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Executive Summary

espite fears of sliding into stagnation,! tech-
Dnological progress only seems to be acceler-
ating. Multiple emerging technologies promise to
change the world, including human-like generative
artificial intelligence (AI), mRNA vaccines,> auton-
omous vehicles, clean-energy breakthroughs, and
cost-effective reusable rockets. We may even get
flying cars.3

This accelerating pace of change raises unique
challenges for our governing institutions, which, fol-
lowing years of gradual calcification, have struggled
to keep up. In American governance, policy is spread
across multiple layers of federal, state, and local
jurisdiction—often leading to sluggish and inconsis-
tent patchworks of regulation.

Expectations of our policymakers have also
changed. They are now routinely asked to assess and
respond to an increasingly complex set of techni-
cal subjects, parsing out underlying values conflicts
while managing the competing interests of incum-
bents and disruptors.

At the federal level, much of the blame has been
put on Congress, which has delegated much of its
power and authority and has allowed its staffing and
policymaking capacity to atrophy.4

What should we do about this “governance gap”?
On the one hand, some libertarian-minded scholars
embrace the absence of the state, arguing that the
private sector can take the reins, leveraging informal
governance mechanisms and shaping agency actions.
Others argue that our weakly regulated technology
sector is a ticking time bomb that will eventually lead
to catastrophic results—whether ecological collapse,
garage bioweapons, or an Al that turns us all into
paper clips.

But state intervention without expertise or
capacity is unlikely to competently address harms or
maximize benefits. Similarly, the absence of gov-
ernance in a low-state-capacity environment carries
significant risks of reactionary and protectionist
policy outcomes—particularly in times of crisis.
In short, this report argues that good policy is
downstream from well-functioning institutions with
calibrated expertise, authorities, and incentives.

In particular, the restoration of Congress’s
absorptive capacity and legislative function is a nec-
essary condition for maximizing the benefits of new
technologies and securing America’s continued lead-
ership in innovation.
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merging from the progress of science and

industry, technological innovations drive eco-
nomic growth, bolster national security, and improve
the human condition. While new technologies bring
many benefits, they also bring distinct social, eco-
nomic, and political challenges.

Innovation breeds disruption. As economist Joseph
Schumpeter famously described,5 technological
progress inherently brings creative destruction—
the process by which new economic structures
continuously destroy and replace old ones from
within, in an essentially biological way. This process,
Schumpter writes, is “the essential fact about
capitalism”6—a fact that he predicted would lead
to its collapse into stagnant socialism, in the wake of
social, economic, and political upheaval.

In their book Why Nations Fail, economists Daron
Acemoglu and James Robinson describe how the
process of creative destruction threatens political
destabilization, arguing this has been a major force
in holding back progress. They write:

The fear of creative destruction is the main reason why
there was no sustained increase in living standards
between the Neolithic and Industrial revolutions.
Technological innovation makes human societies
prosperous, but also involves the replacement of the
old with the new, and the destruction of the economic

privileges and political power of certain people.”

Similarly, as economic historian Joel Mokyr
recounts, stagnation was the norm for most of

human history, where “growth was slow, intermit-
tent, and reversible.”8

Innovators will often have to contend with the
political resistance of powerful incumbent groups
whose interests are threatened. This might include
large corporations, groups of laborers whose skills are
being obviated, autocrats fearing destabilization, or
elected politicians pursuing parochial interests. Thus,
motivated opposition to technological progress often
arrives before a technology can be deployed at scale.

To maximize innovation and growth, systems of
governance must be resilient enough to withstand
the political destabilization of creative destruction,
balancing the pressures of factional interests and
absorbing disruptive effects.9

Another aspect of innovation, particularly in the
modern era, is its dual nature. That is, it can bring
the threat of substantial destruction and harm at the
same time as it offers economic or social benefits.
One such example is the artificial nitrogen fixation
process developed by Fritz Haber and Carl Bosch in
1909. This innovation to fertilizer helped ameliorate
starvation and feed the world’s growing population.
It also enabled the large-scale production of explo-
sives used in subsequent wars.

The splitting of the atom and the development
of nuclear physics provide more cautionary exam-
ples with unique governance challenges. These
discoveries helped expand our understanding of
the universe and provided us with a powerful new
zero-emission energy source. But they also gave
humanity the tools to destroy itself and put every
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nation under an ever-present sword of Damocles.
Today, resurgent fears of existential risks from tech-
nological progress have been raised regarding areas
such as artificial intelligence (AI), synthetic biology,
and climate change.1°

The downsides of technology can also mani-
fest indirectly, as negative externalities. These can
include harms to the environment such as pollution
or ecological damage that can play out over decades.
Or it can entail harm to certain groups of people
(even if there is an overall net benefit). For instance,
the arrival of transportation network companies
Uber and Lyft largely displaced taxi services in most
American cities. This provided consumers with a
superior product, with more availability, greater
safety, and added convenience. At the same time,
many taxi drivers were forced to switch, and the
owners of expensive medallions experienced signif-
icant losses.!! In the coming years, drivers for these
services can expect to be disrupted themselves, as
autonomous vehicles deploy in more cities.'?

The challenge of
innovation governance
is one of bending
emerging technologies
to human ends while
balancing the interests
of long-term security,
economic growth, and
political stability.

When governed well, a robust innovation eco-
system provides a freer, more secure, and more
abundant future. But are our governance institutions

capable of keeping pace, or are we headed back
toward stagnation?

The Character of American Innovation

American innovators are responsible for the devel-
opment, and commercialization, of most of the
significant technologies of the 2oth century. These
include the Model T, the airplane, the semiconductor,
the personal computer, and the internet, to name
just a few. Even air conditioning—which Lee Kuan
Yew called one of the most important inventions in
history—was first commercialized in America.'3

The heroic inventor is a figure baked into American
mythology—from Benjamin Franklin to Thomas
Edison to Samuel Colt. But the successful practice
of innovation is also an inherently capitalist one,
requiring founders who can refine and bring to mar-
ket a new idea, process, or discovery.

Despite the persistent American myth of the
lone inventor, major innovations in the modern era
have increasingly relied on forms of institutional
support: the resources of the industrial laboratory
or university, publicly supported advances in basic
science, or dual-use technologies from the defense
sector. Schumpeter, fearing the ill effects of this
bureaucratization, observed:4

Technological progress is increasingly becoming the
business of teams of trained specialists who turn
out what is required and make it work in predict-
able ways. The romance of earlier commercial adven-
ture is rapidly wearing away, because so many more
things can be strictly calculated that had of old to be
visualized in a flash of genius.'s

Since the mid-20th century’*—following the
end of World War II and entry into the Cold War—
America has been the research and development
(R&D) lab for the world.”7? US R&D expenditures
exceed $700 billion annually,8 including $138 billion
in federal funding, of which about half is related
to defense. Public-sector R&D institutions are also
among the most successful, with agencies such as the
National Science Foundation, the National Institutes
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of Health, and the Defense Advanced Research
Projects Agency—institutions that helped create
the internet, GPS, smartphones, mRNA vaccines,
the computer, and other key technologies. This has
directly supported the creation of firms such as Intel,
Google, and Tesla and indirectly contributed to
numerous others.19

Having helped lead the world into the Information
Age, it should be no surprise that US technology firms
now dominate the list of most valuable companies in
the world (by market capitalization).2° Additionally,
despite recent challenges from China, Silicon Valley
and other US-based tech hubs continue to produce
the most unicorns—companies with valuations over
#1 billion—of any country in the world.2!

With its maturation, the US technology industry
has become one of the biggest movers in Washington,
spending hundreds of millions of dollars each year
on influence.22 This recent escalation in political
engagement has followed growing criticism of tech
firms by policymakers, the media, and souring pub-
lic sentiment. This scrutiny is also bipartisan, with a
recent Gallup poll showing support from a major-
ity of both Republicans and Democrats for stricter
regulation.23 This “influence arms race” has also
created new intra-industry conflicts and attempts
at regulatory capture.24

The resulting “techlash”2s has motivated dozens
of hearings, legislative proposals, executive orders,
and other actions. While some new laws and regu-
lations have been enacted (particularly at the state
level), many critics have been frustrated by the slow
pace of change, arguing that governing institutions
have failed.

The Governance Gap

Old Entish. ... Itis alovely language, but it takes a very
long time to say anything in it, because we do not say
anything init, unless it is worth taking along time to say.

—J. R. R. Tolkien, The Two Towers

It’s clear that policymakers are struggling to keep up
with the pace of technological change.2¢ This raises

two important questions: What is the nature of the
governance gap, and how should it be addressed?

Many argue that this gap isn’t evenly distributed,
with primary blame resting on Congress’s institutional
decline.?” Lending support to this view, a study by
Harvard University’s Belfer Center concluded that
“Congress has not shown that it has the necessary
capacity and expertise to fully exercise its constitu-
tional duties.”2® Similarly, in a report for this series,
Adam Thierer argues, “Congress has largely abrogated
its role as primary policymaker for many emerging
technologies, perhaps permanently.”29

Congressional technology expert Marci Harris
expands on this thesis, arguing that there are three
facets of the pacing problem for Congress:

(1) the external—as Congress fails to keep pace
with emerging innovations that are changing indus-
tries and society; (2) the inter-branch—as Congress
lags the executive branch, compromising its abil-
ity to act as a co-equal branch of government; and
(3) the internal—which results from Congress not
employing modern practice[s] and technology for

its own operations.3©

In Congress’s absence, other actors have moved
in—including the White House, administrative
agencies, the courts, and the states.3' However,
these institutions also suffer from a deficiency of
expertise, weak incentives, vulnerability to indus-
try capture, limited resources, and overlapping and
constrained authorities.

Whether the fault lies with Congress or elsewhere,
some critics argue the lack of governance is a ticking
time bomb that will eventually lead to catastrophic
results—whether ecological collapse, garage bio-
weapons, or an Al that could try to turn humanity
into paper clips.3> Following this narrative, the
governance gap must be filled by muscular govern-
ment intervention and a more precautionary posture
toward technological risks.

Others, like Thierer, make the case that governance
should prioritize experimentation and flexibility over
hard rules. Specifically, he argues we should lean into
the governance vacuum through what he calls “soft
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law.”33 Instead of the rigid frameworks of the past,
this approach emphasizes decentralized, iterative, and
informal approaches. These include “multi-stakeholder
processes, experimental ‘sandboxes,” industry best
practices or codes of conduct, technical standards,
private certifications, agency workshops and guidance
documents, informal negotiations, and education and
awareness building efforts.”34

This libertarian-minded approach broadly follows
Thierer’s “permissionless innovation” framework,
including its emphasis on light-touch regulation,
encouragement for rule-bending entrepreneurs, and
preference for ex post enforcement rather than ex ante
regulation.35 According to this view, gridlock and
institutional decline created a federal withdrawal
from technology policymaking. This requires the pri-
vate sector—including industry and civil society—
to take a larger role in governance.3¢

But there are reasons to be skeptical of this frame-
work as our best and only option.

Excessive reliance on
soft law dangerously
circumvents the
democratic process and
the rule of law.

This risks a number of perverse effects, such
as enabling new strategies for agencies to exceed
their legal authorities,3”7 giving government offi-
cials greater leverage to jawbone private firms,3®
and encouraging lawless conduct that elicits harsh
sector-wide regulation.39

Shifting key policy decisions to informal gov-
ernance bodies also creates greater opportunity
for regulatory capture, tilting the board in favor
of deep-pocketed incumbents over small disrup-
tive innovators. This is because these entities—
including standard-setting organizations, trade

associations, and multi-stakeholder forums—can
operate with little transparency or accountability,
favoring incumbent firms with the resources to
influence them. This could help large firms capture
benefits while socializing risks, artificially expand-
ing their competitive moats.

In addition to these problems, the argument for
the inevitability of soft law critically overstates its
case against Congress. While it is entirely reasonable
to criticize what Congress has done lately, it is hard to
make the case that it hasn’t been a live player.

Even with a divided Senate, we’ve seen monumen-
tal bills get signed into law, including the American
Rescue Plan Act; the Coronavirus Aid, Relief, and
Economic Security Act;4° and the Inflation Reduction
Act. Congress has also enacted major policy related to
innovation, science, and technology. In particular, the
CHIPS and Science Act directed $280 billion to new
R&D and advanced manufacturing projects, includ-
ing the creation of a new National Science Foundation
directorate focused on emerging technologies.4!

Congress has also moved legislation related to dig-
ital platforms. While it has rejected some far-reaching
antitrust proposals, it has enacted multiple reforms
providing tools and resources for enforcement. These
include the State Antitrust Enforcement Venue Act,
the Merger Filing Fee Modernization Act, and appro-
priations for the Federal Trade Commission and the
Antitrust Division of the Department of Justice. In
addition, Congress’s oversight work has put the
public spotlight on tech firms, leading to some signif-
icant product and policy changes.

While Thierer’s framework aims to maximize
innovation, there are reasons to doubt its ability to
achieve this on its own. A key reason is its dismis-
siveness about the risks of dysfunctional governance
institutions and general lack of interest in building
state capacity.

Even if under-capacity and gridlock were the
norm, weak institutions are more likely to adopt
reactionary, heavy-handed, or captured policies
during moments of crisis. Three examples come to
mind: the vast expansion of the surveillance state
post-9/11, such as through the Patriot Act; the nearly
successful efforts to mandate backdoors in encrypted
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communications following the 2015 San Bernardino
attack; and even the Communications Decency Act
of 1996, whose original version attempted expansive
regulation of internet speech in response to a moral
panic over the accessibility of obscene materials.4>

Other important cases also have no good sub-
stitutes for federal legislative action. These include
preempting conflicting patchworks of state laws,
funding and reauthorizing federal agencies (partic-
ularly programs related to science and technology),
updating old statutes to provide regulatory certainty,
and conducting oversight of the federal bureaucracy.
In our current environment, soft law also lacks
appropriate oversight and accountability, making it
vulnerable to capture.

Weak institutions make it easier for innovation’s
political opponents to prevail, playing to uncer-
tain fears, capturing regulations, and setting back
future growth. While informal governance mecha-
nisms can be valuable tools, they are insufficient on
their own.

Restoring Congress’s Role

Most of us are Gilligan. There aren’t a whole lot
of professors.
—Sen. Ron Johnson (R-WT)43

The monumental battle for the Speakership at the
beginning of the 118th Congress was popularly char-
acterized as an embarrassment for Rep. Kevin
McCarthy (R-CA) and the House GOP—yet another
sign of congressional dysfunction. But congressional
experts such as AED’s Kevin Kosar rightfully reject this
view,# recognizing that the contest was a legitimate
intraparty negotiation that resulted in substantial and
perhaps even lasting changes to make the institution
more open.

At its core, this fight was a long-brewing reaction
against a key source of congressional dysfunction:
the consolidation of power in party leadership. Over
decades, this trend has gradually moved the center
of gravity away from expert committees and toward
the generalist political operatives in leadership.
Reduced opportunities for meaningful legislative

participation have resulted in what Kosar calls a
“winner-take-all” politics,45 shifting the focus of
serving in Congress toward fundraising, political
favors, and media appearances.

While Congress’s
dysfunction is a real
and multifaceted
problem, it is often
mischaracterized.

As discussed earlier, even in divided government,
Congress reliably does certain legislative work each
year. This includes funding bills (often bundled as an
omnibus), must-pass annual authorizing bills such as
the National Defense Authorization Act, and periodic
program reauthorizations such as the farm bill and
the Federal Aviation Administration (both of which
are up in 2023).

While Congress’s productivity is sometimes
(incorrectly) scored by the number of bills it
passes, in practice, different legislative propos-
als are often grouped together on these vehicles.
Rather than following regular order, important
decisions are made among the “four corners”: the
House Speaker, the House minority leader, the
Senate majority leader, and the Senate minority
leader. This makes major controversial stand-alone
bills increasingly rare.

But even in earlier eras of Congress, big trans-
formative legislation often came only in response
to a war, national emergency, or other major world
events. For instance, the launch of Sputnik in 1957 led
to major institutional reforms on science and tech-
nology, including the creation of NASA, the Advanced
Research Projects Agency,4¢ the House Committee
on Science and Astronautics (renamed the House
Committee on Science, Space, and Technology), and
the former Office of Technology Assessment.47
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Importantly, our bicameral Congress was designed
to be a conservative institution, with a slow and
deliberative process. The Senate, in particular,
was set up as a breakwater for majoritarian fer-
vor. Federalist 62 makes this explicit, rebuking “the
propensity of all single and numerous assemblies
to yield to the impulse of sudden and violent pas-
sions.”#® Indeed, Congress is meant to operate as a
forum for the resolution of conflicts between var-
ious interest groups, with elections closely aligning
member incentives to democratic pressures. When
Congress fails to take action on an important issue,
this may just reflect a lack of consensus.49 A more
majoritarian and faster-moving legislature is also
not necessarily better for innovators, as it would
lead to radical policy swings between elections and
greater uncertainty overall.

Thus, we should not confuse Congress’s lack of
adhesion to executive branch norms and behaviors
for true dysfunction. A better-functioning Congress is
not necessarily more decisive, united, or top-down.
Counterintuitively, it looks more like the chaotic horse
trading and factional politics of the recent Speaker race.

To better understand Congress’s path to resto-
ration, it is important to understand the factors that
shaped its diminution.5°

As discussed above, the trend toward centraliza-
tion of power with party leadership is one such fac-
tor.5! Beginning in the 1970s, power in the legislative
branch began to shift away from committees. This fol-
lowed on a complex history of the political legacy of
former slave states, the fight for civil rights, and the
realignment of the old intraparty factions.

Instead of achieving a better balance among the
three competing power centers (of leadership, com-
mittees, and rank and file) in response to southern
obstructionism, leadership gradually became the
dominant power. This is clear from personnel num-
bers alone: Staff in leadership offices has more than
tripled,52 even as overall legislative branch staffing
has declined sharply since the late 1970s.53

This operational shift also saw changes in the rules
and precedents in each chamber, and in conference
and caucus rules,>#leading to greater leadership con-
trol of the legislative process. Specific mechanisms

include the appointment and removal of commit-
tee chairs,5 capture of key committees such as the
Rules Committee, and, consequently, control over
the floor, the amendment process, and the substance
of major legislative vehicles.5¢ Other important fac-
tors in this shift include the mechanics of campaign
fundraising post-Citizens United, the breakdown of
the budget process, and the dissolution of strong
intraparty factions.

As a result of this centralization, substantive
deliberation has significantly broken down. The deep
institutional knowledge and policy expertise once
built up over decades have given way to the dictates
of party politics.57 Additionally, with fewer opportu-
nities for individual congressmen to constructively
engage in lawmaking, this landscape reinforces itself
in a vicious cycle.

Another important factor is the distribution of
power within the federal government. The equilibrium
among the three branches of the federal government
hasrebalanced itself at various points in American his-
tory. Except perhaps the Civil War period, before the
20th century, most power resided in Congress, owing
to the considerable powers granted to it by Article I.
By contrast, from the 1930s onward, the overarch-
ing trend has been for the executive branch to grow
in size, scope, and authority—often following times
of crisis such as the Great Depression and the two
World Wars. But in the aftermath of executive branch
excesses, the legislative branch has also at different
times reinvigorated and reasserted itself, most nota-
bly in the 1940s and early 1970s.58

Since then, we’ve witnessed the first branch fol-
low a decades-long path of institutional decline and
self-imposed austerity—framed by one expert as a
“self-lobotomy.”s9 While its roots can be traced back
much earlier, this capacity-eroding trajectory was
heavily defined in the 104th Congress (1995-97),
after Republicans took the House for the first time
in four decades. Having campaigned on a platform
of eliminating the waste and corruption of their
political rivals, the new Republican majority in the
House adopted the mantra of “cut Congress first,”
defunding its own staffing capacity.6© Cuts extended
to personal offices, congressional committees,
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and nonpartisan support agencies,®! including the
defunding of the Office of Technology Assessment.
This led to a reduction in the total number of legis-
lative branch staff and reduced tenure and seniority
in key policy roles.

This has culminated in substantial powers being
ceded to the executive branch and its administrative
agencies. In place of narrowly tailored rules, Congress
has given agencies broad, ambiguously worded
authorities that the agencies have stretched with
relatively little congressional scrutiny.62

Another factor is the growth of non-policy
demands in a functionally zero-sum environment.
For instance, the average number of constituents per
congressional district is 23 times larger today than
it was at the time of the first Congress.3 Up until
the 63rd Congress (1913-15), the number of repre-
sentatives in the House was periodically increased
to keep up with a growing population and new states
that joined the union.®4 This has placed increased
demands on offices for constituent work and com-
munications, as office budgets have not kept up
with the growing national population.®s This has
also shifted a greater share of staffing resources to
district and state offices. With each new wave of
communications technologies—from newspapers,
to the telegraph, to radio and TV, to email, to social
media—the workload on Congress has increased,
pulling energy away from legislating. Similarly, a
growing share of legislative branch resources has
been taken up by facilities and security needs, prin-
cipally through the US Capitol Police and the
Architect of the Capitol.66

In addition to general factors, there are reasons
Congress struggles with science and technology
specifically. When compared to the decisiveness
and simplicity of executive action, Congress tends
to be criticized—often unfairly—for the messi-
ness of its deliberative process, with all the accom-
panying hearings, amendments, and negotiations
between chambers.

When Meta CEO Mark Zuckerberg testified
before the Senate in 2018, he explained Facebook’s
business model to 84-year-old Sen. Orrin Hatch
(R-UT), exclaiming, “Senator, we run ads.” While

Congress was mocked in the press for its ignorance,
in context, Sen. Hatch was making a rhetorical
point about the consumer-privacy trade-offs of
ad-supported free online services.®7 Often, witness
questions start with the obvious to lay out basic
facts. But this can come off as ignorance to
non-congressional reporters when hearings are in
the national spotlight.

Another infamous example was Sen. Ted Stevens’s
(R-AK) description of the internet as a “series of
tubes.”®® This incident happened during a committee
markup in 2006, in remarks opposing a net neutrality
amendment. As Princeton computer science profes-
sor Ed Felten argued at the time, while it was a bit
clumsy, the analogy had been unfairly criticized.®9
But following amplification by a pro-net neutral-
ity advocacy group, the incident was widely dragged
in popular media, including by the Daily Show and
late-night talk show hosts.

It’s true that our elected representatives are gen-
erally nonexperts, and few come from STEM-related
professional backgrounds. Out of the 541 members
that made up the 117th Congress,”° there were only
three scientists, nine engineers, eight tech execu-
tives, and four venture capitalists.”! By contrast, 194
were lawyers.

While we might like a more balanced ratio, it is not
a representative’s or senator’s role to be a deep sub-
ject matter expert on every technical issue considered
in Congress (this would be an impossible task), par-
ticularly outside the committees on which they sit.
For policy expertise, they rely on a range of profes-
sional staff—in personal offices, committees, and
support agencies.”> Whereas policy staff in personal
offices can afford to be more generalist, each covering
a portfolio of a few different issues, committees (and
subcommiittees) offer a key location for staff to build
deeper, focused expertise. This is a key factor in the
decline of Congress’s absorptive capacity and policy
expertise, as committees have sharply reduced total
staffing, seniority, and retention.

Another key location for technical expertise is in
support agencies, primarily the Congressional Research
Service (CRS) and Government Accountability Office
(GAO). These offices have followed similar historic
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trends for staffing reductions and have insufficient
staff with a specialization in science and technology
issues. Highlighting this challenge, a congressionally
directed National Academy of Public Administration
study in 2019 found that Congress needed to “improve
its capacity to deal with science and technology-related
issues” and recommended additional investments in
its support agencies.”3

But there is cause for limited optimism. The
House appears to be moving (at least temporar-
ily) toward a much more open process.’+ A major
reform effort, through the House Select Committee
on the Modernization of Congress, has led to over
100 implemented recommendations. And appro-
priations for the legislative branch have brought
additional resources, increasing staffing levels and
compensation in committees and personal offices.
Additionally, new science and technology capacity
has been added at support agencies such as the GAO
and CRS, including the restoration of Congress’s
technology-assessment function that was lost with
the defunding of the Office of Technology Assess-
ment in 1996.

While these reforms won’t fix the myriad causes
of Congress’s dysfunction, it does show that resto-
ration is possible—albeit incrementally and with
dedicated effort. Considering these developments,
and looking back on the historic reforms of the 1940s
and 1970s, we can see a clear path forward.

Conclusion

Advocates of American innovation shouldn’t resign
themselves to muddling through future policy
challenges and navigating around failed institu-
tions and democratic obstacles, hoping to safely
traverse a minefield of reactionary outcomes.’s
While mechanisms such as soft law, the courts, and
the executive branch play an important role, pre-
serving America’s leadership in technology and its
governance necessitates a reinvigorated Congress.”6
A more assertive Congress is also necessary to
preserve a liberal values framework in the global
innovation ecosystem, as escalating geopolitical
competition makes China’s illiberal vision77 for

the future a viable alternative to the one offered
by Western liberal democracies.

In our republican
system of government, a
stronger Congress may
not always be the most
direct path to promoting
innovation.

This form of pluralistic governance requires
bringing various stakeholders along through the
natural disruptions and externalities of techno-
logical progress. And policymakers will take time
to acquire knowledge and build consensus. Even
when functioning well, this process is often messy,
compromise-oriented, and frustrating.

But the alternatives should be even more worri-
some. Rule by dysfunctional government bureaucra-
cies is already upon us. The essential difference is that
expert bureaucracies in administrative agencies act
with little political accountability while still making
decisions shaped by interest-group pressures, cultural
risk aversion, and outdated rules.

Large firms in the private sector are likewise not
reliable advocates for innovation. As Milton Fried-
man famously said, “With some notable exceptions,
businessmen favor free enterprise in general but are
opposed to it when it comes to themselves.”7® Busi-
nesses tend to take self-interested rather than strictly
free-market positions, and they are usually willing to
accept regulation in exchange for a wider competi-
tive moat.7? Large firms can also hold back innova-
tions that are seen as threats to their existing lines of
business. Kodak held back the digital camera,8° AT&T
held back the answering machine,® and Google held
back its Al chatbot.82 Large firms can also lack the
foresight to escape the innovator’s dilemma. While
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Xerox invented many of the core technologies of the
personal computer, Apple successfully commercial-
ized them. Outsized influence of large firms can thus
result in regulatory models that enshrine particular
modes of business, chilling innovation.

There is no simple solution to address these chal-
lenges. But it is unlikely that dynamism will emerge
from seeking to circumvent or suppress the melee of
democratic politics. Rather, advocates for American
innovation should direct their energy toward build-
ing modern governance institutions—focusing on
the right capacities, expertise, and incentives.83
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