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[bookmark: _GoBack]Readme file for the replication package. The replication files are divided into three main folders: “1 Capital” and “2 Lucas and Stokey” provide replication codes for the two numerical exercises and all figures and tables, coded in Matlab. “3 Final datasets in csv format” additionally provides the final datasets for each figure or table in csv format. [Table 1.csv and Table E2.csv contain data from simulated paths to steady state, and the values reported in the tables are those from the final period of the simulation]

Folder “1 Capital”: Model of public good provision and capital taxation (Section 4 and Appendix C)

This folder contains the files needed to replicate the numerical results for the model of public good provision and capital income taxation. Specifically:
· Results_deterministic.m reproduces Figure 1 and Table 1, related to the deterministic version of model 
· Results_stochastic.m reproduces Figure 2, Figure 3 and Table 2, related to the stochastic version of the model 
· Results_labor.m reproduces Table E.2, related to the version of the model with endogenous labor supply, discussed in Appendix C.3

In turn, these files load workspaces generated using our model solution codes, contained in the subfolders described above. The convergence time in this approximation procedure depends crucially on initial conditions and computer power. We initialized all codes at a converged solution to ensure convergence within few minutes.

· Utils contains generic polynomial approximation functions, interpolation functions and minimization routines used in the solution of all versions of the model.

· deterministic 
· main_LTC1.m solves the deterministic model with one period of commitment using specific functions contained in the subfolder deterministic/functions and the generic functions contained in Utils
· main_LTC2.m solves the deterministic model with two periods of commitment using specific functions contained in the subfolder deterministic/functions and the generic functions contained in Utils  
· main_LTC3.m solves the deterministic model with three periods of commitment using specific functions contained in the subfolder deterministic/functions and the generic functions contained in Utils  
· the subfolder deterministic/ws contains additional workspaces with initial conditions and final results for the solution of the deterministic model


· stochastic
· main_calibrated.m solves the stochastic model with persistent shocks to the valuation of the public good using specific functions contained in the subfolder stochastic/functions and the generic functions contained in Utils
· main_iid.m solves the stochastic model with iid shocks to the valuation of the public good using specific functions contained in the subfolder stochastic/functions and the generic functions contained in Utils
· the subfolder stochastic/ws contains additional workspaces with initial conditions and final results for the solution of the stochastic model
· the subfolder stochastic/data contains the data used to calibrate the shock process

· labor
· main.m solves the deterministic model with one period of commitment using specific functions contained in the subfolder labor/functions and the generic functions contained in Utils. The code solves first the model with one period of commitment over government expenditure, then proceeds to solve the case when commitment is over taxation
· the subfolder labor/ws contains additional workspaces with initial conditions and final results



Folder “2 Lucas and Stokey”: Illustration of the Lucas and Stokey (1983) model from Appendix A.8.3

This folder contains the files needed to replicate the numerical results for the Lucas and Stokey (1983) example from Appendix A.8.3, where LTC replicates the FC solution.

Specifically:
· make_plots.m loads the solution to the model and reproduces Figures D.1 and D.2. The plots are outputted as .eps files
· main.m contains the main file which solves for the solution to the FC and LTC games. This takes initial guesses from initval.m (if used) and saves results as results.m to be used in the plots
· FC details.pdf contains a description of the model and gives the first order conditions used to solve the FC solution.
· errfun_fc.m and solve_c.m are functions used to solve the FC solution and consumption function respectively. They output errors in the relevant equations and are called by main.m

