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Schumpeterian Paradigm  

 Long run growth driven by innovation 

 Innovation driven by entrepreneurial 

investments (R&D…) which are 

themselves motivated by the prospect 

of monopoly rents 

 Innovation involves creative 

destruction: new innovations replace 

old technologies 



Schumpeterian Paradigm 

 Frontier innovation and imitation 

requires different sets of policies and 

institutions 

 Innovation requires: 

  removing all obstacles to competition 

and creative destruction 

  even greater emphasis on higher 

education 



Education and growth 

 Human capital as a factor of production (Lucas, 

Mankiw-Romer-Weil) 

 Human capital as a mean to speed up catch-up 

growth and to foster innovation (Nelson-Phelps) 



Enhancing productivity growth in 

emerging market economies 

 Foster technology transfers 

 Reallocate factors 

 Improve management practices 

 Education fosters those three levers 

of catch-up growth!! 





Wide variation in management: US and Japan leading, 

developing nations trailing (includes 2013 wave) 
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Average management scores across countries are 

strongly correlated with GDP per capita 

Data includes 2013 survey wave as of 9/20/2013. Africa data not yet included in the paper 
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Why state intervention in 

education?  

 Externalities 

 Contemporaneous 

 Integenerational 

 Growth externalities 

 Credit constraints 



Basic education 

 Quality, not just quantity, of 

investment matters 

 Hence the complementarity 

between investment and 

governance 

 Illustration 

 PISA and growth 





 



PISA and growth 

 



Years of schooling and growth 



The Finnish experience 

 Same chances for all 

 No early selection but instead 

tutorship system 

 Invest in teacher quality (Chetty et al.) 

 Good compromise between national 

standards and local autonomy 



Teaching methods 

 Avoid too vertical 

 Algan et al (2013) 

 Avoid too horizontal 

 Flawed Swedish reform 

 



Thus…. 

 Productivity growth in EMEs is 

fostered by better performing schools 

 Performance hinges on a combination 

between teacher quality, efficient 

tutorship and good synergy between 

central and local levels 



Enhancing innovation-based growth   

 - Investment in higher education 

 - Full liberalization of product market 

(creative destruction)  

 - Full liberalization of labor market 

(flexibility and training) 





Importance of graduate 

education and research 



                 Cross-country analysis 





Effect on Growth Rates for Shock to Research-Type Education Investment

Frontier State, High Autonomy vs. Low Autonomy Universities
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Figure 2: Relationship between expenditure per student and country performance















Thus…. 

 Innovation-based growth requires  

performing universities 

 Performance hinges on a combination 

between finance, autonomy, and 

competition for grants 



Conclusion 

 Catch-up growth requires high-quality 

primary and secondary education 

 Innovation-based growth also requires 

good research and graduate 

education 

 Complementarity between funding 

and governance 

 Importance of evaluation tests (PISA, 

Shanghai,…) 



Inclusive growth 

 Good-quality schooling  also enhances social 

mobility and reduces inequality…. 

 ….thereby favoring more inclusive growth!! 

 So does more competition and entry! 
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Interquartile Range (p25-75) in Mean Household Parent Income 1996-2000 

Upward Mobility vs. Inequality in CZ 

The “Great Gatsby” Curve Within the U.S. 

ρ = -0.475 

      (0.089) 




