethal volume of ethanol and other dangerous substances. 
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Affordability and cultural traditions support illicit artisanal market size 

INTRODUCTION | METHODOLOGY | EXECUTIVE SUMMARY | CATEGORY ANALYSIS | FISCAL LOSS | APPENDIX 

Illicit artisanal represents the largest proportion of total consumption in volume, and the second 

largest in value terms 

 Illicit artisanal accounted for the largest share of the illicit market in Mozambique, holding 52.8% volume 
share in LAE and 39.9% share in value terms in 2014. 

 The category is divided between spirit-like beverages (55% of total volume) and beer-like beverages (45% of total 
volume). 

 Illicit artisanal represented over 41% of total fiscal loss in 2014 with US$58.2 million. 

 Low prices and easy access support large consumption volumes, which contributes to substantial lost government 
revenues from this category.  
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Illicit artisanal is disseminated via unlicensed rural and urban producers 

INTRODUCTION | METHODOLOGY | EXECUTIVE SUMMARY | CATEGORY ANALYSIS | FISCAL LOSS | APPENDIX 

INPUT /SOURCE PRODUCTION/TRADE DISTRIBUTION CHANNEL CONSUMPTION 
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Tax leakage exists amid lack of supervision and production controls 

INTRODUCTION | METHODOLOGY | EXECUTIVE SUMMARY | CATEGORY ANALYSIS | FISCAL LOSS | APPENDIX 

Tax leakage mainly carried out by breweries of spirits 

 As the third largest category within the illicit alcoholic market in Mozambique, tax leakage 

accounts for 13.2% of total LAE volume. Companies producing spirits and wine are predominately 

the ones avoiding taxes, usually done by registering a lower volume than actually produced. 

 Tax leakage is represented by spirits and wine, consisting mostly of cheap products. 

 Both spirits and wine are often sold in multi-packaging. 

 Producers sell directly to wholesalers or retailers such as kiosks and larger public markets such as 

Mercado Estrela, Museu or Xiquelene. This is the main distribution channel for hotels, restaurants, 

cafés and similar establishments (pubs, bars, etc.). 

 High excise taxes are the major driver for tax leakage, as profit margins of companies operating 

illicitly are quite a bit larger than those for producers of licit alcoholic beverages. 

 The government’s decision to implement product stamps led companies involved in tax leakage to 

review their business plans, as these new regulations will make their illicit activities more difficult. 

 Tax leakage creates unfair competition for licit producers of spirits and wine. 
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Tax leakage is concentrated within spirits and wine 

INTRODUCTION | METHODOLOGY | EXECUTIVE SUMMARY | CATEGORY ANALYSIS | FISCAL LOSS | APPENDIX 

Spirits dominates tax leakage in Mozambique; tax leakage from beer is almost nonexistent 

 Tax leakage is the third largest illicit alcohol category in volume terms, accounting for 13.2% LAE of 
volume share and 14.2% of value share, equivalent to US$19.3 million in 2014. 

 In value terms, tax leakage accounted for 12.2% of overall fiscal loss from the illicit alcohol market, or US$17.2 
million. 

 Spirits represent more than 84% of the total tax leakage volume in Mozambique, followed by wine with 
14.8% LAE volume share. Beer is almost nonexistent in this category, as the market is dominated by licit 
breweries.  
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Breweries use major markets as a way to disseminate products 

INTRODUCTION | METHODOLOGY | EXECUTIVE SUMMARY | CATEGORY ANALYSIS | FISCAL LOSS | APPENDIX 

INPUT /SOURCE PRODUCTION  DISTRIBUTION CHANNEL CONSUMPTION 
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Surrogate is not present in Mozambique’s alcoholic beverage market 

INTRODUCTION | METHODOLOGY | EXECUTIVE SUMMARY | CATEGORY ANALYSIS | FISCAL LOSS | APPENDIX 

Surrogate is nonexistent in Mozambique as cheap alternatives exist such as illicit artisanal 

 Mozambique’s alcoholic beverage market offers a wide variety of products to suit the budget of every consumer 
in the country. The consensus view is that even the poorest person has access to extremely cheap 
alcoholic beverages – licit or illicit –  or has the ability to make their own artisanal alcoholic beverage 
and it is this factor, not surrogate, which is the root cause of the alcohol abuse problem in Mozambique. 

0 

HL LAE 

US$0 

mn 

US$0 

mn 

http://www.euromonitor.com/


INTRODUCTION 

METHODOLOGY 

EXECUTIVE SUMMARY 

CATEGORY ANALYSIS 

FISCAL LOSS 

APPENDIX 



40 

© Euromonitor International Ltd 2015. Applicable terms and conditions of use and the disclaimer at the front of this document apply. 

High share of illicit trade causes large fiscal loss in Mozambique 

INTRODUCTION | METHODOLOGY | EXECUTIVE SUMMARY | CATEGORY ANALYSIS | FISCAL LOSS | APPENDIX 

Fiscal loss amounts to US$141 million in Mozambique, mainly originating from smuggling and illicit 

artisanal 

4.6% 

42.0% 

41.1% 

12.2% 

Fiscal Loss of Illicit Alcoholic Beverage Market (US$) 

Counterfeit & Illicit Brands Smuggling Illicit Artisanal Tax Leakage

 The total fiscal loss reached US$141.5  million in 2014, of which smuggling was the main source. It 
accounted for 42% of total value share, followed by illicit artisanal and tax leakage, with 41% and 12% value 
share respectively. The excisable value is the Customs value + Customs duty for imported goods, and production 
costs/gate price for locally manufactured products.  

 In Mozambique, as seen in other countries, excise tax varies according to the type of alcoholic beverage, 
penalizing those with the highest alcohol content. In general, high differences in tariffs among similar 
products are a significant driver of illicit activities. 

 Customs duties are limited due to imports coming from the SADC region. As Mozambique generally imports 
mostly from the SADC region (South Africa), duties do not significantly affect fiscal loss from smuggling activities. 
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Case Study – High taxation created incentives for illicit behaviour 

INTRODUCTION | METHODOLOGY | EXECUTIVE SUMMARY | CATEGORY ANALYSIS | FISCAL LOSS | APPENDIX 

High taxes and undeveloped institutional framework strengthened the illicit market 

 In Mozambique, one of the major issues described by retailers and producers is the high tax rates that are applied in 
the alcoholic beverage industry. First implemented as an alternative to disrupt the illicit trade, the high taxes 
acted as an incentive to not operate in the licit trade. 

 Prohibitive tax rates had two major effects: one on merchants, and the other on consumers. Consumers, based on their 
disposable monthly income, had the option of choosing an illicit product that was cheaper – as it was not taxed – or pay 
more for the licit one. However, as the average income level in Mozambique is one of the lowest in the world, the high 
prices for licit products forced consumers to choose the illicit one - therefore affecting the sales of merchants 
offering licit products. As a result, merchants that once offered licit products had an incentive to operate illicitly. If the 
institutional framework were sufficiently strong to effectively penalize the illicit trade, the incentive for merchants to 
operate in the illicit market would cease to exist. 

 However, the lack of enforcement combined with a weak institutional framework in Mozambique limited the 
effectiveness of the high tax policy, and actually created further development of the illicit trade. 

The chart describes the relationship between 
taxes and government revenue.  

The high tax policy is ineffective as players 
within the value chain simply avoid taxes to 
remain competitive. 

“In cases such as Mozambique, if you have 
differentials in tariffs/total taxes coming into the 
country for similar products, then this is a large 
driver of illicit activity.” – International 
Organization  

Source: Vectorization by Vanessa Ezekowitz  
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Methodology valuation approach 

INTRODUCTION | METHODOLOGY | EXECUTIVE SUMMARY | CATEGORY ANALYSIS | FISCAL LOSS | APPENDIX 

Valuation Methodology for Illicit Alcohol in Mozambique 

Category Methodology 

Counterfeit and illicit brands 

Substitution/refill 

Estimated share of the particular alcohol type in the total locally produced volume overestimated total illicit 

alcohol volume / X% share estimates, indicated during trade interviews, of substitution/refill in total illicit alcohol 

volume. 

Conversion to LAE = refill spirits market size x% of pure alcohol (to avoid double-counting cheap illicit and licit 

alcohol used for refill were removed from the final volume but retained for the value and fiscal loss) 

Industrial manufacturing of illicit/unbranded 

Share of locally produced spirits, beer and wine  (consumption minus imports and exports) /  x% share of local 

licit production is low-cost alcoholic beverages/ x% of the local licit production is reproduced illicitly.  

Conversion to LAE = manufactured illicit spirits market size x % pure alcohol (to avoid double-counting  smuggled 

ethanol volume were removed from the final volume but retained for the value and fiscal loss).  

Smuggling 

Smuggling of ethanol 

Licit local production of alcoholic beverages = licit market size for spirits minus imports and exports  /  x% of 

production represents low cost beverages/  an additional x% of the licit volume is illicitly manufactured  

(counterfeit) / 90% of residual volume of local production for spirits and wine excluding licit manufacturers is 

underdeclared  (tax leakage) /  x% of ethanol is needed to produce 1 litre of spirits / x% of the needed ethanol is 

smuggled into the country based on local availability. 

Conversion to LAE = smuggled ethanol market size x% of pure alcohol.  

Smuggling of the finished product 

Sum of smuggled finished products by beverage type / Specific breakdown volume given for illicit imports of beer, 

spirits and wine by share of bottles and boxes sold / Reported total smuggled imports via mukheros broken down 

by x% share per type of beverage and x% of distributors market share / % share of smuggled alcohol by 

beverage type and country of origin compared to licit imported beverage.  

Conversion to LAE = smuggled spirits market size x % pure alcohol + smuggled wine market size x % pure 

alcohol + smuggled cider market size x % pure alcohol + smuggled beer market size x % pure alcohol 

Illicit artisanal - alcohol 

Illicit artisanal 

Averaged of artisanal drinks representing  x% volume equivalent to low-cost spirit consumption and x% volume 

equivalent to low-cost beer consumption / x% penetration among urban and rural population /  x% low-cost spirit 

consumers and x% drinking illicit artisanal as an alternative to bottled spirits = Total illicit artisanal alcohol market 

size.  

Conversion to LAE = illicit artisanal spirits and beer market size x % pure alcohol 

Surrogate 

Surrogate There was no reported surrogate consumption in Mozambique. 

Tax leakage 

Tax leakage 

Sum of total consumption of alcoholic beverages x % of illicit alcohol share per type of beverage x % share of tax 

leakage in overall illicit alcohol = Total tax leakage market size 

Conversion to LAE = tax leakage beer market size x % pure alcohol + tax leakage sprits market size x % pure 

alcohol  
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Fiscal loss in Mozambique explained 

INTRODUCTION | METHODOLOGY | EXECUTIVE SUMMARY | CATEGORY ANALYSIS | FISCAL LOSS | APPENDIX 

Fiscal loss based on excise tax and import duty (where applicable) lost  
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Primary Sources 

INTRODUCTION | METHODOLOGY | EXECUTIVE SUMMARY | CATEGORY ANALYSIS | FISCAL LOSS | APPENDIX 

# Source type Source name (Company, organization or publication) 

      

1 Distributor Handling 

2 Distributor Unlicensed Distributor (1) 

3 Distributor Cicoti 

4 Distributor Unlicensed Distributor (2) 

5 Government Maputo City Council 

6 Government Ministry of Health 

7 Government Ministry of Education 

8 Government Mozambique's Customs Office 

9 Industry Experts World Health Organization (WHO) 

10 Industry Experts World Institute for Development Economics Research (United Nations) 

11 Industry Experts International Alliance for Responsible Drinking - IARD 

12 Merchant Unlicensed Merchant, Maputo (1) 

13 Producer Diageo 

14 Producer Reddy's 

15 Producer Unlicensed Producer 

16 Producer Unlicensed Producer 

17 Academics Georgia State University 

18 Government Ministry of Development 

19 Importer/Distributor Lusovinhos 

20 Merchant Unlicensed Merchant, Maputo (2) 

21 NGO Remar 

22 NGO Southern African Development Community - SADC 

23 Supermarket grocery retailer Extra Supermercados 

24 Trade Association Mukheros Association 

25 Trade Association Confederation of Business Association - CTA 

26 Wholesaler Organizações JK 
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