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Abstract 
 
Education is one of the most powerful tools for creation of qualitative economic growth, or growth which comes from 
within an economy. This article discusses the role of education in economic growth, and presents a case study of the 
Republic of Moldova, which is used to demonstrate how important it is to create education supporting innovative share 
of the economy. Education creates knowledge, thus innovation, thus entrepreneurship, thus competitiveness, resulting 
into long-term socio-economic prosperity. Addressing national policies related to education becomes very important in 
this regard, because wise approach can establish prerequisites for further economic growth. In this way, countries like 
Moldova should be successful in meeting the challenges of globalization and succeeding by using own competitive 
advantages and becoming a hub for innovations. This article is interesting for businesses, including entrepreneurs and 
potential investors, as well as for the governmental organizations and public authorities 
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1. Introduction 
 

This particular paper discusses education as one of the key building blocks of economy and 
society, which forms the basis for qualitative, or inclusive, economic growth. Inclusive growth, or 
growth that happens within the economy using its own resources, is a fundamental prerequisite for 
long-term prosperity. The focus of this paper is on the link between education and inclusive 
economic growth. “Our future growth relies on competitiveness and innovation, skills and 
productivity... and these in turn rely on the education of our people,” notes Julia Gillard, the Prime 
Minister of Australia. Education is the backbone to growth because it puts creativity in context of 
marketable innovation, and as Prof. Theodore Levitt of Harvard University put it, “Creativity comes 
up with new things. Innovation makes new things happen.” Education spurs innovation, which 
gives rise to entrepreneurship that ultimately results into economic wealth, given appropriate 
conditions are created. Ultimately, inclusive growth helps to curb the escalating levels of inequality 
(Stiglitz, 2012) where over two thirds of the global GNP (gross national product) per capita is 
generated per high-income economies (World Bank, 2014; Lenzner, 2011).  

In this context, developing economies, Moldova in particular, must find their competitive 
edge. Moldova is an interesting case-study for several reasons. It is the only post-Soviet country 
that in 26 years of independence did not reach the level of economic development (GDP per capita) 
that it had in 1991 (EGPRSP, 2004). Table 1 below summarizes the decline in recent years, 
including Moldova’s GDP, in 2016 valued at $6,79 billion, and $2062 per capita, with trade 
openness at 91,9% (World Bank and United Nations Statistics, Birdsall, 2006, NBSM, 2016). 

 

Table 1: The Share of Moldovan GDP in the world economy, in the European economy, in the 
Eastern European economy, % 

Share of Moldovan GDP in the 1990 2015 deviation 
Global economy 0,017 0,011 - 0,006 
European economy 0,046 0,037 -0,009 
Eastern European economy 0,44 0,22 -0, 22 

             Source: Based on data from Quandl (2016) 
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Structure of an economy is one of the key factors in its potential for growth. Technology share 
within the industry and the share of businesses in an economy are particularly important. 
Innovation-driven sectors are supplied mostly by intangible resources. Moldova’s GDP structure 
dynamics reflects global development trends, as presented in Table 2 below, with high share of the 
Services sector (compared to the global share of GDP of 64%) with simultaneous decrease of the 
share of industry and agriculture.  
 

Table 2: The Dynamics of the Structure of GDP of Moldova 
GDP Structure, % 2000 2001 2002 2003 2004 2014  
Gross value added 87,5 88,0 87,3 85,6 85,0 84,3 
Agriculture 25,4 22,4 21,0 19,3 17,1 12,8 
Industry 16,3 18,7 17,3 17,8 18,2 14,1 
Services 48,2 49,2 51,0 50,8 52,2 59,4 
Fin. intermediation services, indirect  -2,4 -2,3 -2,1 -2,3 -2,5 -2,0 
Net products tax (taxes less subsidies) 12,5 12,0 12,7 14,4 15,0 15,7 

Source: Based on National Bureau of Statistics of Moldova (2016) 
 

However, digging deeper into the Services sector allows to caution that the main 
contribution in this sector – through finance and trade – is merely a ‘formal’ value added, reflecting 
wage increase of individuals engaged in relevant business dimensions, and not of the economy as a 
whole. Moldova’s present state is a combination of factors persisting since 1991, when Moldova 
lost most large enterprises (electronics, machinery/instruments, heavy and other industries), along 
with productivity decreases and problems in major areas such as education and R&D, resulting into 
dropping shares of scientific and technological component in the economy, which is now less than 
0,35% of GDP (EU average is 2 to 3% of GDP). Moldova scores low in key economic indicators 
summarized in Table 3.  
  

Table 3: Moldova’s Business Environment, Key Indexes, 2015, 2016 
Key Index Rating 2015 2016 
Global Competitiveness Index 82 84 
Index of Economic Freedom 111 117 
Global Innovation Index 46 44 
Logistics Performance Index 93 96 
Global Enabling Trade Index 92 79 
Doing Business 63 44 

Source: UNDP (2016), IMF (2016), Heritage Foundation (2015,2016), WEF (2014,2015), WIPO (2015,2016) World 
Bank (2015,2016,2017), WB/IBRD (2014) 
 

According to classification of the World Bank, the increase of well-being and growth of an 
economy takes place through three consecutive stages, from the first factor-driven to the second 
efficiency-driven, to the third innovation-driven stage (Schwab, 2015, Pischina, 2007). Moldova is 
stuck between the first and the second stages (for detailed analysis see Pischina, 2007, Pischina, 
2007a, Pyshkina, 2002), at ‘low-to-medium levels of economic development (Human Development 
Index) declining from the‘efficiency - driven’ status it had in 1991, meaning the economy degrades 
rather than developing upwards. Among other things, Moldova is in desperate need of an increase 
in high technology share in its infrastructure and its economy.  

 
2. Approach to Value-Creating Education  

With all its challenges, Moldova has advantages that may support its ambitions for long-
term inclusive growth, such as geographic location attractive to entrepreneurs interested in the 
dynamic of Eastern and Western European markets, as well as competence in microelectronics and 
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semiconductors accumulated in previous decades through cooperation of its specialists with 
American, Russian and other partners, in production of semiconductor materials and devices. Laser 
technologies are present and knowledge is well developed. IT specialists of Moldova are considered 
to be among the best in Eastern Europe. This means that the country has the prerequisites for 
creating knowledge-based economy. We address education as the key enabler for that purpose, and 
several actions can be put in place.  

The relationship between education and science, and competitiveness and technological 
activity, has been explored though various angles. Education is the first pillar of economic growth 
with development, as shown in the Table 4 below. 

 
Table 4: Pillars of Inclusive Growth (Qualitative Economic Growth) 

Pillar 1: 
Education & 

Skills 

Pillar 2: 
Employment & 

Labour 
Compensation 

Pillar 3: Asset 
building & 

Entrepreneur
ship 

Pillar 4: Financial 
Intermediation of 

Real Economy 
Investment 

Pillar 5: 
Corruption & 

Rents 

Pillar 6: 
Basic Services & 
Infrastructure 

Pillar 7: 
Fiscal 

Transfers 

-Access 
-Quality 
-Equity 

-Productive 
Employment 
-Wage & non-
wage labour 
compensation 

-Small 
business, 
-Home & 
financial asset 
ownership 

-Financial system 
inclusion 
-Intermediation of 
business investment 

-Business & 
political ethics. 
Concentration of 
rents 

-Basic & digital 
infrastructure 
-Health-related 
services and 
infrastructure 

-Tax code 
-Social 
protection 

Source: WEF (2017) 

Statistics of investments do not sufficiently explain competitiveness, but the scientific 
potential of a firm, or of an economy, statistically has a substantial impact on competitiveness. 
Scientific, and technological, activity builds on education, which increases production of knowledge 
through diversification of sources of information, circulation of new information and exchange of 
technologies, media and services, development of new industries and new business ideas, as 
university curricula provides with theoretical and practical tools to turn idea into practice. Education 
is the top source to enter labor market. Even though, presently, prerequisites for the number of the 
developing countries, including Moldova, to enter the innovative stage of development are not 
sufficient, it is absolutely necessary to start building core elements of innovation-driven growth into 
the structural ladder. Tailored approach to University Curriculum with widespread access to, and 
steady improvement in, education boosts students’ capacity to create businesses, thus jobs, and stop 
brain drain, thus strengthen the economy from within. 

There are six priorities underlined in relation to the Education & Skills Development Pillar 
that we draw particular attention to: 

• Developing high-quality skills through learning  
• Promoting inclusive education, equality and non-discrimination 
• Open and innovative education  
• Support for teachers  
• Transparency of skills and qualification 
• Sustainable investment, quality and efficiency  

In relation to those priorities, we suggest to include a separate academic discipline titled ‘Social 
Entrepreneurship as a Form of Doing Business’ into the graduate-level economic education curricula. 
This program will explain the mechanism of operation of smaller enterprises and their effects on 
economic and social systems. The purpose is to create multidimensional thinking, intellectually and 
emotionally guiding the students through theoretical, but mostly practical work that helps think beyond 
standards. Suggested curriculum is based on the study of entrepreneurship that is practical and engaging. 
The approach is project-based teaching to employ various tactics in ‘real-life’ projects on economic 
growth of different countries, going through the basics of entrepreneurship, labor market analysis, and 
implementation of ideas to market. Focus is on opportunities and challenges explained through role play 
and examples. Special attention is devoted to practical exercises encouraging audience to act an 
entrepreneurs. ‘Multi-practical’ approach of games and case studies is actively employed. Main 
characteristics are engagement and freedom of expression of ideas by students that are given the 
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initiative to contribute with creation of knowledge during class, and it practical application. After testing 
the course with a number of students, we received the following feedback: 

“...creativity and ingenuity were valued high. Guided by the professor we have done research 
on real issues that affect us every day. It was collaborative work in a great team, which will help 
us to adapt more easily to a real collective in the future. I could express myself freely and 
develop my thinking. Also we used new technologies. These practices have been useful for me 
and helped me to understand better the subject and achieve a new level of knowledge.”  
“This was the first time in my life I learned a subject by playing a game for several hours. 
And it doesn’t matter who you are, when it comes to games, everyone wants to win. We had 
to understand what was really necessary. In my opinion, this has more impact than just 
reading a book or going through theory.” 
“Project-based learning offered to us more opportunities for personalization, because it 
allowed us to draw on our own passions, skills and interests in order to create work that is 
meaningful for us. Such methods of studying help assess the theories that we need to know, 
so we can use all the resources that are available to us and develop creativity.” 

 
3. Education, Investments and Qualitative Economic Growth  

Education is the First Pillar of inclusive growth contributing with knowledge capital but also 
by making an economy an attractive place to invest in. Since low national savings and low GDP 
usually decrease attractiveness for investments, many developing economies are devoid of foreign 
resources for growth. Without investments, both national and foreign, an economy with be drained 
out of resources and will be unable to recreate itself under normal market conditions. Education that 
creates incentives for entrepreneurship and business growth will attract investment, necessary for 
long-term economic prosperity.  

Of course, investments must be made into infrastructure, which will help boost growth in 
aggregate demand, and secure production capacity of various sectors of the economy. Preferably, it 
should be based on partnerships uniting formal actors and large corporations and businesses with 
smaller firms, as well as venture capital funds and ‘angel’ investors, securing the evolution of 
innovations from the first stages through commercialization. Investments should also cover 
education that can induce innovation-based type of economic growth, based on creation and 
consumption of information-technology goods and services, in other words, high-technology 
products. As innovations impact the change in the sources, types and quality of economic growth, 
the creation of the basis for innovation comprises the true, or material, base of economic growth.  

In conditions of globalization, the activities of international corporations penetrate national 
markets and economic structures, regardless of the structural stage of that given economy. 
Successful economies of today are able to either create own innovations, usually the case for the 
industrialized nations, or to import innovations and integrate them in own economies, which is the 
approach that gives the window of opportunities to the developing countries such as Moldova 
(Pischina, 2007). Creation of knowledge base through education gives the possibility to jump 
though a few stages of technological ladder at once (Lenzner, 2011, Murphy, 2001). An obvious 
example is the implementation of mobile networks in late-industrializing countries that were able to 
jump over various inferior, more costly and less efficient, technologies by using latest technologies 
already developed by the ‘first movers’. The effectiveness of this approach is proven by a number 
of global economies, as Japan and China. Moldova can use the second approach, which is based on 
the concept of imitation and adaptation of the new technologies. This approach, however, should 
not be associated merely with consumption of already existing methods and technologies taking 
advantage of inventions of others. Moldova as a country with a lot of own potential in terms of 
qualified labour force in virtually all spheres from IT to physics and chemistry, can become a centre 
for outsourcing of the new products and therefore one of the economies that would be first to 
develop, improve and implement those innovations.  
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CONCLUSION 

Global economy becomes less and less resource-intensive in the traditional sense, shifting 
from production to the intangible resources represented by the people as the ultimate source of 
competitiveness. This paper discusses the link between education and inclusive economic growth. It 
states that education, if approached correctly, spurs innovation, which in its turn gives rise to 
entrepreneurship and business creation that ultimately results into building economic wealth. 
Quality of economic growth is determined by the qualitative component of its economy: education 
and innovative activity. Therefore, for any country, including Moldova, it is important to build 
blocks for solid education and science base, from which it will be able to create favourable 
conditions for investments, both in core elements such as infrastructure, and into entrepreneurship 
and technology-driven part of the economy. Moldova is a country with strong potential through 
existing intangible capital, however, it is crucial to retain it by creating the opportunities for young 
professionals to prosper and to create businesses. The suggested course of ‘Social Entrepreneurship 
as a Form of Doing Business’ is one tool to use it, and form economic growth from within. In this 
way, education will create the base for investments, which will help induce necessary capital to 
turn-around negative trend in economic development by bringing ‘qualitative’ components into 
economic growth. Moldova is left, among many, with one of the most challenging issues, to 
integrate effectively into the global context, while preserving national interests.  
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