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Foreword

The reform of price subsidies may be necessary not only to improve ef-
ficiency, but also to facilitate pro-poor economic growth and release re-
sources for critical social services for the poor. At the same time, increases
in prices for basic commodities and petroleum products can be associated
with real income losses for the poor as well as political unrest in some
cases. This guide provides guidance to policymakers on how to design and
implement sound price-subsidy reforms that take into account both eco-
nomic and social considerations.

This guide draws on the experience with the reform of price subsidies
in 28 countries. It discusses economic and political considerations in
price-subsidy reform and makes several recommendations concerning the
speed of reform and social protection mechanisms. Rapid reform requires
a favorable political and economic environment. In the absence of this, re-
form should be implemented gradually. The social impact of reform can
be limited by establishing cost-effective and well-targeted temporary so-
cial protection mechanisms. Governments can reduce the risk of political
disruption by distributing the initial burden of reform fairly and by clearly
explaining the cost and benefits to the public.

The authors would like to thank Stanley Fischer, Vito Tanzi, Peter
Heller, and Ke-young Chu as well as staff of various IMF departments for
helpful comments on earlier versions. Administrative support was ably
provided by Cecilia Pineda, Larry Hartwig, and Amy Deigh. David
Driscoll of the IMF's External Relations Department edited the manu-
script and Gail Berre coordinated production of the publication.
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