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Abstract

There are many economic theories that promote human capital as a key driver of a
country’s economic growth, but it is challenging to test this theory empirically on a
country level and causally interpret the coefficients due to several identification prob-
lems. We tried to answer this particular question by using a quasi-natural experiment
that happened quarter century ago - the fall of communist block in Eastern Europe.
We use a shock to a particular scientific field - economics, to test whether the future
investment into that particular field resulted in increased welfare and economic growth.
The economics paradigm that was governing all of the communist block ceased to exist.
Human capital depreciated over night and all communist countries had to transit from
planned economy to a market economy. In the following years countries had to adapt
to market economy through additional investment in human capital and research. We
find that countries which lack both of the two forth mentioned components had 25
years later a relatively lower economic growth and wealth. Unlike economics, other
fields such as physics and medicine didn’t go through the same process so we use them
as a placebo effect for our study. We find that the relative ratio of citations between
economics and physics in post-communist countries is increasing only 15 years after
the ”paradigm” shock which gives a suggestive evidence that timing of investment into
particular scientific field matters the most.
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