Improving the regulatory system is key to government oversight of tech innovation in all sectors of the economy
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Across a range of sectors, economic activity in the United States today increasingly derives from technological advances that facilitate the use of resources in ever more marginally effective and efficient ways. Rather than exploiting new resources altogether, many of the most captivating innovations in today’s economy instead deploy technology to optimize the production or allocation of existing resources, goods, and services.
Consider several seemingly disparate examples. So-called sharing economy firms like Uber and Airbnb find transformational ways to allocate to willing buyers otherwise under-used resources, such as private cars and extra bedrooms. Marketing firms rely more than ever on data mining to make highly targeted pitches to consumers, while supply-chain and delivery system optimization has streamlined manufacturing and retail markets. Major advances in health care now travel under the banner of “precision medicine,” with health care professionals using sophisticated genetic screening and other data analysis to target treatments even more effectively to individual patients. Fintech firms promise to deliver financial products more accurately designed and priced to reflect underlying borrower risks and thus expand access to capital. These and other changes across the economy signal an important trend toward using technology to contextualize in ways that make possible more efficient uses of available resources.1
The emergence of such an optimizing economy holds important implications for public policy. Government must be able to keep up with fast-changing technological developments in order both to fulfill its important responsibilities to protect the public and to keep from impeding socially valuable changes in the economy. Just as the end of horse-andbuggy days meant that local governments needed to purchase cars for police officers to enforce speed limits on the roads, so too must regulatory agencies of all kinds adapt and respond to an increasingly technologically advanced society. An ever optimizing economy depends on an equally ever optimizing regulatory system. Government will not only fail to fulfill its important responsibilities if it cannot keep pace with private-sector innovation, but lagging governmental capacity also risks contributing to counterproductive barriers in private innovation, through blunt, ineffectual regulation. Policymakers from both ends of the political spectrum should be able to unite behind efforts to optimize regulation, taking steps to strengthen governmental capacity and improve its efficiency to match better the most significant trends toward optimization in the private sector and to ensure sustainable economic growth.
Economic growth depends on finding optimal outcomes for society. In this general sense, the idea of optimization is hardly new. The American economy has long benefited from entrepreneurial efforts to optimize business activity, such as when assembly-line methods dramatically improved manufacturing efficiency around the turn of the last century.2 What is different today is how technology increasingly achieves optimization by enhanced precision in matching goods and services to individual preferences and needs. Today’s optimization is often marked by a leap forward in individualization, as well as on a reliance on big data and advanced analytics to support greater contextualization and distributed activity. Major innovations with these characteristics are already starting to disrupt major sectors of the economy, including transportation, energy, health care, and manufacturing. More looms on the horizon.3
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