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• A symbiotic relationship between entrepreneurs and inventors is crucial for a vibrant, 
dynamic, and progressive society.

• Entrepreneurs: Commercialize inventions, bring innovative ideas to the market. This 
boosts inventors economic reward and potential.

• Inventors: They generate new technologies and products. Without their innovations, 
entrepreneurs lack the foundational advancements needed to create economic value.

The Journey from Ideas to Enterprises
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Research Questions

• Who becomes an entrepreneur? Who becomes an inventor? 

            

• How do policies shape economic growth by influencing the distribution of 

talent between these two roles?



Outline
• Data and Empirical Facts

• Data from Statistics Denmark (Universe of Danish economy)
• Very detailed micro-data 

• Education, parental background, IQ, occupation, firm performance.
• Firm-level data (matched employer-employee, revenue, innovation)
• 305,092 unique firms and 3.9 million unique individuals (450,000+ w/ IQ data)

• Facts on occupational sorting, innovative entrepreneurs and firm growth.
         

• Model Framework
• Novel model of innovation and firm dynamics with occupational choice and heterogenous 

entrepreneurial ability.
• Endogenous sorting, wages, and firm growth.
         

• Quantitative Results & Counterfactuals
• Counterfactuals on the importance of entrepreneurial/R&D worker talent allocation.
• Effect of R&D and education policy on talent allocation



Empirical Facts



• Probability of becoming:

• Entrepreneur: founder of a new firm

• R&D worker: working in an occupation with high patenting intensity

• Physics and Earth Science Professionals, Electrotechnology Professionals, Engineers, Life 

Science Professionals, Physics and Engineering Technicians, Pharmacy and Health, General 

Scientist, etc.

Variable Definitions
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• Multinomial Logistic Regression (baseline: production worker)

• Independent variables :

• IQ: quartile 1-4

• Education: college vs. no college

• Parents’ Income: Top half/ bottom half percentiles

• Parents’ Occupation: Entrepreneur, R&D, production, other

• Cohort controls

Variable Definitions
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• There are two types of entrepreneurs:
• Schoar (2010), Hurst and Pugsley (2012), Decker, Haltiwanger, Jarmin and Miranda (2014), 

Akcigit, Alp, Peters (2021)
            

• Subsistence (non-innovative) entrepreneurs:
• No intention and/or ability to grow 
• Want to keep the business within the family.
         

• Transformative (innovative) entrepreneurs:
• Create businesses with the intention to innovate and grow
• Create employment for other workers and value added for the economy.

• Who becomes an innovative entrepreneur?

• (Empirical definition) Innovative entrepreneur: Hires at least 1 R&D worker.

Entrepreneurial Heterogeneity
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Who Becomes a Transformative Entrepreneur?

Subsistence Entrepreneur



Who Becomes a Transformative Entrepreneur?

Subsistence Entrepreneur Transformative Entrepreneur



Probability of Becoming  Entrepreneur/Inventor

Transformative Entrepreneurs R&D Workers (inventors)



Probability of College Education

Family Income and Access to Education 
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Firm Life Cycle by Entrepreneurial Type

Innovative entrepreneurs are 57% larger (normalized) and 308% larger (unnormalized) by age 5.



Empirical Facts: Summary
Career Choice

R&D Workers vs Entrepreneurs
• R&D workers → Education and high IQ .
• Entrepreneurs → Entrepreneur parents .

Transformative vs. Subsistence Entrepreneurs
• Most are subsistence entrepreneurs; they do not hire R&D workers or produce patents.
• Education + high IQ → transformative entrepreneurs.

Education and Family Background
Schooling: Parental income and child IQ are strong predictors for college attendance.

Firm Dynamics
Performance: Transformative entrepreneurs create innovative firms and grow faster (steeper lifecycle).



Theory
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Structural Estimation



Calibration / 

Moment Matching 

– 

25 Parameters



Structural Estimation – Moment Matching



Goodness of Fit – Occupational Choice

Production Workers
  

R&D Workers
  

Subsistence Entrepreneurs Transformative Entrepreneurs



Structural Estimation – Untargeted Moments
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Role of Education

- Fewer Transformative Entrepreneurs: Education plays a crucial role in driving growth through 
entrepreneurship.

- Reduced R&D Worker: Individuals are less likely to pursue education when employment 
opportunities are scarce.



Removing Financial Frictions



Removing Financial Frictions

• More Transformative Entrepreneurs

• Direct Impact on R&D Workers: They have the opportunity to pursue education if they choose.

• Indirect (Synergistic) Impact on R&D Workers: Greater market demand for R&D workers leads to 
higher salaries.
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Synergy between Inventors and Entrepreneurs

Merely increasing the number of inventors is insufficient; 
there must be a corresponding rise in job opportunities created by transformative 

entrepreneurs to fully unlock their potential and drive maximum growth.
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Optimal Policy Mix



Mutual Dependence
• Inventors and entrepreneurs rely on each other for success.
• Good inventors drive entrepreneurship by creating valuable innovations.
• More entrepreneurs increase the market value of innovative ideas.
Key Factors for Inventors
• IQ and education are crucial for fostering inventive capabilities.
Key Factors for Entrepreneurs
• Having an entrepreneurial parent often influences the decision to become an entrepreneur.
• Entrepreneurs can be categorized into two types:

• Transformative Entrepreneurs: Those who bring new ideas and technologies to market.
• Subsistence Entrepreneurs: Those who focus on traditional business models and markets.

• Education and IQ are particularly important for transformative entrepreneurs.
Challenges in Talent Allocation
• Financial barriers can lead to the misallocation of talent: fewer inventors and fewer transformative entrepreneurs.
Policy Implications
• Policies should prioritize both the supply (inventors) and the demand side (innovative entrepreneurs) of innovation.
• Education policy is critical in developing the skills necessary for both inventors and innovative entrepreneurs.

Conclusion
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