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Abstract: Under serfdom, the institution of labor coercion discourages serfs from acquiring human
capital to increase productivity. This paper argues that the abolition of serfdom occurs as a strategic
decision of the elite to increase their income. Our model predicts a capital-labor ratio above which the
elite's income from abolishing serfdom exceeds income from coercion. Over time, the accumulation of
physical capital in the hands of the elite increases the importance of human capital in the production
process due to a high complementarity between physical and human capital. Consequently, the elite
needs to incentivize investment in human capital to maximize returns from their investment in physical capital. The abolition of labor coercion constitutes the elite's commitment to trigger investments in
education and allows former serfs to reap the benefits of investment in human capital. We test the
predictions of the model using data on the step-wise emancipation from labor coercion in nineteenthcentury Prussia. Our findings show that emancipation from serfdom occurs earlier in regions with an
initially larger stock of physical capital. Furthermore, we provide evidence consistent with the hypothesis that regions where coercion was ended comparatively early subsequently exhibit a higher level of
school enrollment.

