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Overview

This random control trial, with the Revenue Division of the Finance Department and the
Office of Performance Management in the City of Kansas City, Missouri and the Behavioral
Insights Team, tests the impact of sending different versions of a delinquency notice to the
City’s business license customers that are delinquent in their annual business registration.

A business operating in Kansas City, Missouri must obtain an occupational license each
calendar year. This requirement applies to business entities regardless of their size or
composition: corporation, partnership, association, company, individual, or any other type
of business arrangement.
The City sends out delinquency letters three weeks to one month after the annual
registration filing deadline of February 28th to business license customers that have not
registered their business. Business license customers that still have not obtained an
occupational license after receiving a delinquency letter then receive a series of other
mailed notices (including a notice of assessment and 10-day letter) until they have
registered their business. Business license customers that have still not registered after
receiving these follow-up letters are referred to the City’s Law Department or an outside
collection agency.

The goal of this trial was to increase business license registration rates after a customer has
received their first delinquency letter. Sending out the series of subsequent late
registration letters following the delinquency letter are costly and time-consuming for both
the City (i.e., mailing expenses, staff time, etc.) and the business license customer (i.e.,
increased late registration fees).
In 2017, delinquency letters were mailed to 13,066 business license customer accounts out
of 26,348 accounts. 1,862 out of 13,066 delinquent accounts moved into compliance as a
result of receiving the delinquency notice. This raised compliance of business license
registrations from 51% to 58%. Therefore, the delinquency notice had a 14.3% success
rate.

Finance staff members modified a version of the current delinquency letter by
incorporating the principles of plain-language training they received in the Spring of 2017.
The Plain Language training was a day-and-a-half workshop designed for state tax
administrators offered by the Federation of Tax Administrators. After the 2018 filing
deadline, delinquent business license customer accounts were randomly assigned into one
of two groups: the current delinquency letter group and the plain language delinquency
letter group. 6,307 customers received the current delinquency letter and 5,765 customers
received the delinquency letter modified with plain language.

The trial began on March 21, 2018. The results are from data collected as of May 17, 2018.

Results

The plain language business license delinquency letter had a significant effect on business
registration compliance and was more effective in increasing compliance than the currently
worded business license delinquency letter.
There was a 2.8% statistically significant increase in registration for business license
customers that received the plain language delinquency letter over the current delinquency
letter.
Business license customers who received the plain language letter were 22% more likely to
register than customers who received the current delinquency letter.
Figure 1: Number of New Business License Registrations
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Figure 2: Business License Registration Rates
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