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Egyptian Finance minister:
Reform ‘must start today, not tomorrow’

News & Analysis Egypt

The Egyptian regime and youth:
Taking the wrong turns

S
ince the 2011 uprising 
that toppled former 
president Hosni 
Mubarak, the relation-
ship between Egypt’s 
youth and their rulers 

has not been easy.
These include the eras of the rule 

of the Military Council, the Muslim 
Brotherhood and incumbent Presi-
dent Abdel Fattah al-Sisi.

Even though the country’s 
young people played a prominent 
role in two uprisings — the second 
uprising was against the rule of 
Muhammad Morsi, who hails from 
the Brotherhood — they were not 
awarded a real place in decision-
making.

The youth had first demanded 
having revolutionary courts for the 
symbols of the Mubarak regime 
and the dismissal of those who 
were associated with the old state.

When the Military Council, 
which took charge of the country 
following the fall of Mubarak, did 
not go as far as the young people 
wanted, they chanted: “Down, 
down military rule”.

Following the presidential elec-
tions that put Morsi in power, the 

youth’s general relationship with 
the state initially improved but 
before the end of Morsi’s first 

year in power, the relationship 
deteriorated rapidly.

Many young people who were 
left-leaning or secular said the 
Muslim Brotherhood was excluding 
all other political directions from 
power. They accused Morsi’s gov-
ernment of trying to “brotherise” 
or “Islamise” the state — i.e. make it 
follow the directives of the Muslim 
Brotherhood or give it an Islamist 
orientation.

Morsi was toppled in 2013 and a 
temporary government was put in 
place until Sisi was elected presi-
dent. Despite the change of govern-
ments, the relationship between 
the youth and the state remained 
tense. In fact, it became worse amid 
a security crackdown on dissent.

Less room for opposition was 

tolerated and dozens of youth 
protesters were arrested. The 
space for freedom of the press and 
expression had been significantly 
reduced, reminding people of the 
Mubarak era.

The harsh economic conditions 
that the country is experiencing 
had led to a greater public discon-
tent with the government. Now the 
government has become more leni-
ent towards youth dissent so as not 
allow the situation to be exploited 
by the Muslim Brotherhood, which 
is opposed to the state.

More young people, who had 
been arrested for illegal protests, 
are being released by the govern-
ment. This came about as many 
had refused to accept government 
invitations for dialogue as long as 

their colleagues remained impris-
oned.

Charges against dissidents are 
being dropped, especially against 
activists who are popular among 
the youth or who have links to 
rights organisations.

The government is also more 
careful not to incite public anger 
with high-profile arrests or draw 
the attention of the Western media.

The latest batch of releases by the 
courts included critics of the Egyp-
tian government’s findings that the 
two Red Sea islands of Sanafir and 
Tiran belonged to Saudi Arabia.

Their release was understood 
by observers as being signalled by 
Sisi, who is planning to free 300 
youth for health and humanitarian 
reasons.

These are moves in the right di-
rection as the security grip strategy 
has failed.

As Ahmed Mahran, head of the 
Cairo Centre for Political Studies, 
noted: The Egyptian government 
is reversing its policies of heavy-
handedness when dealing with 
dissenting youth.

Sisi, Mahran continued, is perus-
ing a policy of listening more to the 
country’s youth, as they call for 
social and economic changes.

From that perspective, it appears 
that Egypt has begun a new phase 
in dealing with its youth. It is set on 
the path of democracy and is break-
ing away from the decades of the 
iron security fist that was widely 
rejected by human rights organisa-
tions.

Ahmad Hafez is an Egyptian writer.
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Egypt has begun a new 
phase in dealing with its 
youth.

Egyptian students shout slogans during a demonstration against 
the education minister and the education system  outside the 
Ministry of Education in the capital Cairo, last June.                      (AFP)
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A
mr el-Garhy 
might be the 
most unfortu-
nate Finance 
minister in 
modern Egyp-
tian history.

When he was 
assigned the post in the govern-
ment of Prime Minister Sherif 
Ismail in March, Egypt’s budget 
deficit was 9.9% of gross domestic 
product (GDP), its foreign debts 
were $53.4 billion and urban infla-
tion was 8.4%.

A few months into the job, the 
situation has gotten worse as he 
and his team work to redress the 
financial balance and rescue the 
economy. In the process, they 
have concluded that Egypt is in 
urgent need of financial and tax 
reform.

“And this reform cannot be 
delayed. It must start today, not 
tomorrow,” Garhy told The Arab 
Weekly in an interview. “If we do 
not initiate the reform today, the 
cost will be exorbitant.”

The reform effort, which has 
included electricity, water and 
transport subsidy cuts and a 
newly approved value-added tax 
(VAT) that will raise commodity 
prices sharply, has created public 
outrage.

This comes on top of a more 
than 40% increase in the price of 
vegetables, fruit, chicken, other 
meat and electrical appliances 
over the past three months.

Garhy and his colleagues said 
they will do their best to shield the 
poor — almost 27% of the popu-
lation of 91 million — from the 
downside of the reform measures 
by exempting commodities con-
sumed by the poor from the new 

tax and increasing spending on 
social welfare programmes.

“We have exempted around 65 
commodities categorised as ones 
consumed by citizens with limited 
income,” Garhy said. “We have 
also raised spending on social wel-
fare programmes to $15.8 billion 
from $3.7 billion.”

His critics accuse him, however, 
of preferring easy solutions to real 
reform. One of them is Ahmed 
al-Tantawi, a legislator who voted 
against the VAT in parliament.

Tantawi says Garhy is only out 
to collect money, not from the 
rich, but from the poor to bridge 
the budget deficit.

“He is only honestly imple-
menting the instructions of the 
International Monetary Fund 
(IMF),” Tantawi said. “Instead of 
making real reform, Garhy and his 
government take money from the 
pockets of the poor, making them 
poorer.”

He said when parliament de-
bated the VAT in August, he and 
like-minded members of parlia-
ment proposed alternative taxes 
for bridging the budget deficit of 
$33 billion, including a real estate 
tax and taxes on citizens with high 
incomes.

“Unfortunately, none of these 
suggestions were listened to be-
cause the government only wants 
to take the easy route of squeezing 
the poor dry of money,” Tantawi 
said.

Economists say Garhy and his 
government have their hands tied 
and have few options to choose 
from. They need money instantly 
to prop up foreign currency re-
serves — now $16.5 billion — which 
is why they are applying for a $12 
billion loan from the IMF. They 
also need to bridge the budget 
deficit and this can be done with 
additional revenue.

The VAT is predicted to bring 
in up to $3.6 billion in annual 

revenues.
“Although this will be a small 

contribution, the tax is one step 
on the road to the needed tax 
reform,” said Yumn al-Hamaki, an 
economics professor from Cairo 
University. “Together with the 
tax, the government will incentiv-
ise production, reduce spending 
and fight corruption, which will 
redress the economic situation.”

Other economists say Egypt has 
to slash the $5.4 billion a year it 
spends on electricity subsidies to 
reduce the budget deficit on one 
hand and honour its obligations 
to foreign petroleum companies, 
especially after raising the price 
of buying the natural gas neces-
sary for the operation of electricity 
plants from these companies on 
the other.

Garhy said the austerity meas-
ures, subsidy cuts and the new 
tax have nothing to do with the 
IMF loan but are prerequisites for 
survival.

“Some people call these reforms 
bitter and painful, but I like to 
call them indispensible,” Garhy 
said. “We have no option but to 
go ahead with these unpopular 
reforms.”

“Our economy is diverse and 
we have a very good chance to 
make this economy stand on its 
feet again,” he said. “To do this, 
we have to take some painful 
measures or things will get out of 
control.”

Hassan Abdel zaher is a
Cairo-based contributor to The 
Arab Weekly.
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