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Alexander G. Bell

@ Inventor of the telephone (1876).

o Created Bell Telephone Company
(1877).

e By 1886: more than 150,000
people in U.S. own telephones.
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James L. Kraft

@ Invented a pasteurization
technique for cheese and
established his company.

@ Created Kraft Foods Inc.

@ His company grew into a
conglomerate responsible for
creating some of the United
States’ most popular food
products and employing more
than 100,000 people.
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Ralph Baer

o Created TV game unit with
paddle controls.

e Today, the video gaming
industry is worth $66 billion.
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Introduction

@ ... and the list goes on.

@ In addition to being very prolific inventors, these innovators had
something else in common:

@ They were all immigrants.

@ What determines the patterns of migration of highly skilled people?
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Taxes and International Migration: Anecdotes but Little
Evidence

@ Is the “brain drain” in response to taxes real? Lots of anecdotes:

» NYT, 2013: ‘The Myth of the Rich Who Flee From Taxes"

» Forbes, 2 days later: “Sorry New York Times, Tax Flight of the Rich Is
Not a Myth.”

» Famous people migrating for tax reasons? Rolling Stones to France (!),
David Bowie to Switzerland, Rod Stewart to California, Sting to Ireland,
Gerard Depardieu’s Russian citizenship, Edoardo Saverin (facebook
co-founder) to Singapore, ...

@ Scarcity of rigorous evidence due to a lack of international panel data.
» Exceptions: Kleven, Landais and Saez (2013) on football players.
o This paper: study the effect of taxes on the international mobility of

inventors.
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Study the Effects of Taxes on Migration using Patent Data

@ Use a unique international panel data to overcome challenges:

» Patent data from the USPTO and EPO, 1977-2000.

» Track inventors in 8 big patenting countries: CA, CH, DE, FR, IT, JP,
UK, US through residential addresses.

@ Study effects of top tax rates on “superstar”’ inventors' locations.
o Patent data gives direct measures of inventor quality.

@ Detailed controls for counterfactual earnings in each potential location.

Three levels of analysis:

© Macro country-year level migration flows (country-by-year variation).
@ Country case studies (quasi-experimental variation from reforms).

© Micro inventor level location choice model
(differential impact of top MTR within country-year.
Inventor quality — 1 propensity to be treated).
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Superstar Inventors in a Highly Skewed Quality Distribution
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Preview of Findings

@ Superstar top 1% inventors’ location choice significantly affected by top
tax rates.

o If have worked for multinationals more sensitive to tax differentials.

o If company has localized research activity, less sensitive.
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Outline

@ Data and Inventor Quality Measures

© Macro Country-year Level Migration Flows

© Country Case Studies: Quasi-experimental variation
@ Micro Inventor Level Location Choice Model

© Robustness and Extensions
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Outline

@ Data and Inventor Quality Measures
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Three Data sources: DID, EPO, PCT

@ Inventors: employees, researchers, self-employed.

@ “Assignee” is legal owner (firm or individual), can be # from inventor.
Focus on employees.
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Main Data: Disambiguated Inventor Data
@ USPTO: 4.2 million patent records, 3.1 million inventors in 1975-2010.
@ 18% of worldwide direct patent filings (26% of all patents).
e Disambiguated names with residential addresses (Lai et al., 2012).
Additional Data 1: European Patent Office (EPO) data

@ Very recent disambiguation, higher representation of EU patents.

Additional Data 2: Patent Cooperation Treaty (PCT) data
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Inventor Quality Measures and Ranking
Patent quality increases inventor income, directly and indirectly.
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Inventor Quality Measures and Ranking

Quality measures
(dynamic and lagged)

@ Citations-weighted patents
(benchmark)

@ Patent count
© Average citations per patent
© Max citations per patent

@ Patent breadth (claims-weighted
patents)

@ Impact breadth (# tech classes
citing patent).
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Inventor Quality Measures and Ranking

Quality measures
(dynamic and lagged)

@ Citations-weighted patents
(benchmark)

@ Patent count
© Average citations per patent
© Max citations per patent

@ Patent breadth (claims-weighted
patents)

@ Impact breadth (# tech classes
citing patent).

— Dynamic, Persistent, Life-time
ranking

Inventor Ranking

@ Group countries by patenting
intensity (robust):
1. US., 2. JP, 3. EU + CA

@ Assign inventors to group based
on home country.
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\
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Link between Inventor Quality and Income in IRS data

Income ($)

>

citations
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Income ($)

income = 200,000 +1,400 * citations

200,000

>

citations

Source: Bell et al. (2015). 15 | a4
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Link between Inventor Quality and Income in Swedish and
Finnish Admin data

Income (SEK)
'y 1,171,600

citations

Source: Olof Ejermo and Otto Toivaannen.
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Survey Income Distributions 4+ Link Quality-Income
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Migration Elasticities to Top Marginal Tax Rates
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Effective top MTRs from Piketty, Saez, and Stantcheva (2014) (90 top MTR changes).
@ "Success tax,” focal policy tool.

@ "Reduced-form"” elasticity: MTR = instrument for ATR. Exogenous to income.
@ Firm and worker responses, institutional features (e.g.: visas).

@ Other taxes? 1) sample of employees only, 2) check corporate & capital gains

tax, 3) lower bound. i



Outline

© Macro Country-year Level Migration Flows
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Top (1 — 7) and % of Domestic Inventors in Home Country
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(a) Top quality inventors (b) Low quality inventors

Additional macro level results in the paper:
@ Domestic and Foreign inventors.
@ For different quality levels, in different datasets.

@ With leads and lags.
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Top (1 — 7) and % of Foreign Inventors
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(a) Top quality inventors (b) Low quality inventors

Log outcomes at the country-year level. Partial residual plots controlling for country’s
patent stock, GDP per capita, country fixed effects, year fixed effects. Elasticities reported
(standard errors clustered at the country level).
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Cross-country Summary:
Top (1 — 7) and % of domestic and foreign inventors

Benchmark DID PCT
Top 25% inventors Bottom 50% inventors All inventors
(1) 2) ®3)
Domestic Elasticity 0.080*** -0.013 0.074*
(0.009) (0.022) (0.038)
Foreign Elasticity 0.473*** 0.222 0.984*
(0.084) (0.190) (0.483)
(Domestic) Observations 192 192 244
(Foreign) Observations 191 188 238

Regressions control for country fixed effects, year fixed effects, log GDP per capita and log
number of patents in the country in that year.
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Outline

© Country Case Studies: Quasi-experimental variation

23| 44



Russian Inventors’ Migration and Top Tax Rates
Pre and Post Soviet Union Collapse
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Top Quality versus Low Quality Russian Inventors’ Migration
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Elasticities:

(1) [6))
Top 1% Top 1-50%

Pre Soviet Union collapse 0.0878 0.0779
(0.193) (0.131)
Post Soviet Union collapse 1.154*** 0.398**
(0.263) (0.191)

Observations 192 192
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Case Study: U.S. TRA 1986
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Case Study: U.S. TRA 1986
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Case Study: Denmark’s 1992 Preferential Tax Reform
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Outline

@ Micro Inventor Level Location Choice Model
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Pr(yi = c) = f(a, log (1 —top MTRL,) + Bexei + fXcri + {Xet)
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Pr(yi = c) = f(ar, log (1 — top I\/ITRQt) + Bexei + Xeti + {Xet)

x¢: individual covariates (x country FE), control for counterfactual
earnings. Age, tech field, works for multinational, ranking

+ quality x country FE

+ quality X country FE X trend

+ quality x country FE x trend x tech field.
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Pr(yi = c) = f(ar, log (1 — top I\/ITRQt) + Bexei + Xeti + {Xet)

x¢;: individual covariates (< country FE), control for counterfactual
earnings. Age, tech field, works for multinational, ranking

+ quality x country FE

+ quality X country FE X trend

+ quality x country FE x trend x tech field.

Xeti: individual-country pair covariates: home dummy, patent stock in
inventor's tech field, distance, common language.

Xct: country covariates.

Country-by-year variation: patent stock, GDP per capita, country FEs,
year FEs, country-specific time trends.

» Contemporaneous country-specific policies?

» Loads general equilibrium effects and sorting on coefficient of top tax
(e.g.: inflow of higher ability inventors could displace low ability inventors
if rigid demand).
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MTR (MTR ~ ATR).
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Choice of the Control Group?

Income ($)

citations

Trade-off in the choice of the control group.
— Provide set of effects of (1 — MTR) on all quality groups.

— Provide elasticity of top 1% relative to several control groups
g € {top 5-10%, top10-25%, below top 25%}.
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Country-by-year Variation and General Equilibrium Effects

) (2 ®3) (4)
Log Retention Rate x Top 1 0.894** 0.895%** 0.969*** 0.955***
(0.206) (0.208) (0.210) (0.212)
Log Retention Rate x Top 1-5 0.443*** 0.452%** 0.522%* 0.502%**
(0.133) (0.134) (0.133) (0.134)
Log Retention Rate x Top 5-10 0.148 0.162 0.233** 0.209*
(0.114) (0.114) (0.111) (0.112)
Log Retention Rate x Top 10-25 -0.123 -0.0987 -0.0222 -0.0460
(0.0934) (0.0933) (0.0890) (0.0895)
Log Retention Rate x Below Top 25 -0.405*** -0.349*** -0.267** -0.278**
(0.113) (0.119) (0.119) (0.120)
Qualityx Country FE NO YES YES YES
Quality x Country FE x Year NO NO YES YES
Quality x Country FEx YearxField FE NO NO NO YES
Domestic elasticity .02 .02 .024 .024
s.e (.0047) (.0047) (.005) (.005)
Foreign elasticity .75 754 811 811
s.e (.174) (.175) (.177) (.177)
Observations 8644280 8616336 8616336 8616336
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Superstars vs. Non-Superstars

Q) 2 (3) (4)
Log Retention Rate x Top 1 1.376*** 1.508*** 1.451%** 1.404***
(0.478) (0.486) (0.489)
Log Retention Rate x Top 1-5 0.926** 1.065** 1.004** 0.950
(0.449) (0.455) (0.458) (0.457)
Log Retention Rate x Top 5-10 0.629 0.773* 0.713 0.654
(0.449) (0.455) (0.457) (0.456)
Log Retention Rate x Top 10-25 0.357 0.511 0.454 0.396
(0.441) (0.447) (0.448) (0.447)
Log Retention Rate x Below Top 25 0.0775 0.263 0.210 0.166
(0.444) (0.451) (0.449) (0.449)
Qualityx Country FE NO YES YES YES
Quality x Country FE x Year NO NO YES YES
Quality x Country FEx YearxField FE NO NO NO YES
Control: Top 5-10 Domestic elasticity .02 .02 .02 .02
s.e (.005) (.005) (.005) (.005)
Foreign elasticity .63 .62 .62 .63
s.e (.18) (.18) (.19) (.19)
Control: Top 10-25 Domestic elasticity .03 .02 .02 .02
s.e (.005) (.005) (.005) (.005)
Foreign elasticity .85 .84 .83 .84
s.e (.18) (.18) (.18) (.18)
Control: Below Top 25 Domestic elasticity .03 .03 .03 .03
s.e (.005) (.005) (.006) (.006)
Foreign elasticity 1.09 1.05 1.04 1.04
s.e (.190) (.196) (.201) (.203)
Observations 8644280 8616336 8616336 8616336
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s.e (.005) (.005) (.006) (.006)
Foreign elasticity 1.09 1.05 1.04 1.04
s.e (.190) (.196) (.201) (.203)
Observations 8644280 8616336 8616336 8616336
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Superstars vs. Non-Superstars

Q) 2 (3) (4)
Log Retention Rate x Top 1 1.376*** 1.508*** 1.451%** 1.404***
(0.478) (0.486) (0.489) (0.489)
Log Retention Rate x Top 1-5 0.926** 1.065** 1.004** 0.950**
(0.449) (0.455) (0.458) (0.457)
Log Retention Rate x Top 5-10 0.629 0.773* 0.713 0.654
(0.449) (0.455) (0.457) (0.456)
Log Retention Rate x Top 10-25 0.357 0.511 0.454 0.396
(0.441) (0.447) (0.448) (0.447)
Log Retention Rate x Below Top 25 0.0775 0.263 0.210 0.166
(0.444) (0.451) (0.449) (0.449)
Qualityx Country FE NO YES YES YES
Quality x Country FE x Year NO NO YES YES
Quality x Country FEx YearxField FE NO NO NO YES
Control: Top 5-10 Domestic elasticity .02 .02 .02 .02
s.e (.005) (.005) (.005) !WTI
Foreign elasticity .63 .62 .62 .63
s.e (.18) (.18) (.19) (.19)
Control: Top 10-25 Domestic elasticity .03 .02 .02 .02
s.e (.005) (.005) (.005) (.005)
Foreign elasticity .85 .84 .83 .84
s.e (.18) (.18) (.18) (.18)
Control: Below Top 25 Domestic elasticity .03 .03 .03 .03
s.e (.005) (.005) (.006) (.006)
Foreign elasticity 1.09 1.05 1.04 1.04
s.e (.190) (.196) (.201) (.203)
Observations 8644280 8616336 8616336 8616336
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Superstars vs. Non-Superstars

Q) 2 (3) (4)
Log Retention Rate x Top 1 1.376*** 1.508*** 1.451%** 1.404***
(0.478) (0.486) (0.489) (0.489)
Log Retention Rate x Top 1-5 0.926** 1.065** 1.004** 0.950**
(0.449) (0.455) (0.458) (0.457)
Log Retention Rate x Top 5-10 0.629 0.773* 0.713 0.654
(0.449) (0.455) (0.457) (0.456)
Log Retention Rate x Top 10-25 0.357 0.511 0.454 0.396
(0.441) (0.447) (0.448) (0.447)
Log Retention Rate x Below Top 25 0.0775 0.263 0.210 0.166
(0.444) (0.451) (0.449) (0.449)
Qualityx Country FE NO YES YES YES
Quality x Country FE x Year NO NO YES YES
Quality x Country FEx YearxField FE NO NO NO YES
Control: Top 5-10 Domestic elasticity .02 .02 .02 .02
s.e (.005) (.005) (.005) (.005)
Foreign elasticity .63 .62 .62 .63
s.e (.18) (.18) (.19) (.19)
Control: Top 10-25 Domestic elasticity .03 .02 .02 .02
s.e (.005) (.005) (.005)
Foreign elasticity .85 .84 .83
s.e (.18) (.18) (.18)
Control: Below Top 25 Domestic elasticity .03 .03 .03
s.e (.005) (.005) (.006) 006
Foreign elasticity 1.09 1.05 1.04 1.04
s.e (.190) (.196) (.201) (.203)
Observations 8644280 8616336 8616336 8616336
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Implied Migration Elasticities across Countries

Country Domestic Foreign % change % change
elasticity elasticity in domestic inventors in foreign inventors
United States 0.003 0.97 0.1% 18.3%
Great Britain 0.37 1.23 8.1% 27.1%
Canada 0.31 1.23 6.0% 23.6%
Germany 0.05 1.21 1.4% 33.8%
France 0.12 1.23 4.4% 43.5%
Italy 0.13 1.23 3.0% 27.4%
Japan 0.01 1.23 0.2% 25.2%
Switzerland 0.18 1.23 4.1% 27.9%

Columns 3, 4: Implied % change after 10 pp decline in top tax rates in 2000.

33 | 44



Implied Economic Gains across Countries (in million USD)

Small Patent Value Large Patent Value

5% points 10% points 5% points 10% points
Country

tax change tax change tax change tax change
United States 58.0 116.1 1,225.5 2,451.0
Great Britain 16.4 32.7 345.5 691.0
Canada 17.6 35.1 370.6 741.3
Germany 17.7 35.4 373.2 746.5
France 10.9 21.7 229.1 458.3
Ttaly 3.0 5.9 62.7 125.3
Japan 8.5 17.0 180.0 360.0
Switzerland 5.5 11.0 116.0 232.0

d(1— 1)

dVe = x (€5 x N9 +¢€$ x NI) x N, x V,

(1— 1)
o Small Patent Value: 2.7 mIn USD; Large Patent Value: 57 min USD.
@ Spillovers? Patent breadth?
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The Role of Com

panies
m 2
Log Retention Rate x Top 1 1.400*** 0.980*
(0.500) (0.537)
Log Retention Rate x Top 1-5 0.868* 0.548
(0.473) (0.493)
Log Retention Rate x Top 5-10 0.514 0.199
(0.473) (0.491)
Log Retention Rate x Top 10-25 0.181 -0.0974
(0.468) (0.481)
Log Retention Rate x Below Top 25 -0.254 -0.560
(0.472) (0.485)
Log Retention Rate x Not Multinational
Log Retention Rate x Activity abroad -1.470***
(0.137)
Quality x Country FE YES YES
Quality x Country FE x Year YES YES
Quality x Country FEx YearxField FE YES YES
Control: Top 5-10 Domestic elasticity 018 011
s.e (.0045) (.0047)
Foreign elasticity 809 420
se (:201) (.154)
Control: Top 10-25 Domestic elasticity 024 .016
s.e (.0045) (.0046)
Foreign elasticity 1.113 579
se (.197) (.151)
Control: Below Top 25 Domestic elasticity 034 .027
se (.0047) (.0049)
Foreign elasticity 1.511 .828
s.e (.211) (.159)
Observations 7059856 6168504
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The Role of Companies

(1 2
Log Retention Rate x Top 1 1.400%** 0.980*
(0.500) (0.537)
Log Retention Rate x Top 1-5 0.868* 0.548
(0.473) (0.493)
Log Retention Rate x Top 5-10 0.514 0.199
(0.473) (0.491)
Log Retention Rate x Top 10-25 0.181 -0.0974
(0.468) (0.481)
Log Retention Rate x Below Top 25 -0.254 -0.560
(0.472) (0.485)
Log Retention Rate x Not Multinational -0.216*
(0.129)
Log Retention Rate x Activity abroad
Quality x Country FE YES YES
Quality x Country FE x Year YES YES
Quality x Country FEx YearxField FE YES YES
Control: Top 5-10 Domestic elasticity 018 011
s.e (.0045) (.0047)
Foreign elasticity 809 420
se (:201) (.154)
Control: Top 10-25 Domestic elasticity 024 .016
s.e (.0045) (.0046)
Foreign elasticity 1.113 579
se (.197) (.151)
Control: Below Top 25 Domestic elasticity .034 .027
se (.0047) (.0049)
Foreign elasticity 1.511 .828
s.e (.211) (.159)
Observations 7059856 6168504
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Outline

© Robustness and Extensions

26 | 44



Robustness checks and Extensions
@ Alternative quality measures:

> All the other 5 measures (based on citations, patent breadth, breadth of
impact...)

» “Life time" or “persistent’” quality measures.

@ Unbalanced nature of the data: selection based on patenting?

» Use patent counts as quality measure — does not drive results.
» Imputing data for missing years.

» Heckman selection model on U.S.-Canada exploiting 1994 reform.

(]

Long term vs. Short term mobility.

Repeat everything on European Patent Office data.

Drop all inventors who ever move to U.S. from DID and EPO data.

37 | 44



Alternative Quality Measures and Imputing Data

Alternative quality Measures

Imputing location

0] 2 (3) (4) ©)
Log Retention Rate x Top 1 1.363***  0.326  2.559*** 1.696*** 1.532%*
(0.475)  (0.518)  (0.498)  (0.489) (0.434)
Log Retention Rate x Top 1-5 1.131* 0.489  2.097*** 1.313*** 1.153***
(0.455)  (0.454)  (0.456)  (0.455) (0.402)
Log Retention Rate x Top 5-10 0.700 0.476  1.398***  0.738 0.940**
(0.460)  (0.445)  (0.452)  (0.454) (0.397)
Log Retention Rate x Top 10-25 0.415 0.594 0.738* 0.328 0.747*
(0.450)  (0.441)  (0.446)  (0.448) (0.390)
Log Retention Rate x Below Top 25 -0.0895 1.441***  0.183 0.123 0.810**
(0.512)  (0.444) (0.445)  (0.448) (0.389)
Qualityx Country FE YES YES YES YES YES
Quality x Country FE x Year YES YES YES YES YES
Quality x Country FEx YearxField FE YES YES YES YES YES
Control: Top 5-10 Domestic elasticity 013 -.001 .011 .021 .015
s.e (.004)  (.0042)  (.0024)  (.0055) (.0054)
Foreign elasticity 552 -.134 1.118 .84 .506
s.e (167)  (249)  (262)  (.224) (.188)
Control: Top 10-25 Domestic elasticity .019 -.003 .015 .028 .019
s.e (.0038)  (.0042)  (.0024)  (.0052) (.0053)
Foreign elasticity 788 -.241 1.752 1.199 672
s.e (162)  (249)  (.254)  (.212) (.182)
Control: Below Top 25 Domestic elasticity .029 -.018 .021 .034 .018
se (.0061)  (.0045)  (.0023)  (.0051) (.0054)
Foreign elasticity 1.209 -1.008 2.286 1.378 617
s.e (.258) (:27) (.248) (.207) (.185)
Observations 8616336 8616336 8616336 8616336 17173520




Breadth of Impact and Patent breadth

(1) 2

Log Retention Rate x Top 1 1.335%* 1.113**
(0.517) (0.500)

Log Retention Rate x Top 1-5 1.180* 0.856*
(0.488) (0.462)

Log Retention Rate x Top 5-10 1.029** 0.598
(0.478) (0.450)

Log Retention Rate x Top 10-25 0.734 0.437
(0.474) (0.445)

Log Retention Rate x Below Top 25 0.624 0.179
(0.471) (0.444)

Qualityx Country FE YES YES

Quality x Country FE x Year YES YES

Quality x Country FEx YearxField FE YES YES

Control: Top 5-10 Domestic elasticity .007 .015
s.e (.0047) (.0068)

Foreign elasticity 269 .429

s.e (.203) (.205)

Control: Top 10-25 Domestic elasticity .012 .018
s.e (.0047) (.0068)

Foreign elasticity 527 563

s.e (.2) (.204)

Control: Below Top 25 Domestic elasticity .015 .026
s.e (.005) (.0074)

Foreign elasticity 623 N

s.e (:22) (.22)
Observations 8616336 8616336
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Heckman Selection Model

@ Binary Heckman selection model on U.S.- or Canadian inventors.

» Reason: Theoretical and practical difficulty of multinomial choice with
selection.

@ Dependent variable is 1 if inventor locates in the U.S.

@ Selection on the extensive margin: patent or not.

@ Exploit the "Patent Term and Publication Reform Act of 1994" reform:
change in patent terms.

» Patent term of 17 years counted from grant year changed to 20 years from
application year.

» In data, patent grant period is 2 years so effective increase in patent
protection length.

» First stage: increases probability of patenting.

» Especially binding in industries with long patent lifecycle (e.g., pharma)

based on patent renewal data.
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Results: Heckman Selection Model on Canada-U.S.

O] @)
Probit Selection
US log retention rate x Top 1 1.302%** 1.303***
(0.283) (0.283)
US log retention rate x Top 1 -5 0.281 0.280
(0.201) (0.201)
US log retention rate x Top 5 - 10 0.202 0.199
(0.156) (0.156)
US log retention rate x Top 10 - 25 0.171 0.168
(0.121) (0.122)
US log retention rate x Below top 25 -0.0314 -0.0359
(0.120) (0.120)
First stage
Post reform (1994) dummy 0.0882***
(0.0288)
Observations 568749 1160136
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Long-term Mobility: Moving Abroad without Moving Back

M (2) ()
Log Retention Rate x Top 1 2.600*** 2.285%** 2.168***
(0.781) (0.798) (0.817)
Log Retention Rate x Top 1-5 2.273%%* 1.677* 1.687**
(0.749) (0.772) (0.742)
Log Retention Rate x Top 5-10 1.705** 1.265* 1.296*
(0.749) (0.763) (0.728)
Log Retention Rate x Top 10-25 1.211 0.997 1.009
(0.742) (0.760) (0.721)
Log Retention Rate x Below Top 25 1.067 0.549 0.563
(0.741) (0.767) (0.726)
Log Retention Rate x Not Multinational -0.148
(0.165)
Log Retention Rate x Activity abroad -1.636***
(0.190)
Quality x Country FE YES YES YES
Quality x Country FE x Year YES YES YES
Quality x Country FEx YearxField FE YES YES YES
Control: Top 5-10 Domestic elasticity .012 011 .007
s.e (.0042) (.0032) (.0038)
Foreign elasticity N 954 458
se (27) (:279) (:218)
Control: Top 10-25 Domestic elasticity 021 013 .009
se (.0041) (.0031) (.0037)
Foreign elasticity 1.206 1.204 .61
se (:254) (271) (.215)
Control: Below Top 25 Domestic elasticity 022 019 .014
s.e (.0041) (.0033) (.0038)
Foreign elasticity 1.331 1.624 .846
se (:259) (-288) (:223)
Observations 8413144 6880848 6011504
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Benchmarks results with the EPO data

Benchmark Alternative quality Measures
) () (3) (4) (5)

Log Retention Rate x Top 1 0.978*** 1.145%* 2257 1.737%* 0.188
(0.320) (0.285) (0.358) (0.313) (0.317)

Log Retention Rate x Top 1-5 0.954*** 0.944**  1.626***  1.054**  0.492**
(0.240) (0.232)  (0.261)  (0.253)  (0.229)
Log Retention Rate x Top 5-10 0.840*** 0.741***  1.352***  0.956™**  0.647***
(0.230) (0.243) (0.247) (0.243) (0.219)
Log Retention Rate x Top 10-25 0.295 0.347 0.888***  0.445**  0.989***
(0.224) (0.233)  (0.234)  (0.226)  (0.213)
Log Retention Rate x Below Top 25 0.196 0.0189 0.00663 -0.0526 1.312%**
(0.264) (0.593) (0.228) (0.248) (0.256)

Qualityx Country FE YES YES YES YES YES

Quality x Country FE x Year YES YES YES YES YES

Quality x Country FEx YearxField FE YES YES YES YES YES

Control: Top 5-10 Domestic elasticity .001 .007 .004 .014 -.009
se (.0057) (.0042)  (.0016)  (.0048)  (.0048)

Foreign elasticity 136 395 902 765 -.450

s.e (:273) (.253) (.311) (.259) (.268)

Control: Top 10-25 Domestic elasticity 014 .012 .007 .021 -.014
s.e (.0054) (.0038) (.0016) (.0047) (.0047)

Foreign elasticity .667 .780 1.366 1.269 -.782

s.e (.266) (:235) (.307) (.247) (.265)

Control: Below Top 25  Domestic elasticity .02 .02 .012 .032 -.019
s.e (.0065) (.0096)  (.0016)  (.0049)  (.0057)

Foreign elasticity 763 1.102 2.242 1.756 -1.099

s.e (.308) (.583) (.302) (.26) (.319)
Observations 8461393 8461393 8461393 8461393 8461393
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Conclusion

Superstar inventors react to top tax rates — elasticities are not large.

» Comparing superstars to non-superstars for identification.
@ Those who worked for multinationals most sensitive.
@ Career concerns seem to matter for location.

@ Very promising data, for a wide range of other questions in PF.

Open Question: What is the economic costs from taxation when
including the migration margin and potential spillovers from inventors?
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Disambiguated Inventor Data (DID)

@ USPTO: 4.2 million patent records, 3.1 million inventors in 1975-2010.
@ 18% of worldwide direct patent filings (26% of all patents).

o Filing propensities: US-58%, CA-48%,GB-19%, DE-16%, 1T-20%,
JP-13%, FR-17%, CH-12%.

@ 8 countries account for 89% of patents (US-55%, CA-2.3%,GB-3%,
DE-7.6%, 1T-1.2%, JP-19.6%, FR-2.9%, CH—1.3%).

@ Largest migration corridors are UK-US, CA-US. Very small migration
corridors but lots of patenting: JP-US, CH-US.

@ Disambiguated inventors’' names with residential addresses.
@ Info on assignees and patent characteristics from NBER patent data.
@ “Home" is country where inventor first observed. (Alternative: ethnicity

data).
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Additional Data Sources: EPO and PCT

e European Patent Office (EPO) Data.

» Higher representation of European patents:

» Canada 1.3%, Switzerland 3.3%, Germany 23.7%, France 7.7%, Great
Britain 6.2%, Italy 3.8%, Japan 16.4%, U.S. 27.5%.

» Very recent disambiguation
o Patents filed under Patent Cooperation Treaty (PCT).

» 1980-2004

» 54% of international patent applications and 8% of worldwide filings.

> Not yet a panel data, but has nationality info.
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Disambiguated Inventor Data Summary Stats

Variable Average
Patents of Superstar (Top 1%) Inventors 54
Patents of Superstar (Top 5%) Inventors 29.3
Patents of Non-superstar (Below Top 5%) Inventors 3.5
Average patents per year while in sample 1.5
Max citations per patent of Superstar (Top 1%) Inventors 147
Max citations per patent of Superstar (Top 5%) Inventors 100
Max citations per patent of Non-superstar (Below Top 5%) Inventors 24
Number of Patents (per country per year) 12,454
Number of Inventors (per country per year) 17,275
Number of Co-Inventors per patent 1.2
Number of immigrants (per country per year) 102
# of immigrants per year to the U.S. 439
# of immigrants per year to CA 71.2
# of immigrants per year to CH 50.3
# of immigrants per year to DE 78.6
# of immigrants per year to FR 37.9
# of immigrants per year to GB 87.3
# of immigrants per year to IT 12.12
# of immigrants per year to JP 34.5
% Superstar (Top 1%) Inventors who move over life in sample 4.6%
% Superstar (Top 5%) Inventors who move over life in sample 3.6%
% Non-superstar (Below 5%) Inventors who move over life in sample 0.7%
Average duration of stay in years conditional on move (sample) 5.3
% of inventors who are employees 83.2%
% of employees who work for multinationals 5%
Average years between first and last patent in sample 12
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Constructing Quality Measures for Inventors (I1)

Correlation between different quality measures:

TABLE 1: CORRELATION MATRIX FOR THE FOUR QUALITY MEASURES

per patent

Citations-weighted Number of Average citations Max citations
patent number patents per patent per patent

Citations-weighted 1

patent number

Number of 071 1

patents

Average citations 031 0.03 1

per patents

v e

lax citations 0.62 0.36 075

Notes: The correlations between different dynamic measures of the inventor’s quaility are computed across inventors

for the period 1977-2000. The data includes inventors in 8 countries: Canada, France, Germany, Great Britain,

Italy, Japan, Switzerland, and the United States. The sample contains 3,422,865 observations with 1,439,129 unique

inventors.
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Constructing Quality Measures for Inventors (I11)

Patent breadth and breadth of impact measures by inventor quality:

Breadth of impact Patent breadth
Top 1% 20.15 500.50
Top 1-5% 12.16 225.48
Top 5-10% 8.52 142.71
Top 10-25% 5.72 88.31
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EPO Data Summary Statistics

Variable Average
Patents of Superstar (Top 1%) Inventors 46.3
Patents of Superstar (Top 5%) Inventors 23.1
Patents of Non-superstar (Below Top 5%) Inventors 2.2
Average patents per year while in sample 1.5
Max citations per patent of Superstar (Top 1%) Inventors 34.1
Max citations per patent of Superstar (Top 5%) Inventors 23.2
Max citations per patent of Non-superstar (Below Top 5%) Inventors 4.5
Number of Patents (per country per year) 5,011
Number of Inventors (per country per year) 7,797
Number of Co-Inventors (per patent) 14
Number of immigrants (per country per year) 30.5
# of immigrants per year to the U.S. 150.4
# of immigrants per year to CA 14.7
# of immigrants per year to CH 35.6
# of immigrants per year to DE 56.3
# of immigrants per year to FR 31.7
# of immigrants per year to GB 39.1
# of immigrants per year to IT 13.5
# of immigrants per year to JP 19.7
% Superstar (Top 1%) Inventors who move over life in sample 3.7%
% Superstar (Top 5%) Inventors who move over life in sample 2.6%
% Non-superstar (Below 5%) Inventors who move over life in sample 0.2%
Average duration of stay in years conditional on move (sample) 4.9
% of inventors who are employees 94%
Average years between first and last patent in sample 6.9
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Tax leads
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Heckman Selection model on Canada-U.S, on industries

with long patent life cycles

W @
Probit Selection
US log retention rate x Top 1 0.879** 0.880**
(0.361) (0.361)
US log retention rate x Top 1 -5 0.354 0.352
(0.237) (0.237)
US log retention rate x Top 5 - 10 -0.0796 -0.0844
(0.214) (0.214)
US log retention rate x Top 10 - 25 -0.319* -0.326*
(0.190) (0.190)
US log retention rate x Below top 25 -0.447* -0.455"
(0.178) (0.178)
First stage
Post reform (1994) dummy 0.152***
(0.0396)
Observations 316262 634381
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Corporate and capital gains taxes

) 2)
Log Retention Rate x Top 1 0.885*** 1.048***
(0.219) (0.338)
Log Retention Rate x Top 1-5 0.426*** 0.614**
(0.143) (0.242)
Log Retention Rate x Top 5-10 0.148 0.0496
(0.122) (0.230)
Log Retention Rate x Top 10-25 -0.150 -0.266
(0.0994) (0.217)
Log Retention Rate x Below Top 25 -0.403*** -0.695***
(0.133) (0.253)
Log Retention Rate for the corporate tax -0.0409
(0.131)
Log Retention Rate for the capital gains tax 0.0593
(0.189)
Qualityx Country FE YES YES
Quality x Country FE x Year YES YES
Quality x Country FEx YearxField FE YES YES
Domestic elasticity .019 .029
s.e (.0051) (.0086)
Foreign elasticity 674 929
s.e (.178) (.285)
Observations 7981840 5185568
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Dropping movers to the US

@) [€) () ()
Log Retention Rate x Top 1 2.151%** 2.633*+* 2.800*** 2.773*+*
(0.833) (0.823) (0.845) (0.845)
Log Retention Rate x Top 1-5 1.678"* 2.080*** 2.243%* 2.198***
(0.707) (0.696) (0.723) (0.727)
Log Retention Rate x Top 5-10 1.571** 1.898*** 2.056*** 1.996***
(0.699) (0.685) (0.715) (0.719)
Log Retention Rate x Top 10-25 1.295* 1.501** 1.655"* 1.592**
(0.668) (0.652) (0.684) (0.689)
Log Retention Rate x Below Top 25 0.778 0.617 0.758 0.706
(0.674) (0.654) (0.687) (0.691)
Qualityx Country FE NO YES YES YES
Quality x Country FE x Year NO NO YES YES
Quality x Country FEx YearxField FE NO NO NO YES
Control: Top 5-10 Domestic elasticity .003 .004 .004 .004
s.e (.003) (.003) (.003) (.003)
Foreign elasticity .58 73 .74 .78
s.e (.527) (.530) (.527) (.519)
Control: Top 10-25 Domestic elasticity .004 .006 .005 .006
s.e (.003) (.003) (.003) (.003)
Foreign elasticity .85 1.13 1.14 1.18
s.e (.504) (.510) (.504) (.501)
Control: Below Top 25 Domestic elasticity .01 .01 .01 .01
s.e (.003) (.003) (.003) (.003)
Foreign elasticity 1.37 2.01 2.03 2.06
s.e (.511) (.518) (.515) (.510)
Observations 8590472 8562680 8562680 8562680
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Non-employees, additional OECD countries and country

ranking

(1) (2) (3)
Log Retention Rate x Top 1 1.404*** 1.266™* 1.381%**
(0.489) (0.456) (0.489)

Log Retention Rate x Top 1-5 0.950"* 0.846* 0.963**
(0.457) (0.429) (0.456)

Log Retention Rate x Top 5-10 0.654 0.486 0.724
(0.456) (0.428) (0.455)

Log Retention Rate x Top 10-25 0.396 0.268 0.386
(0.447) (0.422) (0.449)

Log Retention Rate x Below Top 25 0.166 0.156 0.247
(0.449) (0.423) (0.451)

Quality x Country FE YES YES YES
Quality x Country FE x Year YES YES YES
Quality x Country FEx YearxField FE YES YES YES

Control: Top 5-10 Domestic elasticity .016 022 .015
s.e (.0051) (.0051) (.0046)

Foreign elasticity .628 .661 .560

s.e (.185) (.157) (.188)

Control: Top 10-25 Domestic elasticity .024 .03 .02
s.e (.0051) (.0051) (.0046)

Foreign elasticity .843 843 .85

s.e (.182) (.155) (.188)

Control: Below Top 25 Domestic elasticity .028 .032 .025
s.e (.0056) (.0057) (.0051)

Foreign elasticity 1.037 937 969

s.e (.203) (.17) (.205)
Observations 8616336 15458826 8616336
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EPO, Dropping movers to the US

1 [©) () ()
Log Retention Rate x Top 1 1.129*** 1.641%** 1.527* 1.500%**
(0.419) (0.422) (0.441) (0.444)
Log Retention Rate x Top 1-5 1.270*** 1.662*** 1.534*** 1.484***
(0.287) (0.285) (0.309) (0.312)
Log Retention Rate x Top 5-10 0.778*** 1.049*** 0.904*** 0.850***
(0.258) (0.252) (0.276) (0.278)
Log Retention Rate x Top 10-25 0.509** 0.548** 0.379 0.326
(0.252) (0.245) (0.276) (0.278)
Log Retention Rate x Below Top 25 0.123 -0.259 -0.474 -0.525
(0.305) (0.293) (0.322) (0.324)
Qualityx Country FE NO YES YES YES
Quality x Country FE x Year NO NO YES YES
Quality x Country FEx YearxField FE NO NO NO YES
Control: Top 5-10 Domestic elasticity .002 .005 .005 .005
s.e (.004) (.004) (.004) (.004)
Foreign elasticity .35 .59 .62 .65
s.e (-392) (.392) (-396) (.396)
Control: Top 10-25 Domestic elasticity .01 .01 .01 .01
s.e (.004) (.004) (.004) (.004)
Foreign elasticity .62 1.09 1.14 1.17
s.e (.380) (.382) (.386) (.389)
Control: Below Top 25 Domestic elasticity .01 .02 .02 .02
s.e (.004) (.004) (.004) (.004)
Foreign elasticity 1.00 1.90 2.00 2.02
s.e (.42) (.42) (.42) (.43)
Observations 8431945 8431945 8431945 8431945
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Lead top (1 — 7) and % of domestic and foreign inventors

1977-2000
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