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Using individuals’ life-cycle invention data, we investigate how graduate
education affects inventive performance and inventors’ ability to absorb and combine diverse
knowledge sources. We use the status of college labor markets as instrumental variables to control
for the endogeneity of educational choice, our primary instrumental variable being the difference
between the unemployment rate and its natural rate by academic field. We find that graduate
education, induced by the instrumental variables, significantly enhances inventive performance
(10-14%) and the scope of exploited knowledge, exceeding the levels implied by OLS. Graduate
education can have a significant causal effect on inventive capability and performance.
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