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TABLE 1: Baseline Regressions

DETERMINANTS OF LOG PER CAPITA TAX REVENUE (IN DAYS OF UNSKILLED

WORKERS' WAGES)
Dep. Variable:Log Per Cap. Tax Wage Rat.

OLS with PCSE
Full Sample Excl. England Excl.Sweden
Russia Prussia
(1) (2) (3) (4) (5) (6)
Urb.: Urbdec Urb.: Urbdec Urb.: Urbhe Urb.: Urbhc Urb.: Urbdec Urb.: Urbdec
War:Dwpwar War:Dwpwar  War:Pwar Repr.: War:Pwar War:Dwpwar War:Dwpwar
Repr.: Parl Repr.: Parl Crax Repr.:Ctax Repr.: Parl Repr.: Parl
Urbanization 8.126**** 7-900%0%" 8.035%¢%e 7.964%%** 8.3450%00¢ 8.196%***
(1.294) (1.420) (1.222) (1.383) (1.623) (1.279)
War Pressure 0.484°%*** 0.451*** 0.180* 0.180* Q525%ee 0.374**
(0.136) (0.139) (0.099) (0.102) (0.182) (0.153)
Representation -0.193 -0.076 0.029 0.177 -0.166 0.171
(0.224) (0.234) (0.149) (0.146) (0.241) (0.225)
Lag. Log Nom. Wage -0.156 0.217*
(0.122) (0.123)
Lag. Log Pop. Density 0.061 0.074
(0.048) (0.053)
Log Book Prod. 0.005 0.029
(0.063) (0.066)
Observations 179 173 179 179 148 150
R2 0.840 0.854 0.838 0.841 0.850 0.857
Standard errors in paranthesis
Levels of statistical significance:* 0.1 ** 0.05 *** 0.01 **** 0.001
Estimated using Stata xtpcse procedure, with two-way fixed effects and c{ar1) and hetonly options
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26 See, for example, Lynn (1985.

27 Consistent with the argument, the estimaiédecade dummies in all specifications, not reported
for lack of space-identify a trend of increase.

28 These regression results are robust to employing different subsets and combinations of the
proxies for the theories of state formation and the control variables as regressors, not reported
here for the sake of brevity. We also tried controlling for changes in average income by including
real wage as opposed to nominal wage as a regressor and the regression results were similar.

29 When fixed effects and lagged dependent variable are both included in the OLS regression,
lagged dependent variable is correlated with the error term, and this creates a downward bias in
the coefficient (Nickell 1981). However, as number of periods increase, dynamic panel bias gets
smaller and OLS is more efficient than IV estimation. Arellano Bond is unbiased, and also permits
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TABLE 2: Dynamic Regressions with LDV

DETERMINANTS OF PER CAPITA TAX REVENUE (IN LOG DAYS OF UNSKILLED WORKERS' WAGES)

TE

7+0

Dep. Variable:Log Per Cap. Tax Wage Rat.

OLS with PCSE Arellano Bond Dynamic Estimator
(1) 2) (3) (4) (5) (6)
Urb.: Urbdec Urb.: Urbdec Urb.: Urbhe Urb.: Urbhc Urb.: Urbdec Urb.: Urbhc
War:Dwpwar Repr.: War:Pwar Repr.: War:Pwar Repr.: War:Pwar War:Pwar Repr.: War:Pwar Repr.:
Parl Parl Ctax Repr.: Ctax Parl Ctax

Lag. Log Per Cap. Tax Wage Rat. 0.514%*** 0.499**** 0.537%*** 0511%0ee 0.612%*** 0.658****

(0.066) (0.070) (0.065) (0.071) (0.071) (0.057)
Urbanization 3.143%** 2.831* 2943100 2.886"* 1.598%* 2.197%%

(1.055) (1.268) (0.877) (1.219) (0.604) (0.700)
War Pressure 0.394*** 0.390*** 0.224** 0.219** 0.439°*** 0.240***

(0.137) (0.138) (0.100) (0.099) (0.129) (0.088)
Representation 0.031 -0.014 0.087 0.101 0.110* 0.038

(0.160) (0.178) (0.101) (0.112) (0.064) (0.052)
Observations 143 143 143 143 120 120
R2 0.954 0.954 0.952 0.953
arl -1.632 -1.600
arlp 0.103 0.110
ar2 0.659 0.639
ar2p 0.510 0523
Controls L. Log Nom. Wage L. Log Nom. Wage

L. Log Pop. Dens. L. Log Pop. Dens.
Log Book Prod. Log Book Prod.

Standard errors in paranthesis

Levels of statistical significance:* 0.1 ** 0.05 *** 0.01 **** 0.001
(1)- (4) estimated using Stata xtpcse procedure, with two-way fixed effects and hetonly options
(5)-(6) estimated using stata xtabond2 procedure with decade fixed effects and noleveleq, orthogonal, robust options
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TABLE 3: Controlling for Endogeneity

DETERMINANTS OF LOG PER CAPITA TAX REVENUE (IN DAYS OF UNSKILLED WORKERS'
WAGES)

Dep. Variable:Log Per Cap. Tax Wage Rat.

Two-Stage IV Estimation OLS with PCSE with Lagged Regressors
(1) (2) (3) (4) (5) (6)
Urb.: L5.Urbdec Urb.: LS.Urbdec
War:Dwpwar War:Dwpwar War:Pwar War:Pwar War:Dwpwar War:Dwpwar Repr.:
Repr.: L10.Parl LS.Ctax
Urbanization 6.345%** 3.988* 4253700 3.393 A R2Peee 358200
(2.097) (2.360) (1.615) (3.315) (1.233) (1.149)
War Pressure 0.842%*** 0.885*** 0.770%%% 0.839%%** 0.521%%%¢ 0.509%¢¢*
(0.206) (0.312) (0.173) (0.212) (0.142) (0.142)
Representation 0.502 -0.003 0.149 0.573*** -0.289 0.031
(0.589) (1.168) (0.162) (0.206) (0.426) (0.121)
Observations 163 162 163 162 163 163
R2 0.765 0.788 0.783 0.801 0.800 0.799
Endog. Variables Urbdec and Parl Urbdec and Parl Urbdec and Ctax Urbdec and Ctax
Instruments LS. Urbdec and LS. Urbdec and LS. Urbdec and LS. Urbdec and
L10.Parl L10.Parl L5.Ctax LS5.Ctax
Controls L. Log Nom. Wage L. Log Nom. Wage
L. Log Pop. Dens. L. Log Pop. Dens.
Log Book Prod. Log Book Prod.
Standard erros in paranthesis
Levels of statistical significance:* 0.1 ** 0.05 *** 0.01 **** 0.001
(1)- (4) estimated using Stata xtivreg2 procedure with fe first robust bw(1) options
For (1) -(4) Angrist-Pischke first-stage F statistics reject weakly identified instruments at 0.01 leve
(5) - (6) estimated using Stata xtpcse procedure, with two-way fixed effects and c{arl) and hetonly options
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TABLE 4: Baseline Regressions with Repr ion-War Pressure Interaction
DETERMINANTS OF LOG PER CAPITA TAX REVENUE (IN DAYS OF UNSKILLED WORKERS'
WAGES)
Dep. Variable:Log Per Cap. Tax Wage Rat.
OLS with PCSE
Full Sample Excl. England Excl.Sweden Russia
Prussia
(1) (2) (3) (4) (5) (6)
Urb.: Urbdec Urb.: Urbdec Urb.: Urbhc Urb.: Urbhc Urb.: Urbdec Urb.: Urbdec
War:Dwpwar Repr.: War:Dwpwar Repr.: War:Pwar Repr.: War:Pwar War:Dwpwar Repr.: War:Dwpwar Repr.:
Parl Parl Crax Repr.:Ctax Parl Parl
Urbanization 8.242%*** 7.954%%%% 7.991%%%0 7.929%¢0%¢ 8.350%%¢¢ 8174%0¢¢
(1.265) (1.404) (1.225) (1.379) (1.607) (1.266)
War Pressure 0.699*** 0.615°*** 0.145 0.121 0.692%** 0419
(0.225) (0.230) (0.162) (0.165) (0.240) (0.347)
Representation 0.135 -0.042 0.021 0.163 -0.135 -0.166
(0.223) (0.234) (0.151) (0.148) (0.243) (0.224)
War Press.* Repr. <0.318 -0.240 0.048 0.092 -0.386 0.044
(0.265) (0.266) (0.179) (0.180) (0.327) (0.383)
Lag. Log Nom. Wage -0.140 -0.225*
(0.124) (0.123)
Lag. Log Pop. Density 0.063 0.072
(0.048) (0.053)
Log Book Prod. 0.003 0.030
(0.063) (0.066)
Observations 179 173 179 173 148 150
R2 0.848 0.859 0.831 0.855 0.852 0.862

Standard errors in paranthesis
Levels of statistical significance:* 0.1 ** 0.05 *** 0.01 **** 0.001
Estimated using Stata xtpcse procedure, with two-way fixed effects and c(arl) and hetonly options
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TABLE 5: Dynamic Regressions with LDV and Representation-War Pressure Interaction

DETERMINANTS OF PER CAPITA TAX REVENUE (IN LOG DAYS OF UNSKILLED WORKERS' WAGES)

Dep. Variable:Log Per Cap. Tax Wage Rat.

OLS with PCSE Arellano Bond Dynamic Estimator
(1) (2) (3) (4) (s) (6)
Urb.: Urbdec Urb.: Urbdec Urb.: Urbhc Urb.: Urbhc Urb.: Urbdec Urb.: Urbhc
War:Dwpwar Repr.: War:Pwar War:Pwar Repr.: War:Pwar War:Pwar  Repr.: War:Pwar Repr.:
Parl Repr.: Parl Ctax Repr.: Ctax Parl Ctax
Lag. Log Per Cap. Tax Wage Rat. 0.492%*** 0.482%*** UL L 30700 T T 0.660****
(0.067) (0.071) (0.065) (0.070) (0.076) (0.054)
Urbanization 3.586%** 3.220** 3.153%00¢ 3.054** 1.771** 1.850%***
(1.096) (1.293) (0.915) (1.229) (0.748) (0.511)
War Pressure 0.615°** 0.598*** 0.307* 0.290* 0.597* 0.062
(0.219) (0.222) (0.162) (0.167) (0.340) (0.397)
Representation 0.004 0.007 0.101 0.110 0.143* 0.005
(0.162) (0.178) (0.104) (0.113) (0.080) (0.081)
War Press.*Repr. 0.321 -0.306 0.127 -0.108 -0.226 0.268
(0.250) (0.253) (0.189) (0.193) (0.359) (0.478)
Observations 143 143 143 143 120 120
R2 0.954 0.955 0.953 0.953
arl -1.627 -1.628
arlp 0.104 0.103
ar2 0.628 0.597
ar2p 0.530 0.551
Controls L. Log Nom. Wage L. Log Nom. Wage

L. Log Pop. Dens.
Log Book Prod.

L. Log Pop. Dens.
Log Book Prod.

Standard erros in paranthesis

Levels of statistical significance:* 0.1 ** 0.05 *** 0.01 **** 0.001
(1)- (4) estimated using Stata xtpcse procedure, with two-way fixed effects and hetonly options

(5)-(6) d using stata xtab
( &
7+0
& ° (
&
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d2 procedure with decade fixed effects and noleveleq, orthogonal, robust options
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TABLE 6: Controlling for Endogeneity with Representation-War Pressure Interaction

DETERMINANTS OF LOG PER CAPITA TAX REVENUE (IN DAYS OF UNSKILLED WORKERS'

WAGES)
Dep. Variable:Log Per Cap. Tax Wage Rat.
Two-Stage IV Estimation OLS with PCSE with Lagged Regressors
(1) (2) 3) (4) (S) (6)
War:Dwpwar Urb.: LS. Urbdec Urb.: LS. Urbdec
War:Dwpwar War:Dwpwar War:Dwpwar War:Dwpwar War:Dwpwar
Repr.: L10.Parl Repr.: L5.Ctax

Urbanization 53338 4.041* 5551000 5.757* 4.164%*** 3.698***

(2.055) (2.348) (1.550) (2.958) (1.232) (1.152)
War Pressure 1010 1.501%e 0.352%¢e 0.378** 0.595** 0.479**

(0.214) (0.346) (0.147) (0.163) (0.253) (0.203)
Representation -0.356 0.163 0.105 0.479** -0.266 0.024

(0.592) (1.130) (0.169) (0.208) (0.432) (0.125)
War Press.*Repr. -0.301 -0.370 0.0%0 0.084 -0.126 0.033

(0.262) (0.242) (0.171) (0.170) (0.341) (0.152)
Observations 163 162 163 162 163 163
R2 0.775 0.795 0.783 0.806 0.801 0.799
Endog. Variables Urbdec, Parl and its Urbdec, Parl and its Urbdec, Ctax and its Urbdec, Ctax and its

interactions interactions interactions interactions
Instruments L5.Urbdec, L10.Parl L5.Urbdec, L10.Parl LS.Urbdec, L5.Ctax L5.Urbdec, L5.Ctax
and its interactions and its interactions and its interactions and its interactions
Controls L. Log Nom. Wage L. Log Nom. Wage
L. Log Pop. Dens. L. Log Pop. Dens.
Log Book Prod. Log Book Prod.

Standard erros in paranthesis

Levels of statistical significance:* 0.1 ** 0.05 *** 0.01 **** 0.001

(1) - (4) estimated using Stata xtivreg2 procedure with fe first robust bw(1) options

For (1) -(4) Angrist-Pischke first-stage F statistics reject weakly identified instruments at 0.01 level

(5)- (6) estimated using Stata xtpcse procedure, with two-way fixed effects and c{arl) and hetonly options
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TABLE 7: Baseline Regressions with 2 and 3-way Interactions

DETERMINANTS OF LOG PER CAPITA TAX REVENUE SIN DAYS OF UNSKILLED WORKERS' WAGES!

Dep. Variable:Log Per Cap. Tax Wage Rat.

OLS with PCSE
Full Sample Excl. England Excl.Sweden Russia
Prussia
(1) (2) (3) (4) (s) (6)
Urb.: Urbdec Urb.: Urbdec Urb.: Urbhc Urb.: Urbhe Urb.: Urbdec Urb.: Urbdec
War:Dwpwar Repr.: War:Dwpwar Repr.: War:Pwar Repr.: War:Pwar War:Dwpwar Repr.: War:Dwpwar Repr.:
Parl Parl Ctax Repr.:Ctax Parl Parl
Urbanization 22.703**** 20.884**** 16.559°%*** 1577600+ 2507750 23.763%***
(3.364) (3.532) (3.617) (3.527) (3.183) (3.369)
War Pressure 1617°** 1.620*** 0.908*** 0.995*** 1.899%*** 1.340°
(0.457) (0.456) (0.345) (0.335) (0.529) (0.710)
Representation D 11240 0.620** 0.779%** 14Tyeees LE5gveee
(0.366) (0.385) (0.297) (0.293) (0.355) (0.375)
War Press.*Repr. -0.723 -0.782 -0.386 -0.499 <1461 -0.284
(0.670) (0.668) (0.399) (0.392) (1.152) (0.917)
War Press.*Urb. -16.410** -17.190** -10.040** -11.459*** -19.723** -16.376*
(7.902) (7.654) (4.631) (4.425) (8.143) (9.056)
Repr.*Urb. -15.850**** -14.258%*** -8.060** -7.985** -22.026%*** -17.154%***
(3.520) (3.638) (3.306) (3.198) (3.636) (3.569)
War Press.*Repr.* Urb. 14.394* 15.414° 8.232* 9.991°** 19.713** 13535
(8.264) (8.050) (4.809) (4.615) (8.836) (9.565)
Lag. Log Nom. Wage 0.041 0.116**
(0.052) (0.056)
Lag. Log Pop. Density -0.116 -0.188
(0.121) (0.122)
Log Book Prod. 0.020 0.066
(0.062) (0.066)
Observations 179 173 179 173 149 150
R2 0.874 0.878 0.847 0.866 0.889 0.892

Standard errors in paranthesis
Levels of statistical significance:* 0.1 ** 0.05 *** 0.01 **** 0.001
Estimated using Stata xtpcse procedure, with two-way fixed effects and c{arl) and hetonly options
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TABLE 8:Dynamic Regressions with LDV and 2 and 3-way Interactions

DETERMINANTS OF PER CAPITA TAX REVENUE (IN LOG DAYS OF UNSKILLED WORKERS' WAGES)

Dep. Variable:Log Per Cap. Tax Wage Rat.

OLS with PCSE Arellano Bond Dynamic Estimator
(1) (2) (3) (4) (5) (6)
Urb.: Urbdec Urb.: Urbdec Urb.: Urbhc Urb.: Urbhc Urb.: Urbdec Urb.: Urbhe
War:Dwpwar Repr.: War:Pwar Repr.: War:Pwar Repr.: War:Pwar War:Pwar Repr.: War:Pwar Repr.:
Parl Parl Ctax Repr.: Ctax Parl Ctax
Lag Log Per Cap. Tax Wage Rat. 0.425%*** 0.418%*** 0.508%*** 0.488%*** 0.519%*** 0.658°***
(0.068) (0.072) (0.065) (0.068) (0.083) (0.074)
Urbanization 10.975%*** 10.427**** 6.462** 6.015** S.39700%¢ 5.114**
(2.773) (2.878) (2.690) (2.741) (1.360) (2.428)
War Pressure 2050°%%%° 1.999%¢¢* 1.666**** 152799% 2.748%*** 220500
(0.536) (0.544) (0.414) (0.433) (0.623) (0.329)
Representation 0.655** 0.660** 0.314 0.302 0.658**** 0.144
(0.299) (0.311) (0.214) (0.234) (0.103) (0.115)
War Press.*Repr. -1.408** -1.372** -1.285°** -1.256*** -2.210*** -1.561****
(0.662) (0.664) (0.471) (0.485) (0.712) (0.404)
War Press.*Urb. 22.772%%¢ -22.059*** -18.045%*** -17.689**** -33.698*** -28.419****
(7.475) (7.515) (4.905) (5.031) (10.473) (5.135)
Repr.*Urb. =7 52500¢ =7.2970%¢ -3.029 -2.627 5978000 -2.630*
(2.792) (2.803) (2.304) (2.467) (1.366) (1.558)
War Press.*Repr.* Urb. 21.201*** 20.611*** 16.871%*** 16.608*** 32582%%¢ 26.020%***
(7.756) (7.765) (5.104) (5.215) (11.076) (5.210)
Observations 143 143 143 143 120 120
R2 0.958 0.958 0.956 0.957
arl -1.680 -1.641
arlp 0.093 0.101
ar2 0.923 0.760
ar2p 0.356 0.447
Controls L. Log Nom. Wage L. Log Nom. Wage
L. Log Pop. Dens. L. Log Pop. Dens.
Log Book Prod. Log Book Prod.
Standard erros in paranthesis
Levels of statistical significance:* 0.1 ** 0.05 *** 0.01 **** 0.001
(1)- (4) estimated using Stata xtpcse procedure, with two-way fixed effects and hetonly options
(5)-(6) estimated using stata xtabond2 procedure with decade fixed effects and noleveleq, orthogonal, robust options
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51 The data on duration, participants and causality for wars is based on Clodfelter (2002). We
include all interstate wars the countries in the sample took part it in except for colonial wars.
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