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Steve Weisman: The Arab Spring has given way to a summer of discontent in at least some parts of the Arab 
world. Mohsin Khan, senior fellow at the Peterson Institute for International Economics, 
has been following the situation in Egypt, in particular. This is Steve Weisman at the 
Institute. Mohsin, what is the state of play in Egypt?

Mohsin Khan: Steve, we have to start off with what is the main thing going on in Egypt. Right now, 
unfortunately, to some extent, nobody is really thinking about the economic situation. 
Everyone is much more concerned with the political situation. And right now, for example, 
there’s a debate going on in Egypt as to whether in fact Parliamentary elections, which were 
scheduled for September, should be postponed, or should they keep to the original target 
date of September.

Steve Weisman: What’s the argument for postponing?

Mohsin Khan: I think for people and parties to get better prepared to run for election. I think that has 
been the main concern of the new parties in particular – to organize themselves, and go 
out in campaign and then canvass. They feel they don’t have enough time. And the general 
feeling is that this plays into the hands of the organized opposition parties, principally the 
Muslim Brotherhood, because they are an organized party.

 The fear is on the part of some, and particularly the more secular members of the opposition, 
that since they are an organized party, the Muslim Brotherhood will win most of the seats. 
So they want some time to organize themselves. I think the Prime Minister of Egypt himself 
is sympathetic to this view and has said that this should be considered seriously.

 But until today, the Supreme Military Council, which is in fact the guys who run the 
country, they said, “No, we will stick to the schedule, because we don’t want to deviate 
from the schedule.” So that’s what is preoccupying everyone in Egypt at the moment.

Steve Weisman: But while we wait for the political issues to be resolved, the economy and the economic 
reforms are not progressing.

Mohsin Khan: That’s exactly right. Basically people have shifted their attention away from the economy. 
And I think this is a serious problem, that the economy continues to deteriorate, the 
situation with respect to growth, inflation, etc., still are worsening. But the fundamental 
problem is that there’s no real agreement among Egyptians as to what the new economic 
model should be. And I think that’s something that has to be worked out, partly because 
they don’t know who’s going to be in the government, of course, but also I think they 
themselves have not quite decided what kind of economic model they wish to follow.
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 I’ve argued previously that there is going to be a backlash against the reformist pro-free market, 
pro-market, open sort of economy that, for the last few years, the Hosni Mubarak regime had 
embarked on. That road is in jeopardy. I worry that a more populist economic regime will 
emerge, more in favor of subsidies, more in favor of public employment, perhaps even to some 
extent more in favor of cutting itself off from the rest of the world, at least not interested in 
opening up further. I don’t think there’s going to be any progress on privatization. So larger 
budget deficits and subsidies -- it’s going to be a different economic model.

 Now, those two competing models in some sense are clashing and I’m not sure which 
one is going to emerge. What I was hoping for was -- and it almost came to pass – how 
does Egypt, or the Egyptian reformers that are still there (some of them are still in the 
government, including the governor of the Central Bank) -- how do they maintain what 
they’ve achieved in the area of reform, even if they don’t do more reforms? One of the ways 
I thought [would be] a commitment device or a signaling device, [which] would be to have 
an IMF program. Another one was to have World Bank programs and projects. And a few 
weeks ago, I was quite happy to see that this was in fact happening.

Steve Weisman: But that’s changed?

Mohsin Khan: It has changed, unfortunately. On the fifth of June, the interim government and the staff 
of the IMF signed an agreement or came to an agreement for an IMF program, a one-year 
standby arrangement, with $3 billion, [and] with quite a lot of easy conditions. Many of 
these conditions were in fact just taking what the Egyptians wanted in the program and 
accepting them and putting them in. At the same time, the World Bank had already agreed 
on something like $2-1/2 billion worth of projects and programs for Egypt. So that was all 
happening.

 Then about three weeks later, it was announced by the Egyptian government that they were 
not going ahead with the program. This was very unusual, to have an agreement signed, not 
signed officially or formally, but an agreement with the staff, and then three weeks later to 
say, “No, we’re not interested in an IMF program. And furthermore, we’re not interested in 
World Bank loans and grants and projects, either.”

 This brings me to the feeling that there is a struggle going on in Egypt about the economic 
model. And the reason given by the Minister of Finance, Samir Radwan, was that there 
was domestic political opposition to it. This domestic political opposition was not an open 
opposition. But when the Egyptian government, in particular the Minister of Finance 
and the governor of the Central Bank, went to get the agreement of the Supreme Military 
Council - which is in fact running the country right now - they said no.

Steve Weisman: The Council.

Mohsin Khan: The Council said no. [They said]: You cannot go ahead with this program, nor can you 
go ahead with the World Bank loans, etc., because they don’t want to tie the hands of the 
next government. And furthermore, they don’t want to leave the next government with an 
additional debt that is a problem in Egypt.

 And I was actually on the other side. I was hoping that this in fact would tie the hands of 
the next government, at least not to undo the reforms they had done so far. But you can 
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see why I’m concerned as to direction for economic policies in Egypt after this decision. I 
must say that the IMF staff that negotiated the program was quite disappointed, naturally. 
I think the World Bank staff, who had been working very hard on putting together projects 
and programs, is equally disappointed.

 But, I think they have to wait, because they have to wait to see what the attitude of the next 
government will be towards IMF programs, towards World Bank loans, etc.

Steve Weisman: The arrest and jailing of some officials associated with these reforms in the Mubarak regime 
must be casting a shadow.

Mohsin Khan: To be quite factual about it, the main people arrested from the previous regime are 
President Mubarak’s sons. Those two guys are in jail. Then there’s been the interior minister, 
as well. But from the economic team, no one is actually being arrested. The Prime Minister 
has, but no one has been arrested because they weren’t in the country.

 So the trials that took place, the corruption trials of the former Minister of Finance, Yousef 
Boutros-Ghali, and the Minister of Trade, Rachid Rachid, they were tried in absentia for 
alleged corrupt deals. Initially, the court did rule in the case of Yousef Boutros-Ghali, found 
him guilty, and sentenced him to 30 years in absentia. And then, very recently, that verdict 
has been set aside. But of course there are other cases coming. The case of Minister Rachid, 
again tried in absentia, for again a relatively small matter, but nevertheless, under the 
corruption mandate. He got a sentence of five years in absentia.

 Now, it’s very true that there is this fear, particularly among business circles who are 
extremely concerned about what’s going on, because all of them in some sense had ties to the 
Mubarak regime, and had ties with the officials in the Mubarak regime. And all are feeling 
vulnerable at the moment. Some of them are already arrested in jail. Others that are not are 
extremely worried, and you constantly hear reports about them saying things like, we are 
waiting to see. We’re not investing. So things are at a standstill. You’re absolutely right that 
all these arrests, and sentencing, etc., has had a chilling effect on investment in the country.

Steve Weisman: Thanks, Mohsin.

Mohsin Khan: Thank you very much, Steve.
 


