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Introduction

• Education has long been seen as an essential input for economic well-
being.

• Education has mainly been considered as driver of labor productivity.

• What about its impact on growth through “innovation”?

• Major challenge: micro data on inventors and their educational 
backgrounds. 
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Finding:
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• What do these facts tell us about the talent (mis)allocation?

• What are the impacts of different policies on economic growth?
• R&D subsidy
• Education subsidy
• Funding more education slots

• Need for a new theoretical framework for education and innovation.













Impact of Different Policies

• R&D subsidy

• Education subsidy

• Funding more education slots











Policy Analysis



Finland



Parental Income vs Becoming Innovator: US, Finland



Parental Education and Parental Income



Parental Education and Becoming Inventor





Sample mean = 0.006. This implies MSc parent is 2.7 times more likely to have an inventor child.



IV: (log of) distance to the nearest university from the birth municipality of mother.



For daughters, the impacts are 6 - 13 folds (sample mean = 0.0016).



For sons, the impacts are 4 - 9 folds (sample mean = 0.0118).



1972 Schooling Reform

• Before 1968, students were sorted into academic grammar schools and work-
oriented civic schools after their four years of primary education. 

• In 1972 (transition until 1977), a new legislation merged these two tracks into a 
9-year comprehensive school including 6 years of basic education and 3 years 
of lower secondary education.

• During this time, teacher education was reformed radically to equip teachers 
with competences needed to take greater responsibilities, such as curriculum 
development and student assessment.

• First affected cohorts were born in 1961-1966 (taking transition into account.)



1972 Schooling Reform



Conclusion
• Education can increase the innovative capacity of a society.

• PhD education has the strongest impact on innovation.

• Parental resources seem to play a big role for innovation through access to 
education. 

• Less severe when credit is available.
• More severe when inequality is higher.

• Talent is crucial for innovation. Educating the right talents must be a priority.

• Pecking order of innovation policies: Education subsidy > R&D subsidy.

• Educated parents (causal) raise innovative kids.

• Finnish comprehensive schooling reform is associated with higher probability of 
becoming an inventor. 
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