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The world this week

Politics

XiJinping tightened his grip on
power in China by promoting
allies to top government jobs.
Wang Qishan. who has led Mr
Xi's crackdown on corruption,
was made vice-president, a
hitherto ceremonial position
thatmay now be beefedup to
oversee relations with Ameri-
ca. Liu He, Mr Xi's economic
advisen, was named as one of
four deputy prime ministers
and given the brief of supervis-
ingthe People’s Bankof China
and other regulatory bodies.
The pBOC, in turn, will be
headed by Yi Gang, another
new appointment, who, like
Mr Liu, has studied in America.

China’sarcraft-carrier entered
the Taiwan Strait again. This
was probably as a show of
defiance to America, which
has angered Beijing by passing
a law that encourages contacts
hetween American and Tai-
wanese officials. Taiwanese
ships tracked the vessel.

The diplomatic effort to ease
tensions on the Korean penin-
sula continued apace. Moon
Jae-in, the president of South
Korea, held open the pos-
sibility of three-way talks with
America and North Koreaif a
summit planned for April
between the South and North
is productive. Meanwhile, the
Pentagon announced that
South Korea and the United
States will resume joint
military exercises that were
postponed during the Winter
Olympics.

Myvanmar’s president, Htin
Kyvaw, resigned withimmedi-
ate effect. Rumours have
swirled for months that heisin
poor health. Htin Kyaw was
the country’s first civilian

president since the earlv1960s
and isa confidant of AungSan
Suu Kyi. whois the de facto
head of Myanmar's govern-
ment, even if the presidentis
constitutionally in charge.

A suicide-bomber targeted
crowds at a shrine celebrating
the Persian new year in Kabul,
Afghanistan’s capital, killing
atleast 31 people.

Qut of captivity

Most of the no Nigerian
schoolgirls who were recently
abducted by Boko Haram in
the town of Dapchi were freed.
The government insists thatit
did not pay a ransom for their
return. The jihadists warned
the girls" parents not 1o put
them backin school.

Dozens of African leaders
signed an ambitious free-trade
deal. All 55 members of the
African Union negotiated the
agreement, butn did not sign,
including Nigeria, the con-
tinent's largest economy.

For the first time Israel
admitted to bombing a sus-
pected nuclear reactor in Syria
in 2007, Binvamin Netanyahu,
the prime minister, said the
attack showed that Israel will
preventits enemies from
developing nuclear weapons.

Turkey captured the northern
Syrian region of Afrin after a
two-month battle with Kurd-
ish fighters. Meanwhile, Syrian
government [orces took back
more territory in besieged
Eastern Ghouta, the last rebel
stronghold near Damascus,

He's gone

Pedro Pablo Kuczynski
resigned as Peru's president
after 20 months in office. The
country’s congress was threat-
eningto impeach him based
on evidence that a company
he founded had worked with
Odebrecht, a Brazilian con-
struction company that bribed
officials across Latin America.
He had served as finance
minister and prime ministerin
an earlier government that
awarded contractsto
QOdebrecht. Mr Kuczynski will
be succeeded by the vice-
president, Martin Vizcarra.

Tens of thousands of Brazil-
ians protested against the
execution-style murder of
Marielle Franco, a leftwing
city councillorin Rio de Janei-
ro. Ms Franco, who was black
and gay. had accused the police
of abuses and was a critic of
the decision by Brazil's govern-
ment to put the army in charge
of security in the state of Rio.

America toughened sanctions
against Venezuela's authori-
1arian regime. It added four
current and former officials to
the listof 49 whose American
assets are frozen. Donald
Trump signed an executive
order barring Americans from
buying or selling the petro, a
crypto-currency issued by
Venezuela's government. Only
the most risk-hungry investors
were buyingitin the first plice.

Cruel and unusual punishment
The sacking of Andrew
McCabe atthe r81, where he
was deputy director until
January, was seen by many as
an attempt to discredithim asa
witness in Robert Mueller's
investigation into Russian
meddling, Mr McCabe wason
paid leave and was fired foran
alleged lack of *candour” in
dealings with the media. He
had been the rarget of much of
Donald Trump's invective. Last
December the president
tweeted that Mr McCabe was
“racing the clock™ to retire with
a full pension. He was sacked
26 hours before he was due to
receive that pension.

Congress hurried yet again 10
pass a bill that would avoid a
government shutdown.

The suspect behind several
explosive devices, mostly
contained in packages, that left
two men dead and injured
several other people in or near

Austin, Texas, blew himself up
during a police chase. Police
are investigating the motive.

Quelle surprise

Vladimir Putin easily wona
fourth term as Russia’s presi-
dent, taking more than 77% of
the vote. However, there were
widespread allegations of
stuffed ballot-boxes, and the
main opposition candidate,
Alexei Navalny, was notal-
lowed 1o stand. Despite this,
Mr Putin was congratulated by
Donald Trump and by Jean-
Claude Juncker, president of
the European Commission.

Nicolas Sarkozy, a former
president of France, was
placed under formal investiga:
tion as part of a probe into
allegations that he received
millions of euros inillegal
election funding from the
regime of the late Libyan dic-
tator, Muammar Qaddaf.

In Slovakia, the government
headed by Robert Fico
collapsed in the face of
widespread protests over the
murderof a journalist who
was investigating government
corruption.

British and European Union
negotiators approved the
details of the Brexit transition
proposals that were agreed in
December. Britain will formal-
ly leave the eu in March 2019,
but be bound by itsregulations
until the end of 2020. During
the fransition trade deals can
be negotiated with other coun-
tries. But the Irish border ques-
tion remains unresolved; the
“backstop” solution that keeps
Northern Ireland in the gu
customs union isin the docu-
ment, for now. In Britain Leav-
erssaid the deal betrayed the
fishingindustry. and threw fish
into the River Thames outside
Parliamentin protest.
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Business

Facebook was embroiled ina
crisis over its privacy policies,
afteritemerged that data on
som users had been harvested
from an app for psychological
tests and then shared with
Cambridge Analytica,a
political data-mining firm.
Cambridge Analytica alleged-
ly used the data to create voter
profiles during the 2016 presi-
dential election in America,
enabling the Trump campaign
to craft messages to potential
supporters. Facebook banned
the app in 2015, It said ithad
been “deceived” and promised
to tighten upits rules on data.
Politicians in Americaand
Britain called for tighter regu-
lation of social media. Face-
bool’s share price swooned.
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Investors worried about
Alphabet, the parent com-
pany of Google, being caught
up in any regulatory blowback
about data privacy also sentits
share price down. That helped
Amazon, which hasseeniits
share pricerise by a third since
the start of the year, pass
Alphabet to become the
world's second-most-valuable
listed company. Amazon is
waorth $770bn (still some way
behind Apple, at $870bn).

The European Commission
proposed levyinga 3% tax on
revenues of big technology
companies, such as Google
and Facebook, that operate in
Europe, but have “little orno
physical presence”in the
region. The proposalisan
interim measure and requires
unanimity among the gu’s
member states to be adopted.

Amid strong demand,
Dropbox raised the price of its
1r0 on the NASDAQ exchange

to between $18 and $204a
share, from the $1610 $18ithad
initially announced.

Blockbuster trial

The district courtin Washing-
ton, e that will decide the
fate of AT8&T's proposed $85bn
takeover of Time Warner
started proceedings in the case.
Ar8Targues that Facebook,
Amazon, Apple, Netflixand
Google (the FAANGS) have
completely transformed the
relationship between content
providers and distributors,and
thatitneeds to buy Time War-
nerandits stable of broadcast
programmingtostay in the
game. The Justice Department
ischallenging the deal on
antitrust grounds, an unusual
move given thatthe mergerisa
vertical one, combining two
businesses thatdo not
compete directly.

Salesforce, the world's fourth-
largestsoftware company,
made its biggest acquisition to
date by agreeing to buy Mule-
Softin a deal valued a1 $6.5bn.
MuleSoft providesa platform
for businesses to integrate data
from the cloud as well as from
in-house servers.

The Federal Reserve raised
the range forits benchmark
interest rate by a quarterof a
percentage point, 1o between

L5%and 175%. The Fed sig:
nalled that rates may increase
more than expected overthe
medium term hecause of the
strengthening economy, bul
stucktoits expectations of two
more rate rises this year.

Britain’s inflation rate fell
sharply, to 2.7%, but wages
grew by 2.6%, the fastest pace
in nearly two-and-a-half years.

Lloyd's reported an annual
pre-tax loss of £zbn ($2.6bn), its
firstsince 2011 Lloyds, an
insurance market based in
London, was hit by £4.5bn in
claims related to natural disas-
tersin 2017, including the worst
hurricane season in years,
earthquakesin Mexico and
wildfires in California.

A tragic first

A driverless car being tested
by Uber killed a pedestrianin
Tempe, Arizona. [tisnot the
first fatal collistoninvolving
autonomous cars, butitis the
firstaccident resultingin the
death of a pedestrian. Police
and federal safety agencies
launched investigations, and
Ubersuspended all driverless
testing. Critics raised concerns
thatsafety hasbeen
compromised in the rush to get
autonomous vehiclesonthe
road. Many American states
allow testing butrequire a

The Economist Marn!

personto beinthecar.as
happened in thisinstance, in
the event that anything goes
wrong.

Ivan Glasenberg, the boss of
Glencore, said that Western
carmakers were falling behind
China in stockpiling supplies
of cobalt, one of the key
elementsin the batteries that
power electric cars. Glencore
has signed a contract to pro-
videa Chinese firm with a
third of its cobalt output over
the next three years, Mr
Glasenberg suggested he was
prepared to sell Glencore’s
cobaltmines to Chinaif the
price was right, and warned
that China would use the
material to boost its own
electric-vehicle industry.

Let us pay

The Church of England decid-
ed togive parishioners the
choice of making contactless
payments, Faster ways of
paying for events like wed-
dings and christenings may
appeal to younger people,
whotend to be lesskeen on
cash. But offeringsin the aisles
have yel to move with the
times. A collection plate
passed among worshippers is
still quicker than a debit card.

For other economic data am:l_
news see Indicators section




Leaders

The Economist March 24

Epic fail

The social-media giant faces a reputational crisis. Here is how it and the industry should respond

AST year the idea took hold
that Mark Zuckerberg might
run for president in 2020 and
seek to lead the world's most
powerful country. Today, Face
book's founder is fighting 1o
show that he is capable of lead-
ing the world’s eighth-biggest
listed company or that any of its 2abn users should trustit.
News that Cambridge Analytica (CA), a firm linked to Presi-
dent Donald Trump's 2016 campaign, got data on 50m Face-
book users in dubious, possibly illegal, ways has lit a firestorm
(see United States section). Mr Zuckerberg took five days to re-
plyand, when he did, he conceded that Facebook had letits us-
ers down in the past but seemed not to have grasped that its
business faces a wider crisis of confidence. After months of
talk about propaganda and fake news, politicians in Europe
and, increasingly, America see Facebook as out of control and
in denial. Congress wants him to testify. Expect a roasting.
Since the news, spooked investors have wiped 9% off Face-
book’s shares. Consumers are belatedly waking up to the dan-
gers of handing over data to tech giants that are run like black
boxes. Already, according to the Pew Research Centre, a think-
tank, a majority of Americans say they distrust social-media
firms. Mr Zuckerberg and hisindustry need to change, fast.

The addiction game

Facebook’s business relies on three elemenis: keeping users
glued 1o their screens, collecting data about their behaviour
and convincing advertisers to pay billions of dollars to reach
them with targeted ads. The firm has an incentive 10 promote
material that grabs attention and to sell ads to anyone. Its cul-
ture melds a ruthless pursuit of profit with a Panglossian and
narcissistic belief in its own virtue, Mr Zuckerberg controls the
firm's voting rights. Clearly, he getstoo little criticism.

In the latest fiasco, it emerged that in 2013 an academic in
Britain built a questionnaire app for Facebook users, which
270,000 people answered. They in turn had som Facebook
friends. Data on all these people then ended up with ca. (Full
disclosure: The Economist once used ca for a market-research
project.) Facebook says that it could not happen again and that
the academicand ca broke its rules; both deny doing anything
wrong. Regulators in Europe and America are investigating.
Facebook knew of the problem in 205, butit did not alert indi-
vidual users. Although nobody knows how much ca benefit-
ed Mr Trump's campaign, the fuss has been amplified by the
left's disbelief that he could have won the election fairly.

But that does not give Facebook a defence. The episode fits
an established pattern of sloppiness towards privacy, toler-
ance of inaccuracy and reluctance to admit mistakes. In early
2017 Mr Zuckerberg dismissed the idea that fake news had in-
fluenced the election as “pretty crazy™. In September Facebook
said Kremlin-linked firms had spent a mere $100,000 to buy
3,000 adverts on its platform, failing at first to mention that
150m users had seen free posts by Russian operatives. It has
also repeatedly misled advertisers about its user statistics.

Facebook is not about to be banned or put out of business,
butthe chances of aregulatory backlash are growing. Europe is
inflicting punishment by a thousand cuts, from digital taxes to
antitrust cases. And distrustful users are switching off. The
American customer base of Facebook's core social network
has stagnated since June 2017. Its share of America’s digital ad-
vertising market is forecast to dip this year for the first time. The
network effect that made Facebook ever more attractive to
new members as it grew could work in reverse if it starts to
shrink. Facebookis worth $493bn, but only has $14bn of physi-
cal assets, Its value is intangible—and, potentially, ephemeral.

If Mr Zuckerberg wants to do right by the public and his
firm, he must rebuild trust. So far he has promised to audit
some apps, restrict developers’ access to data still further, and
help people control which apps have access to their data.

That doesn't go nearly far enough. Facebookneeds a full,in-
dependent examination of its approach 1o content, privacy
and data, including its role in the 2016 election and the Brexit
referendum. This should be made public. Each year Facebook
should publish a report on its conduct that sets out everything
from the prevalence of fake news to privacy breaches.

Next, Facebook and other tech firms need 1o open up to out-
siders, safely and methodically. They should create an indus-
try ombudsman—call it the Data Rights Board. Part of its job
would be to set and enforce the rules by which accredited in-
dependent researchers look inside platforms without threat-
ening users' privacy. Software is being developed with thisin
mind (see Science section). The likes of Facebook raise big
questions. How does micro-targeting skew political cam-
paigns? What biases infect facial-recognition algorithms? Bet-
ter they be answered with evidence instead of outrage.

The board or something like it could also act as a referee for
complaints, and police voluntary data-protection protocols.
Facebook, for example, is planning to comply worldwide with
some of the measures contained in a new European law, called
the General Data Protection Regulation, Among other things,
this will give users more power to opt out of being tracked on-
line and to stop their information being shared with third par-
ties. Adherence to such rules needs to be closely monitored.

Thumbs down
Tech has experience of acting collectively to solve problems,
Standards on hardware and software, and the naming of inter-
net domains, are agreed on jointly. Facebook’s rivals may be
wary but, if the industry does not come up with a joint sol-
ution, a government clampdown will become inevitable.
Facebook seems to think it only needs to tweak its ap-
proach. In fact it, and other firms that hoover up consumer
data, should assume that their entire business model is at risk.
As users become better informed, the alchemy of taking their
data without paying and manipulating them for profit may
die. Firms may need to compensate people for their data orlet
them pay to use platforms ad-free. Profits won't come as easily,
but the alternative is stark. If Facebook ends up as a regulated
utility withits returns on capital capped, its earnings may drop
by 80%. How would you like that, Mr Zuckerberg? =
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Egypt's election

No choice

The Economist March 24th 2018

The inevitable winner of Egypt’s farcical election should atleast obey the constitution

THE election in Egypt, which
begins on March 26th, will
have two candidates. One is
Abdel-Fattah al-Sisi, the presi:
dent, an ex-military man who
seized power in a coup in 2013.
The other is Moussa Mustafa
.- , 8 Moussa, whose party fawningly
supports Mr Sisi and who refuses to take part in a debate with
the president because that would be disrespectful (see Middle
East & Africa section). The election, in other words, is a farce.
Why, then, should Egyptians bother to vote? Mr Sisi’s big
claim is that he has restored order. In 201 mass protesis led to
the overthrow of Hosni Mubarak, a dreary despot. The next
vear Egyptians elected Muhammad Morsi of the Muslim
Brotherhood, who tried to grab dictatorial powers and put his
Islamist chums in charge of practically everything. He failed
only because then-General Sisi toppled him. All this upheaval
sent investors and tourists fleeing. Mr Sisi, who won an elec-
tion in 2014, deserves credit for taking painful steps to stabilise
the economy, such as cutting subsidies and devaluing the
Egyptian pound. Without his firm hand, his supporters say.
Egypt might have turned out like war-torn Iraq, Syria or Libya.
The fact that some other Arab countries are doing worse
does not mean Mr Sisi is doing a good job, however. He over-
saw the massacre of hundreds of Mr Morsi’s supporters, and
the jailing of tens of thousands of dissidents. Serious candi-
dates who wanted to run against him were arrested or bullied
into dropping out. Those journalists who have not been
locked up are barred from asking Egyptians basic questions,
such as *Who will you vote for?"
Freedom will follow prosperity. says the president. Buthe is
unlikely to bring much of either by the time he is mandated to
leave officein 2022. Only after blowing through tens of billions

of dollars of aid from the Gulf did Mr Sisi pursue economic re-
forms—and then under pressure from the 1M, which bailed
Egyptoutin 2016. He is still throwing money at wasteful mega-
projects, such as a dubious new capital in the desert, while
Egypt's schools and hospitals crumble. The army is muscling
into even more areas of the economy, crowding out private
firms. Mr Sisi's vow to cut red tape has come to little.

As the largest Arab siate, Egypt matters. That is why the
West has lavished alms and arms on it, and overlooked its
leaders’ abuses. But donors' billions have not bought stability.
Islamic State continues to attack churches and mosques and
behead civilians in Sinai. A third of young Egyptians have no
jobs. The police and security services routinely torture the in-
nocent. Thisis a recipe formore upheaval one day in the future.

Not another Mubarak

Egyptian voters deserve a real choice. Alas, they will not get
one. (And indeed, many are so fed up with turmoil that they
say they prefer the predictable rule of a strongman to the mess-
iness of democracy.) Given that Mr Sisi is sure to win, there are
several things he can doto ease the tensions that threaten torip
Egypt apart. He could order the army to put more effort into
fighting terrorists and less into dodgy money-making. He
could help non-crony businesses grow and hire by tackling
corruption and red tape. The imr and other donors should
twist his arm to pursue such reforms.

Most important, Mr Sisi should overrule his most syco-
phantic supporters, who wantto amend the constitution to let
him run for a third, fourth or fifth term. Perpetual dictators
bring stagnation and repression, not peace. Consider Mr Mub-
arak’s 30-year reign—and the way it ended. Egypt needs a sys-
tem that allows the transfer of power from one leader to the
next without violence. The constitution lays one out. Mr Sisi
should obeyit. m

The FDA's new course

Faster Drug Approvals

America’s drug regulator is focused on speeding medicines to market. Good

EGULATORS can be both a

help and a hindrance to the
medical industry. A strong regu-
lator increases confidence in
drugs and devices, reassuring
payers and patienis alike. That
explains why the Chinese drugs
regulator recently adopted
tougherstandards. Yetrulescan alsoimpose toogreat a burden
on firms, slowing innovation and reducing competition.

The head of America's Food and Drug Administration
(FpA), Scott Gottlieb, has spent his first year in office tilting the
balance away from rulemaking and towards efficiency. Some
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criticise Mr Gottlieb, who once worked in the industry, for still
being its accomplice. Instead, he should be applauded. No-
body expects the ¥pa 1o solve America's messed-up health-
care systemn, but its goal—of making it cheaper and easier for
promising drugs to reach patients—is a step in the right direc-
tion (see Business section).

One thing MrGottlieb has been doing less of isissuing new
regulations, which have dipped to a two-decade low. Instead,
he has concentrated on two broad areas that will help the de-
velopmentof therapies and medicines. The firstis to adapt the
FDA to new technologies. There is a clinical revolution in such
areas as gene therapy and printed organs. The EDA is keen to
harness the potential of new technologies, whether thatw



