You Really Need to Open This:

Using Behavioral Economics to Increase
Property Tax Compliance

An Experiment in Local Government Innovation
Guilford County Government & The Sanford School of Public Policy
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Behavioral Economics

a method of economic analysis
that applies psychological insights
into human behavior to explain
economic decision-making.
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People are Humans

x—Completely Unbiased
x-Epitomes-of Self-Control

v'Irrational
v'Biased
v'Emotional
v'Limited
v'Distracted
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To B.E. or not to B.E...

e Government is a human
endeavor

e B.E. experiments have
shown that small changes in
communication, choice
architecture, and service
delivery can have significant
positive impacts

e Governments are looking
for solutions that are low-
cost, effective, and based
in real human behavior
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The Problem in Guilford

Around 95% of Guilford’s total property tax levy is successfully
collected by the January 5t" deadline

July 8th, 2016 November 11", 2016 January 5%, 2017

h\

228,269 Property Tax

A 4

14,019 “Reminder Letters”
distributed to taxpayers who
were delinquent in 2015 &
have yet to pay in 2016

Bills Distributed to
Guilford Taxpayers
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Our Approach in Guilford

Contents of the Letter

Reminder Letter / The Envelope
Control Group Intervention Group One | Intervention Group Two

No intervention —received |[Received an altered letter Received an altered letter,

same letter and envelope as |delivered in an unchanged |[and a handwritten note on

in previous years envelope the front the billing
envelope.
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osed Alterations to the Letter

Dear Taspener

Yiou T IeCeiving Lhis s sutement
tax s Jamsry 5, 2016 Intescst mwd ¢
contact our office al 3364 1-3363 af
Thank vou

Guilford County Tax Doparment
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FRIENDLY REMINDER

Bl Number

Property Lacation

Amount Due

Dear Taxpaver

You are receiving this @ statement as a mendiy reminder informing you that the deadline 1o pay your 2013 propermn
- - -
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The Redesignhed Letter
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e Urgency / Saliency e el

b Fon per
Date wf Notice: 117137015

e Social Norming / Peer Effects
PAY NOW
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Dear Taxpaver
You arc receiving this tax statement as a fnendly reminder informing vou that the deadline 1o pay your 2016 property

tax is January 3, 2017, Imterest and enforced collecnions will begin on January 6, 2007 If vou have any questions, please
contact our office ar 136-641-3363 and choose option #1 .
Thank vou, B
Guilford County Tax Department

FOR ASSISTANCE CALL:
GREENSBORO: 136-541-1363
HIGH PINT: 336641-TP10

SEND PAYMIENT TO
GUILFORD COUNTY
PO BOX 71072
CHARLOTTE, NC 38272-1072
Sote: I vou e d-uu-mmsrmdm.-im.uun
mwwmﬂummﬂm{ﬂuu TE FAID ARADUNT D

ECLD ON PERFORATION DETACH COURON. AND RETURN (T WITH YOUR PATMENT
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The Handwritten Note

e Urgency / Saliency
e Reciprocity

Dear (Name),

You reaLLg need to

open this.
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The Test Plan

Control Group

Intervention
One

Intervention
Two
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e Unaltered Envelope, Last Year’s Letter

e Unaltered Envelope, Revised Letter

e Handwritten Note on Envelope,
Revised Letter
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The Baseline

Control Group Payment Rates

Single Owner, Partial Payment [E®[1}/
Single Owner, Full Payment 33.40%

Multiple Owner, Paid Any 40.10%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

M Paid m Didn't Pay
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Intervention Effects: Single Property Owners

Likelihood of full payment

1131%
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Likelihood of full or partial payment

1112%
1136%
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Intervention Effects: Multiple Property Owners

Likelihood of full or partial payment

1150%
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Cost Savings

Per the tax office, the collection
costs for a single unpaid bill
average around $150.
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Real Cost Savings

$44,000

Extrapolated to Every Group

$132,000
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Recommended Reading

e Test, Learn Adapt: Developing Public Policy with Randomized
Control Trials — The Behavioral Insights Team

e BIT’s Update Report

 Nudge — Sunstein & Thaler

e Predictably Irrational — Ariely

* Thinking, Fast and Slow — Kahneman
 The Undoing Project — Lewis
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Contact

Tyler Gamble
tyler.gamble@duke.edu

Ryan Smith
ryan.patrick.smith@duke.edu

Jason Jones
jjones6@myguilford.com
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