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Tax evasion is an action in which one tries to lower the tax liability in the wrong way. From the paper, it indicates that taxpayers are rational and interact among themselves.  Also, they decide to cheat or not depending on the previous period behavior of themselves and whom they interact with.  In the real world situation, there would be more incentive for people to not comply because although an auditor expects and knows that someone is non-compliant, the auditor must find evidence on that person to prove the case, otherwise that person cannot be caught.  Furthermore, the model has proved that more auditing cost will induce lower monitoring.
In the simple one-shot model, there are infinite taxpayers with two income levels. Honest taxpayers are eliminated from the model. We will also assume rationality of taxpayers.  
· There are two levels of income: high H with probability γ and low L with probability 1- γ
· Taxpayers report their income, choose to evade or not evade
· Tax agency decide whether to audit or not

	
	Audit
	Not audit

	cheat
	(1-t)H - st(H-T), tH + st(H-L) - c
	H - tL, tL

	Not cheat
	(1-t)H, tH - c
	(1-t)H, tH


where t is the income tax rate, s is the surcharge rate that determines fine for the amount of tax evaded, c is the audit cost with all parameters are assumed to be constant and exogenously given for the tax-raising body
There is only one mixed strategy Nash Equilibrium (qNE, pNE) with
              qNE =    ,      pNE = 
 This shows that the higher the fine, the less the auditing probability.  Also, an evasion makes cost of auditing increase but decreases when fine, tax rate, income differential and share of high-income people decrease.
For the repeated social interaction, the simple one shot model is played every period from 0 to infinity. The tax agency can choose to use one auditing probability for all periods, which will most likely give a constant payoff for the agency. However, by not changing probability, the result will be steady a cheating probability since agents now know what proportion auditors will audit so they can easily predict the path of cheating. Therefore, it may seem like there are a lot of honest agents while in truth there are dishonest agents, but they are just not audited.	
The tax authority can also choose to not commit or decide on a different auditing probability every period. Tax authority decides how to act depending on the behavior of this period and considers in the next period to maximize their payoff. This would lead to an interior steady state when the simple one shot model is played continuously since cheating taxpayers will not be able to predict next period’s auditing probability and therefore cheat less until a steady state, or a kind of equilibrium is reached. The conclusion is then, in the case of non commitment tax authority, the taxpayer population dynamics is converging towards a stable cycles around a low cheating steady state while in the commitment case, a steady state can also be reached, but most likely towards a cheating equilibrium. 
The social interactions among these groups of people will determine their behavior in the next period. There are 4 types of scenarios presented applying the tax evasion model continuously. First is close interaction, where each taxpayer knows each other personally and sees each other’s tax reports, called the average pay off principle. The second type of interaction is the effective punishment principle, which describes a situation where simply meeting one caught agent will make the cheating agent comply in the next period. This latter principle will yield more honest agents faster than the average payoff principle. However in general, the committed tax authority will converge towards a cheating equilibrium while non-committed behavior will move towards a stable cycle of low cheaters.
The third criterion reflects a more realistic assumption, which is if there is more overall cheating, it is widely accepted. In this case, average payoff principle is used to analyze when the cheating population exceeds a certain population and the effective punishment principle is used when population is not exceeded.  The result gives a combination of the two principles. However, it yields a discontinuous auditing probability function at a certain probability, which means that even if tax agency chooses non commitment, some probabilities will not be applicable. Also, the function is cycling towards a steady state that has a lower auditing probability than the two former principles.
The last principle is the popularity principle, where one person’s tax information is known to a group of people. Both committed and non-committed case will most likely result in lower cheating since knowledge of caught evaders are quite easy to comprehend and is widespread.  However, while non committed behavior moves toward stabilization, the committed behavior can fluctuate to or away from a low cheating equilibrium since it is dependent upon the share of present evaders in comparison to the number of evaders that will most likely generate the optimal auditing probability.
Comment
We agree with overall author’s writing and prefer the no commitment strategy because it is more likely to generate less evasion than the commitment one.  The author modeled real world situation into analyzing tax evasion, going through each possible scenario very thoroughly. However, it would have been helpful to the reader if he had elaborated a little bit more on the commitment model analyses. 
We would like to suggest is the combination between commitment and no commitment case, like if the auditor commits to an auditing probability of 1 but not in every period. We think that by this way of doing, it would make all cheaters get caught. So if they interact with each other, they would think that the tax agency takes a serious auditing and would not dare or take a risk to evade again in the next period. Even though there might be some that take risk to cheat again and high costs in applying this situation, this could be a good investment that will have long lasting results. 
What we want to add more is that the government should issue an effective punishment in order to teach the cheaters and prevent the honest not to cheat.  Regardless of the fact that social interactions will allow cheaters to meet caught cheaters, these interactions will not lend to more compliance if the caught cheaters say that they didn’t receive any punishment. Punishment is the ex ante incentive for evaders to not evade, but if not strictly applied in the appropriate way, it will be a useless tool. The government also gains more revenue from higher tax collected if correctly punished.  This would finally lead to better social welfare due to a small number of cheating.  
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