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Steve Weisman: The political saga in Egypt after the Arab Spring has brought two major Islamic groupings 
to victory in the Parliamentary elections. They are in turn talking about economic reforms 
along Islamic lines. Mohsin Khan, senior fellow at the Peterson Institute for International 
Economics, is here with me, Steve Weisman, to assess the economic implications. Both 
the Muslim Brotherhood and the Salafists say they want to adhere to Islamic law in the 
economy. How do you interpret that?

Mohsin Khan: I think the first thing to say is the surprise showing by the Muslim Brotherhood and 
in particular the Salafists in the election. The first round of the election in Egypt, and 
now today we’re going through a second round. The surprise is of course how well the 
Salafists have done. Prior to the elections, I don’t think people were thinking about what 
role religion would play in economic policy. Now they’re beginning to sense that, look, if 
these two parties are going to come out with something like two-thirds of the Parliament, 
then one has to start taking what they’re saying seriously. What they’ve been saying is that 
Islam has a role in the functioning of the state, and Islam will have a role in the operation 
of economic policies. Now, having said that, I submit there should be a distinction made 
between what the Muslim Brotherhood has been saying and what the Salafists have been 
saying. The Muslim Brotherhood has been quite moderate. They haven’t actually said that 
they intend to impose Sharia law in the country to govern all activities in the country 
including economics. The Salafists have. I think that’s what’s got people concerned and 
quite rightly, asking the question, “What does this mean for economic policy in the 
country?” We’ll have to see what the outcome is, but it looks like the makeup of the 
Parliament will be largely Islamic party-oriented.

Steve Weisman: And they don’t love each other.

Mohsin Khan: That is correct. In fact, I think the Salafists, if you hear some of them, they probably dislike 
the Muslim Brotherhood more than they dislike the secular parties, because they feel that 
they’re not serious enough about the religion.

Steve Weisman: But then we often see this phenomenon in democracies where the person- the internecine 
fights on one side of the aisle are sometimes more bitter than on the opposite.

Mohsin Khan: I think that’s the reason I keep bringing up the outcome of the election. Let’s try and 
visualize and anticipate what the makeup of Parliament might be, and what the makeup 
of the new government might be. There is a model. There’s no question that the Muslim 
Brotherhood will be part of the government, leading the government. The question is, who 
will they ally themselves with, if they don’t have a majority themselves? And they’re unlikely 
to have a majority.
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Steve Weisman: Unlikely?

Mohsin Khan: Unlikely to have a majority. So they will have to form a coalition. [Some] outside observers 
say that all Muslims are alike, and therefore they’ll join up with the Salafists, they’ll control 
two-thirds of the Parliament, and they will be the government. I think myself that the 
Muslim Brotherhood is more likely to ally itself with the secular parties to have a coalition 
government, with the Salafists in opposition. If that is the outcome, then economic policies 
will change, but will not change in such a drastic way. On the other hand, if the Salafists 
are in power with the Muslim Brotherhood, say, the other possibility, then I think they 
will want to bring some of the Sharia-based economic principles into economic policy-
making. The two main ones -- one is a sort of a relatively minor one, which is not a big 
deal, which is a wealth tax, which is called Zakat, which is 2 percent of your wealth given to 
the government. All Muslims are expected to pay that. It’s to help the poor. The other one, 
which is a trickier one, is the ban on the payment of interest.

Steve Weisman: Which is called usury.

Mohsin Khan: It’s not actually usury, it’s just all interest.

Steve Weisman: I guess usury is usually considered to be very high interest.

Mohsin Khan: Exactly. You know, people like Saint Augustine were opposed to usury, too. 

Steve Weisman: It’s a Western tradition.

Mohsin Khan: Right, in Judaism, in Christianity, etc. No, in Islam, it’s not usury. 

Steve Weisman: It’s any interest.

Mohsin Khan: It’s any interest. But there are countries that have gone that way. Iran, of course, is the 
prime example—

Steve Weisman: And they have a work-around, as it were.

Mohsin Khan: Exactly. You can work around. You can have systems that sort of mimic an interest rate-
based system. But it’s not really interest; they call it profit and loss. In other words, you put 
your money in a bank, and instead of getting a fixed rate of return on your deposit, you get 
a variable fluctuating rate of return, which is as you’ve put your money into a mutual fund.

Steve Weisman: Correct me if I’m wrong, but Pakistan has experimented with this.

Mohsin Khan: That is correct, it has. It’s functioned quite well in the sense that it didn’t change that 
dramatically. It functions quite well in Iran because it didn’t change that dramatically. So I 
don’t think that bringing Sharia into the economic realm and imposing Sharia Law is going 
to change that much. The thing that I worry about more now, and we’ve talked about it in 
the past, is the general populism that is going to come.

Steve Weisman: Right. You’ve articulated things that would not necessarily be in the long-term economic 
interest -- paying off workers or other special interests with benefits or increases that the 
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country can’t afford. Is that prospect more likely in view now? The army has signaled [its] 
intention to remain at least a factor.

Mohsin Khan: The army wants its own economic interests protected. It has industries that it operates. It 
wants them protected, and I think that would probably happen. I really do expect a sort 
of rise in populism and populist economic policies over the coming years in Egypt and 
in other countries too. But in Egypt,  I think that the economic developments in 2011 
point to that much more, because the fundamental problem in Egypt is going to be jobs. 
This year, they’re saying that an additional two million people are unemployed, as a result 
of the developments that have taken place in the country, primarily the loss of tourism, 
the slowdown in some industries, strikes, etc. So there are an additional two million 
people supposedly out there in the street. Now, the question is, how do you appease the 
population that wants jobs, that thinks prices are too high, that feels that they don’t have a 
living wage? Well, you create jobs through the government, you provide subsidies for food 
and other essential items, you do cash transfers, you do all the populist things in order to 
create jobs, even temporarily. I think that’s what’s going to happen. But I guess what I’m 
now beginning to think is maybe that’s something that has to happen. Egypt has to go 
through this political transition. It has to have this political transformation and then do all 
the things that they promise they will do. I mean, I don’t believe they’re going to work, or 
at least not work for very long.

Steve Weisman: And the IMF [International Monetary Fund] or somebody will come in and say, if you 
need the funds to pay for these things, you’ve got to rethink them.

Mohsin Khan: That’s correct. Right now I think that the Egyptians, particularly in the Muslim parties, 
are looking East, to the Middle East, to the Gulf for support, which is unconditional 
money from there. First of all, there’s no such thing as unconditional money. There’s always 
conditional money in some form or the other. Secondly, I think that it can only at best be 
temporary. I think the Salafists, for example, are misjudging what happened with them, 
because they were very well-funded by private Saudi contributions; that’s partly the reason 
and explanation of how they did so well in these elections.

Steve Weisman: Does the Brotherhood not also get money from the Gulf?

Mohsin Khan: Yes it does. But the Salafists are the ones that have been benefitting the most, because 
basically the private Saudi charities, as they call them, tend to support the Wahhabi 
fundamentalists much more, and that’s what the Salafists are. The Muslim Brotherhood is 
viewed as having strayed from the true path by embracing incredibly modern things like 
allowing women to vote, allowing women to run for election. The fact of the matter is that 
Salafists also had to have women run for election by the law.

Steve Weisman: The law required it.

Mohsin Khan: Required it—

Steve Weisman: But they weren’t even allowed to run their pictures.

Mohsin Khan: They did not. They ran pictures of flowers, etc., on the posters. They’ve also come out and 
said that there will be no room for any Christian in any government position. I mean, they 
are an extreme group. But the hope is that they will not be part of the new government.
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Steve Weisman: But you do see a period of what you call populism, but as a phase that Egypt is going to 
have to go through and maybe there’s hope that it’ll come out right in the end?

Mohsin Khan: I’m thinking that. I thought for example, having an IMF program, having an FTA 
agreement with the United States—

Steve Weisman: Free Trade Agreement.

Mohsin Khan: Yes, Free Trade Agreement. Having the world offer Egypt debt relief, etc., would be enough 
incentive for Egypt to stay the course of a market-oriented economy.

Steve Weisman: Which it was embarking on somewhat in the last couple of years.

Mohsin Khan: That’s correct. That’s what I was hoping. But I think that with the emergence of these two 
parties, way ahead. And actually Steve, there’s even sort of a third moderate Islamic party 
which got 5 percent of the vote, which is more by the way than the younger party that was 
based on the Tahrir Square kids. It got more votes than they did, so the three of them make 
up more than two-thirds of the Parliament. So I think that an IMF agreement or a World 
Bank program of loans, or a US Free Trade Agreement, that’s not going to be sufficient 
inducement for this government. They’re going to have to go through what I consider 
an experiment. It will be painful, initially nice, everyone’s going to be feeling richer and 
wealthier, but eventually they’ll pay the price. And then hopefully more sensible heads 
will prevail and they’ll come back to saying that the only way to develop is to follow, not 
the completely populist model, but to follow, let’s say, the model of Turkey or the model 
of Malaysia, or the model of Indonesia. Those are the kinds of models where you have an 
Islamic state with an Islamic party or a Muslim party running the government, and yet for 
all intents and purposes, it is a pretty much Western-oriented, market-oriented economy.

Steve Weisman: Thank you, Mohsin.

Mohsin Khan: Thank you very much, Steve.


