
 
 
 
 

INNOVATION AND INEQUALITY:  
CONSERVATIVE AND LIBERTARIAN PERSPECTIVES 

BETH KREGOR* 

Advances in technology have changed the way we work 
and the jobs that are available. This presents a challenge for 
us all to consider—a challenge that is not new. It is one that 
was encountered during the Industrial Revolution and every 
major economic transformation since then.1 But the challenge 
is particularly acute today. 

Many occupations have become obsolete quite recently. Oth-
ers will inevitably be left behind. But, notably, entrepreneurship 
is not obsolete. In fact, the founders and initial financiers of in-
novative new companies continue soaring to astronomical 
wealth, while many workers in other industries are out of jobs.2 

Perhaps part of the financial success of innovators is due to 
the availability of machines to fill the roles previously held by 
laborers.3 Entrepreneurs do not have to distribute their revenue 
among so many people. Perhaps part of their success is a re-
ward for their rarity. There is only a limited supply of such cre-
ative entrepreneurs.4 Entrepreneurs’ uncanny ability to identify 
and fill previously unimagined needs is worth rewarding be-
cause of its scarcity. Whatever the explanation for entrepre-
neurs’ wealth, entrepreneurship can be valued and well com-
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pensated when it works, even while certain other kinds of 
work—assembly-line labor, for example—are facing extinction. 

The comparison between wealthy entrepreneurs and the en-
dangered species of laborers raises real concerns about inequality, 
especially because these high-flying entrepreneurs come from a 
narrow slice of society. If society and the economy allow only cer-
tain individuals who are deemed “tech geeks” to succeed, then 
we are cutting many people out. There is some evidence of that 
kind of discrimination built into the entrepreneurial ecosystem. 
Inventors in the technology sector are often free to experiment 
and grow huge because the law has not regulated cyberspace,5 
while innovators in traditional service sectors—who may be more 
likely to come from less educated or less wealthy sectors—are 
regularly handicapped by legal restrictions.6 Venture capital firms 
are much more likely to fund ventures started by people who fit a 
certain mold and are missing out on people who may have great 
ideas but do not look the way that entrepreneurs are expected to 
look or sound the way that they are expected to sound.7 As a re-
sult, people with equally excellent ideas have wildly unequal 
chances at achieving economic success. 

Putting aside concerns about inequality per se, a society does 
not maximize innovation if it allows only a small slice of its 
population to execute their ideas and insights. Failing to take 
full advantage of the entire population’s creativity and insight 
is simply foolish, as every individual is differently situated and 
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has a unique view of the world. Not drawing on these diverse 
perspectives denies society of an untold number of innovations 
that could benefit everyone. 

Each individual, shaped by his own experience and perspec-
tive of the world, can see opportunities and solutions in a way 
that others cannot. No one—constrained as each one is by his 
own limited worldview—can predict in advance who will be 
inspired with a winning idea or which idea will in fact win. 8 
The more people who are ideating and tinkering with the 
world, the better the chances are of benefiting from a great idea 
and a great execution of that idea. 

For these reasons, Americans should not want a single regu-
latory agency or single venture capital firm to run the world. 
Rather, Americans should fight for individual liberty, not only 
because it is good for individuals but also because it benefits 
society by, among other things, breeding more innovation. 

Based on this theoretical groundwork, it is concerning that so-
ciety is not benefitting from the innovation and creativity of as 
many people as possible. Too few entrepreneurs are being gen-
erated—not because everyone should be an entrepreneur, but 
because almost everyone should have a job, and it is entrepre-
neurs, after all, who create jobs.9 So if there are to be more em-
ployment opportunities and more exciting new innovations, so-
ciety needs more entrepreneurs who will create jobs and even 
create new kinds of jobs that are unimaginable today.10 

What should the government do, if anything, about the shift 
in the job market created by new technology replacing humans 
in various lines of work? One answer to this question might be 
to make sure displaced workers can become entrepreneurs, too. 
In fact, all people should be free to imagine new businesses and 
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pursue them. Is the government doing a good job at ensuring 
this freedom? No, not at all. 

Some of the difficulties faced by Americans, especially poor 
Americans, in pursuing innovative, entrepreneurial ideas are 
actually created by the government.11 Regardless of the fast 
pace of technological development, many industries are sty-
mied by over-regulation.12 Some of these burdened industries 
are actually the kinds of industries that poorer Americans 
might naturally enter into.13 For example, the service occupa-
tions that have been familiar and historically accessible to 
poorer individuals are very heavily regulated. 

As a result, entrepreneurship and innovation—and even 
simply work—are placed out of reach for poor Americans. For 
example, barbershops, transportation businesses, and street 
vending are very heavily regulated.14 Conversely, anyone is free 
to start an “app” business.15 No government officials check cre-
dentials or certifications in the tech sector.16 Meanwhile, a hair 
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braider needs to earn a degree, pass tests, and take continuing 
education courses to braid hair.17 This is a strange inequality. It 
is a burden on Americans with fewer educational opportunities 
and jeopardizes their ability to work and start businesses. 

Nearly one in three occupations in this country now require 
obtaining some kind of permission from the government.18 And 
the need to obtain permission is growing more burdensome 
year after year, especially in traditional service businesses like 
hair braiding. It is curious that the law keeps changing in those 
industries that do not seem to change at all. Should not the law 
be racing to catch up with technology? Why is the government 
instead racing to impose yet more requirements on traditional 
services industries? 

One answer—perhaps the answer—is that there are many 
people in these traditional occupations who band together and 
lobby the government to put these rules in place.19 Perhaps 
they do this because they want to protect the public interest. 
Perhaps they know how to do their jobs safely and properly 
and want to codify their standards in law. Or perhaps they are 
just motivated by a protectionist desire to keep new competi-
tors out of industries. Protectionists have little incentive to al-
low innovators to challenge the status quo and steal their cus-
tomers. Regardless of the motivation, these popular 
occupations end up being heavily regulated. 
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Traditional kinds of service businesses are often “non-routine 
manual labor.”20 This is the kind of labor that machines are 
simply not good at performing (at least not yet).21 For example, 
machines are not good at cutting hair, creating new recipes, tak-
ing care of the elderly or disabled, or babysitting children. These 
are all the kinds of occupations in which low-income entrepre-
neurs who seek help from the Institute for Justice Clinic at the 
University of Chicago Law School are starting their businesses. 
These people are not replaceable by machines because these 
lines of work require art, craft, or subtle human interaction. 

One might think that, because these are old-fashioned busi-
nesses, they are all the same or that there is no real room for in-
novation. Why, critics ask, does hair braiding or babysitting or 
making burgers matter in the context of discussing innovation? 

The reason these may look like cookie-cutter businesses is be-
cause the government has created the cookie cutter and imposed 
it on these occupations.22 Take the funeral home business, for ex-
ample. The government dictates precisely what constitutes a fu-
neral home.23 So if entrepreneurs try to do something different 
than what is prescribed—like trying to sell only caskets but not 
the whole funeral “package”—they will be shut down.24 It is very 
difficult for entrepreneurs in these kinds of fields to innovate and 
then receive the rewards for their creativity and productivity. 

Thus far, this Essay has dealt mainly with innovations in tech-
nology. But not all innovation is technological. Too often, the 
terms “innovation” and “entrepreneurship” are used to refer to 
technology or Silicon Valley. This association is not always ap-
propriate. Starbucks took a basic, non-technological business and 
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reinvented it.25 Dyson took an everyday household appliance and 
reinvented it.26 There is room to reinvent outside of cyberspace. 

What can we do about all of these problems that stamp out the 
entrepreneurial spark in important segments of our population? 
First, look at the companies that have infiltrated these old-
fashioned service businesses in spite of high regulatory barriers 
to entry. Uber is battling taxi-company laws.27 Airbnb is battling 
hotel regulations.28 These are exciting conflicts that are bringing 
national attention to the problems caused by stifling regulations. 
We should hope that the focus on these issues will weaken these 
regulatory schemes and the presumptions that support them. 
This, in turn, would free other people to innovate and start their 
own entrepreneurial ventures. 

Uber and Airbnb are forces of the democratization of tech-
nology.29 They have had the gall and the financing to fight the 
regulatory status quo in their respective industries. It is im-
portant to remember these two factors: Uber and Airbnb have 
had (1) the gall and (2) the financing to fight back. Entrepre-
neurs and founders of venture-backed dot-com startups can 
afford to be cheeky and overlook the law.30 Many have an act-
first-seek-permission-later mentality. Their approach to many 
legal obstacles is to just ignore them. But not everybody is in a 
position to cavalierly disregard the law. Not everyone in socie-
ty is in the same privileged position to take this sort of risk. 

One cannot help but think about what has been happening in 
the world without concluding that different people have different 
relationships with the law depending on their position in socie-
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ty.31 The poor entrepreneurs that I work with at the Institute for 
Justice Clinic are not going to have the same trailblazing attitude 
as Uber. Neither will they have the money to hire lobbyists. They 
lack a safety net to fall back on if it their venture fails. 

For example, the Clinic had a client, Ken Coats, who wanted 
to start a dot-com business for expungement. Many people in 
this country have criminal records that are misleading.32 The 
law provides a way to clear these records, but the process is 
very complicated. Ken wanted to create an online service that 
would allow people to fill out complicated paperwork in a 
simplified way and, if eligible, expunge their records—just like 
TurboTax simplifies a complex process by enabling people to 
complete their tax forms in a simple way. 

The Illinois Attorney General ordered Ken to stop pursuing 
his business because he was not licensed to practice law. Ken 
had neither the nerve nor the financing to disregard the law or 
lobby to change the laws that license lawyers. The many people 
who would have benefitted from Ken’s software are now with-
out a solution, and society is worse off for that reason. 

The law needs to be cleaned up for all entrepreneurs to flour-
ish. It is too limiting to wait for the next Uber or Airbnb to do 
the hard work of lobbying. What can the government do to 
help? It can scour its codes, practices, and policies to make sure 
that the laws are not creating cookie-cutters for businesses, so 
that everyone enjoys the freedom to pursue a dream; change an 
industry; and create value, wealth, and jobs. 
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