Administracdo Publica e Gestao Social
:E:: b‘c'f: AN ISSN: 2175-5787
GESTAD SOCIAL apgs@ufv.br

Universidade Federal de Vigosa
Brasil

Applying Nudges in Sao Paulo: All Good,
Except for the Data!

do Amaral Nogueira, Fernando; Storino, Fabio; Finamor Pfeifer, Flora
Applying Nudges in Sao Paulo: All Good, Except for the Datal
Administragao Publica e Gestao Social, vol. 15, num. 2, 2023
Universidade Federal de Vigosa, Brasil

Disponible en: https://www.redalyc.org/articulo.oa?id=351574729008

@ ¥ MG MD

Esta obra esta bajo una Licencia Creative Commons Atribucién-NoComercial-SinDerivar 4.0 Internacional.

r@&a‘y@ ' (;Trg PDF generado a partir de XML-JATS4R por Redalyc

Proyecto académico sin fines de lucro, desarrollado bajo la iniciativa de acceso abierto



https://www.redalyc.org/articulo.oa?id=351574729008
https://creativecommons.org/licenses/by-nc-nd/4.0/
https://creativecommons.org/licenses/by-nc-nd/4.0/

FERNANDO DO AMARAL NOGUEIRA, ET AL. APPLYING NUDGES IN SA0 PAULO: ALL GooD, EXCEPT FOR THE DATA!

Casos para Ensino
Applying Nudges in Sao Paulo: All Good, Except for the Data!

Applying Nudges in Sao Paulo: All Good, Except for the Data!

Aplicando Nudges en Sao Paulo: jtodo pasa bien, solo faltan los datos!

Fernando do Amaral Nogueira Redalyc: https://www.redalyc.org/articulo.oa?
Fundagao Getulio Vargas — Escola de Administragdo de id=351574729008
Empresas de Sao Paulo, Brasil

Fernando.nogueira@fgv.br

Fabio Storino

NIC.br — Niicleo de Informagio e Coordenagio do Ponto
BR, Brasil

fstorino@gmail.com

Flora Finamor Pfeifer
Liti Saiide, Brasil
Florafinamorpfeifer@gmail.com
Recepcidn: 04 Abril 2022
Aprobacién: 14 Septiembre 2022
Publicacién: 21 Abril 2023

ABSTRACT:

Context: In July 2019, the (011).1ab team, a government innovation laboratory of Sao Paulo, is close to completing its first
major nudge project — using behavioral sciences to influence citizens’ behavior. This project it is a classic application, in which
interventions are made in tax collection letters to reduce delinquency and increase the amount collected.

Dilemma: After running the experiment, the project managers face the challenge of being able to access data, a fundamental step
for the statistical analyses necessary to evaluate the outcome of their interventions. The team of the Secretariat of Finance, the
initiative partners, is afraid to share this data on account of the Tax Secrecy Act.

Case closure: The reader has to decide whether it is possible to follow with simpler analysis, without access to data, or if there is
an alternative to gain access and insist on full analysis.

KEYWORDS: Behavioral sciences, Nudge, Public innovation, Public innovation laboratories, Public policy implementation.

REsumoO:

Contexto: Em julho / 2019, a equipe do (011).lab, um laboratério de inovagio em governo da Prefeitura de Sao Paulo, estd perto
de concluir seu primeiro grande projeto de zudge — uso de ciéncias comportamentais para influenciar comportamentos de seus
cidadaos. Neste caso, ¢ uma aplicagao cldssica, em que se fazem intervengdes em cartas de cobranga de impostos para diminuir a
inadimpléncia e aumentar o valor arrecadado.

Dilema: Apés rodar o experimento, os gestores do projeto se deparam com o desafio de ter acesso aos dados, passo fundamental
para as andlises estatisticas necessérias para avaliar o resultado de suas intervengoes. A equipe da Secretaria da Fazenda, parceira na
iniciativa, tem receio em partilhar esses dados por conta da Lei de Sigilo Fiscal.

Fechamento: E preciso decidir se ¢ possivel seguir com anélise mais simples, sem acesso aos dados, ou se h4 alternativa para
conseguir o acesso ¢ insistir na andlise completa.

PALAVRAS-CHAVE: Ciéncias comportamentais, Nudge , Inovagao publica, Laboratérios de inovagao publica, Implementagio de
politicas publicas.

RESUMEN:

Contexto: En julio / 2019, el equipo del (011).lab, un laboratorio de innovacién gubernamental de Sao Paulo, esta cerca de
completar su primer gran proyecto de nudge (uso de las ciencias conductuales para influir en el comportamiento de los ciudadanos).
Este proyecto es una aplicacion clésica, en la que se realizan intervenciones en cartas de recaudacién de impuestos.
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Dilema: Después de ejecutar el experimento, los gerentes del proyecto se enfrentan al desafio de poder acceder a los datos, un paso
fundamental para los analisis estadisticos necesarios para evaluar el resultado de sus intervenciones. El equipo de la Secretarfa de
Finanzas, los socios de la iniciativa, tiene miedo de compartir estos datos a causa de la Ley de Secreto Fiscal.

Cierre: Es necesario decidir si es posible seguir con un anélisis mas simple, sin acceso a los datos, o si hay alternativas para obtener
acceso y insistir en el andlisis completo.

PALABRAS CLAVE: Ciencias del comportamiento, Nudge , Innovacién publica, Laboratorios de innovacién publica,
Implementacion de politicas publicas.

1 INTRODUCTION

Fabio Storino, one of the coordinators of (011).lab, was excited about the unit's first nudge project. The
unit was a government innovation lab within the Department of Innovation and Technology of the City of
Sao Paulo. In mid-July 2019, after months of study and preparation, the team was close to realizing its first
significant experiment in the use of behavioral sciences to improve public policies—in this case, increasing
tax collection. However, what seemed to be going well was in danger of going off the rails.

There was natural resistance coming from the partner of the first project, the Municipal Department
of Finance. One by one, the concerns were overcome, always finding a new paths or technically valid
alternatives. After months of negotiation and planning, the intervention in the tax collection letters of the
Cadastro Informativo Municipal (CADIN)), a register of debtors, had been put into place—almost 16,000
letters sent! And now, just in time for the goal, the referee seemed to be calling offside: the (011).lab team
would not be able to access the data for analysis of the results, since they were subject to tax secrecy regulation.

A year of work—and the future of the initiative—was at stake. What could they do to save the project?

2 EVERYTHING NEW: THE DEPARTMENT, THE DIVISION, THE LAB

Nudge projects were the result of a two-year trajectory of discussing, planning, and carrying out government
innovation projects in the Municipal Department of Innovation and Technology (SMIT). The department
was created by the new administration, which took office in January 2017. It incorporated existing projects
and divisions from different departments, and also created new divisions. Two of them stood out, one
aimed at prospecting innovations and the other at implementing innovation projects. After seven months
of team building, training, planning and many discussions, the two decided to work together, creating an
informal unit called (011).lab, a government innovation lab, with shared governance (see exhibit 1 for the
organizational chart of the department). The team of the innovation division and the leadership (comprised
of the chief of staff, the deputy commissioner, and the commissioner of the department) understood that
the concept of a laboratory was easier to communicate and to operate.

The team at the nascent lab consisted of seven civil servants in appointed positions and some interns
(between four and eight, initially). It was a young team (with an average age between 25 and 35 years old),
many with a public management degree and willing to innovate in government. But few had actual work
experience in the public sector, and none had previously worked in a government innovation unit. The SMIT
leadership supported the creation of the lab in the expectation that the unit would start to generate concrete
results throughout 2018, but it knew that it was an up-and-coming initiative, trying to do something that
was not common to municipal public management.

The lab team chose to seek among its first partners the coordinators of other divisions of SMIT, developing
a series of small projects based on agile methods and design sprint practices[[1]]. Despite some bumps, the
results began to appear, giving the team more confidence and fueling the ambition to experiment with new
themes, methods and partners. One subject stood out for part of the lab team: the use of behavioral sciences
to improve public policies.
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5 NUDGES IN THE PUBLIC AREA: THE CONTRIBUTION OF BEHAVIORAL SCIENCES

The word .nudge. describes the kind of subtle actions we do to encourage someone to adopt or avoid a certain
behavior. The underlying concept suggests practical applications of behavioral sciences insights to influence
decision making, encouraging desirable behaviors and/or minimizing undesirable ones. Nudges are simple,
inexpensive, and scalable interventions that change the way choice is presented to promote a particular
alternative, without taking away the freedom to choose others. A popular example of nudge is stickers of flies
on urinals in the men’s bathroom at an airport in the Netherlands. Another version features a soccer goal,
directing the users’ aim. Studies show up to 80% improvement in the cleanliness of those environments.

This area of study has gained prominence in recent decades, mainly from the work of behavioral economists
and psychology researchers who seck to understand how people really act — and not how we would like
them to act. However, its application in governments is more recent. A major milestone was the creation,
in 2010, of the Behavioral Insights Team (BIT) in the United Kingdom, which developed small behavioral
experiments to increase the effectiveness of several public policies. In a short period of time, the unit managed
to show remarkable results, grew considerably and today works not only for the British government but also
with other countries. It also inspired the creation of several other nudge units in different governments, both
at the national and the local level, and across many different policy areas. The team there created a model to
guide the application of these insights in public policy: the acronym EAST (easy, attractive, social, timely).
For a behavior to be achieved, it must be made as simple as possible, removing barriers (e4sy); it must be able
to attract the attention of the intended audience (a##ractive); it must be framed as something other people
are doing (social); and it should be encouraged at the right time, when people are most likely to act (timely).

The (011).lab team was familiar with this topic, having mapped some potential projects in their annual
planning for 2018. Fabio had been interested in the subject since before his experience at the City Hall,
reading articles and listening to podcasts talking about nudge experiences. However, his attention at that
moment was directed to another key project at SMIT, the expansion of the municipal Wi-Fi network in Sao
Paulo. There was little time and energy left to study the subject further, train the team, and pursue projects.
That began to change at the end of the following semester.

4 WARMING UP THE ENGINES...

Interest in starting a nudge project gained a double boost in June 2018. The project that so occupied Fabio
began to enter its final stages, frecing up his time. At the same time, the (011).lab team learned of an event,
organized by the Brazilian National School of Public Administration (ENAP), which would discuss the use
of behavioral sciences in government, with talks by specialists and the presence of public managers from all
over Brazil interested in the topic. SMIT’s leadership agreed to fund the trip, after the team considered the
potential of these policies.

It was there that Fabio began to really delve into the subject, in addition to meeting many people interested
in the subject. Among these people, he met Flora Pfeifer, an economics undergraduate student at the
University of Sao Paulo (USP) who showed great interest and theoretical knowledge on the topic. A few
months later, she was hired as an intern at (011).lab to work on nudge projects.

When planninga first project and starting to look for potential partners within City Hall, the team realized
that it still had a lot to develop in terms of internal capabilities. It was at that moment that the hiring of an
external consultancy team, which (011).lab had been negotiating for a long time, materialized. As of October
2018, it was possible to count on the support of consultants from Elo Group, a Brazilian consultancy firm
with experience in public innovation—including nudge projects.

In the meantime, the first talks with the Department of Finance were advancing for a possible pilot project.
This is a traditional area of this type of intervention, as small actions have the potential to bring about big,
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tangible results. The classic example, by the BIT team, dealt with changes in tax collection letters. It generated
an additional revenue in the order of tens of millions of pounds.

There were several meetings, first involving the senior leadership, and then the technical teams. There was
a mix of enthusiasm and caution on the part of the Department of Finance staff—despite seeing potential
in the project, any change in a system that collects taxes, fees, and debts from millions of citizens is always
a cause for concern.

Finally, conversations moved towards a potential pilot project involving collections from CADIN, a
registry of debtors in Sao Paulo. A letter is sent in batches every two weeks to people who have debts with
the municipality. The document includes a warning: if the amount is not paid within 30 days, the citizen
will enter the CADIN (it is an administrative collection stage before entering the debt roster). The project
would focus on the collection of overdue property tax (IPTU) installments. It was a simpler area to start than
directly in the regular property tax collection, the second largest source of tax revenue in the municipality
and whose millions of bank slips are sent to all property owners at the same time of year. Having decided on
the focus and already having contacts with the technical staff at the Department of Finance, the (011).1ab
team did the detailed planning and began their research.

5 STARTING THE PROJECT: THE MANY LETTERS OF CADIN

Fabio and Flora spent much of the initial project time reading government reports and academic articles on
the application of these behavioral insights to tax-collecting letters. England, Poland, Guatemala, Argentina,
Peru... there were several examples of success around the world. These readings were important to understand
what had been effective, in terms of messages in the bodies of the letters, and what was the modus operandi of
this type of project. In general, several versions of the letter were prepared, each one based on a principle. The
effectiveness of the missives was then put to test through a random experiment: the teams randomly selected,
among the target population, a group of people to receive each type of letter, and a group that would receive
the traditional letter. The settlement rate of each group was then compared to the others, and the letter with
the best performance was implemented for the entire population.

In addition to researching similar initiatives, the team also conducted work to better understand the
context. Conversations were held with the team from the Department of Finance, seecking to map the
process and understand the causes of defaulting taxes. In addition, the team made visits to the Finance
Department’s information center, talking to attendants and taxpayers about their doubts and perceptions
about the original letter.

The original letter had excessive information in small print and was written in complex and impersonal
language (see exhibit 2). In its redesign, the (011).lab team developed some hypotheses about the reasons
behind the default: people do not understand what they should do (described in the literature as an “unclear
call to action”), how to do it (“confused step by step”), leave it for later (“little sense of urgency”), do not
know what “CADIN” is and do not see the consequences of not taking action.

The lab team, with the support of the technical consultancy firm, held some workshops to design the new
versions of the letter. The first step was to create a base letter, considering some general lessons from the
behavioral sciences. Everything non-essential has been removed from the letter, making it easier to read (this
letter and its other versions are available in exhibits 3 to 7). The main information has been highlighted, in
aheading and in bold. The language has been simplified, removing all technical jargon. In addition, the team
sought to make the entire understanding of the payment process as simple as possible, removing potential
frictions to the desired action.

From this base version, some specific messages were incorporated, inspired by studies in other contexts.
One focused on social norms, similar to what was done in England. It frames the taxpayer as an individual
who is outside the group that is part of the majority and leads to behavior changes by making them perceive
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themselves as deviant. The call to action is linked to the behavior of the majority: “be part of the majority
that is up to date with Sao Paulo” and “most Sao Paulo residents paid their property tax on time. Do like
them and stay up to date with the municipality.”

Another version proposed a more alarmist and threatening approach. It secks to break inaction (not
paying) by framing it asa deliberate choice and imprintinga sense of urgency. The document has the following
excerpt: “up to now, we consider that the fact that you are not up to date with your property tax was due to
an oversight. However, if you do not pay within 30 days, we will understand that this was your choice, and
you will enter CADIN and then the city’s debt roster.”

There is also a statement with the intention of increasing awareness of the costs of not settling the
outstanding debt, highlighting all the possible consequences. At the end, the document frames the option of
non-payment as the “worst choice” for both sides with the passage: “nobody wants this to happen, neither
you nor the City Hall.”

Finally, a last letter used a flowchart to present the information, with the step-by-step process for the
payment. Visual elements were supposed to make the instructions in the letter more noticeable, making it
easier to read.

The team wrote the letters in the form of an initial prototype. Over the next few weeks, several changes
were made by going through reviews and interactions from others in the lab, the Department of Finance
team, and based on quick conversations with citizens approached on the street. They arrived at the final
versions, ready for deployment by Prodam, the city’s public technology company. It was necessary for the
Prodam team to adapt the letters to the system that printed the letters.

6 IT’S TIME FOR THE EXPERIMENT

To know which letter would work best here in Sao Paulo, it was necessary to test them. The best way to do
this would be through a random experiment, a randomized controlled trial (RCT).

Every two weeks, Sao Paulo’s City Hall sends around 60,000 CADIN notices on IPTU outstanding debts
sent to taxpayers. The team considered running the test in one of those batches of letters. The plan was as
follows: part of these 60,000 citizens would be randomly selected into sample groups of similar sizes, each
one receiving one version of the letter. There would also be a group that would receive the original letter
(“control”) to serve as a baseline. The team calculated that they would need about 4,000 people per group
to ensure good estimates. They also found out that sometimes there were more than one address registered
to the same social security number (CPF/CNP]J), so they had to avoid contamination between groups (the
same person should not receive different versions of the letter).

To make this separation between the groups, it would be necessary to take the total base, issued on
the day of shipment, and apply a lottery code, generating smaller, separate bases, each related to a type of
communication.

However, Fabio and Flora were surprised by a limitation: since the data was subject to the Tax Secrecy
Law, only tax auditors could access it. But only the SMIT team and the consultancy firm it hired had
the necessary technical skills to conduct this procedure—it would be necessary to think of another way to
operationalize this activity remotely. The solution found was the development of a code that would perform
the randomization automatically at the Department of Finance, with just one mouse click. Despite a delay
in the project schedule to develop it and do its integrity tests, the tool was successfully built.

However, this delay led to the postponement of the test: the war operation required to send all the letters
to property owners to collect the property tax, which happens in January and February of each year, brings
many other communications to a halt, including that of CADIN, which only resumes sending its letters by
April or May. In the meantime, there was a vacancy for an entry-level position in public management in Sao
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Paulo. Then, just a few months before graduating, Flora was hired and became part of the permanent staff
at (011).lab.

Finally, on June 26, 2019, the test letters were sent: a total of 15,178 CADIN outstanding debt notices
of the IPTU installments, for individuals and corporations. The intention was then to analyze the results
after the grace period (30 days) and measure the differences between the settlement rates between the groups,
according to the type of letter received.

After several false starts, things seemed to be picking up. Meanwhile, (011).lab had started other nudge
projects in other departments, but with few meaningful results. The project with the Department of Finance
promised to finally validate the bet of SMIT’s leadership on the project.

7 REsuLTs AHOY! OR ARE THEY?

After the celebrations for having managed to put the project into practice, the teams expected to be able to
compare the results at the end of July. In a meeting to plan this next step, a new unforeseen event arose: the
Department of Finance team did not want to share the data from the experiment due to the Tax Secrecy
Law. The tax auditors set out to directly compare the percentages and evaluate which letter was the most
efficient, but the (011).lab team wanted to have a more in-depth assessment, with complementary analysis to
estimate the statistical significance of the differences, perform statistical corrections, and other checks. Being
able to do the analysis on an anonymized database posed an additional challenge.

Fabio and Flora were unsettled when they left the meeting Before returning to the Innovation
Department, they stopped at a cafe to catch their breath and plan the next steps. They knew they had to
come up with practical ideas on how to solve the issues to present to the leadership of SMIT, at a meeting
that would take place later that week.
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Exhibit 1: Organizational Chart of the Municipal Department of Innovation and Technology (2019)
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EXHIBIT 2: STANDARD LETTER (CONTROL)
Figure 2: Letter used by CADIN until early 2019 to collect outstanding debts
Source: authors, from a document prepared by (011).lab.
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Cadastre Informativo Municipal - CADIN
_zi Municipel i 140542005 & Decrate Murle paln® A7 (0942006

EXHIBIT 3: SIMPLIFIED LETTER

Figure 3: Revised test letter, “simplified” version
Source: authors, from a document prepared by (011).lab.
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% COMUNICADO CADIN N2

PR__EFEITURA DE Mame/Razas Sacial:
SAO PAULO

FAZENDA

Mimers do Conlribuinle
Erderecat

Frezado(s) contribuinta, Data de Expedicd:
Pague suas dividas com a Prefeitura

Vood tem parcalas o IPTU que precisam ser pagas em até 30 dias da data de expedicao acima:

Motificagio da Parcalais) vencidaiz) o Tetal de

Exarcieic | | ihameants [NL) nhie pagais) parcelas da NL

Tades atuzlizados a7 o FrogssRmenta =1

Siga pe passos ahaixo para pagar suas dividas:

| S—
Acesse Emita a 2* via do boleto Pague o boleto v quanto antes
Ity sferofoitura. sp.gow origtu) usando o nimers do f_su]eltoz_a multa didria)
pagameita contribuinte qua astd ne para nao entrar no

canta de cima desta pagina CADIN nem na Divida Ativa

Atencicsamonto,

Secretaria Municipal da Fazenda

Acha que nao deveria tar recebido esia carla?

Casc lenha vendide ssze imdvel ou ndo seja respansavel por esze imdvel:

- AtLalize sous dadas am httped p .2PLG OV, [
+ Agend: 2ou atandimaate no "Centre de Atendimonto da Cazenda Muricipal® sxelusivameants cim
htp: sp.govbr

J& pagou as parcalas acima?
+ 3i foi nos Ghimss 13 dias: confire s& 0 pagamento caiu am hitps 28OV |
- 8¢ a pendingia cantinuar daecis ce 10 diaz do pagamenita: agande alendimants ro “Centre de
Atendimenta da Fazenda Munizipal® lush wrn b i J i )

pogevbr

Para odtros 2zsuntas, acesse httpeifp .Ep.gov.

Cadoshre Informalive Municipal - CADIN
Lai Maricipol i 14.0684/2005 2 Decrete Munlzloal 0+ 47 0962008

EXHIBIT 4: VISUALLY SIMPLIFIED LETTER

Figure 4: Revised letter for testing, “graphic simplified” version
Source: authors, from a document prepared by (011).lab.
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% COMUNICADO CADIN N*

PR_EFEITURA DE Mome/Razin Social
SAO PAULO

FAZENDA

Mumera cky Contribwinte
Enderago:

Data da Expedigio:
Frezadofa) eontricuinta.

Faca parte da maioria que estid em dia com 530 Paule

Worod tem parcelas da IPTU que precisam ser pagas em até 30 dias da data de expedigio acima:

o L Telal do

: (s) )
Exerclels || 100 L) nao pagals) parcelzs da NL

Dz AUallTa s b o plcdssa nents am,

A maioria dos paulistangs pagou o seu IPTU no praza. Faga como eles e figue em dia
om0 municipic.

Para pagar sua divida, ontrc em httpefprefaitura sp.goev briiptuy) ta, amita a 2" via do

boleta usando ¢ numsare da contribuints gue aparsce ha canto de cima a dirsita @ pagua o quante
antes — lembrande que ha uma multa diarla.

Se izso ndo lor [eilo, vocd snirard no CADIN e depois na Divida Atlva do Municipio,

Atanciogamanta,

Secretarla Munlelpal da Fazenda

Acha qus nde davaria ter raceblos osta carta?

Caso kenha vendida esse inivel u nag sejs responsdvel par esse imavel:
- Alualise seus dados sadasinais em hitps# prefeitura.sp.gav.befiptuleadasten
- Agards suu alendirmento no “Ganlo de Asndimenle da Fasanda Municipal” exelusivamente am
hitp:fagandamantassf prafeltura sp.gov.by

Ja pagau as parcelas agima’t
Se lai ngx dllimes 10 dias conlita 58 & pag zaiu #m hip:ip i sp.gav.brfi fi
- B g pondehcia cantinear dopois dhe 19 dias do pagamento: agonds atendimaato na "Contro da
Atendlimentz da Fazenda Munic pal” exelusi te =m hitt f, i Bp.gov.br

Para cutros ass itos. acesse http:fprefeltura.sp gov. bricadin

Cadastro Informative Municlpal - CADIN
Lai Municipal i 14,2%4°2005 & Dot Manicipal n® 47 09872004

EXHIBIT 5: “SOCIAL NORM” LETTER
Figure 5: Revised letter for testing, “social norm” version
Source: authors, from a document prepared by (011).lab.
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COMUNICADG CADIN N*
PR_EFEITURA DE MareHazia Sac al
SAO PAULO

FAZENDA

Mirngra do Canribuinte
Erfrreno:

Data da Expadigio:
Prozadela) contriouinte,

Atencgao: o prazo final para nao entrar no CADIN é em 30 dias

Word lem parcelas do IPTU que pracisam ser pagas em alé 30 dias da dala de expedigie asima:

Mottleacio de Farcalafz) venclda(s) e Total de

Exersicic NL) hise pagats) pareelas dia NL

Taacs alua smdos alit ¢ procrssanenls oo

Ao 0 Inomonto, consideramos que o fate do voot ndo estar am dia com o scu IPTU foi por um
deseuide. Mo entante, & vocé ndoe pagar am até 30diag, entenderemos que esza toi a sua ascolha
evach entrard no CADIN e depais na Divida Ativa do Municipio.

Para pagar sua divida, ontro am (L sp.gov.briip ita, emita a 2° via do

boleto usando o ndmcre do contribuinte gue aparces no canto oo cima & dircita © pague a quanto
antes — lamirando que b uma multa didria.
Atenciozamente,

Secretaria Munitipal da Fazenda

Acha que ndo deverin ter recebido eats carta?

{raznlenha vendido esse imave ou nae seja responsdvel por sss2 imaval:
- Atualize sous dackas cadlastrais om hitpad prefel sp.gov.bptufcad
- Agenda say atendimetia no *Centic dr Atandirerts 4a Fazenda Municipal” exelugivamente s

f.prefal spgevlby

Ji pagou ag parcolas acma?

- 8= foi ros dltimos 10 dias: corfira sR a pagamano caii em htpsip -ap.gov brfip It
G A pereldrcia continuar depeis <= 10 dias de pagamenta: agends atendimeata ne *Sentre e
Alendimanla da Fazanda Manizipal” sm hitp tosst.pr i s@.gov.or

Pata otres assurtcs, acesso http:fprafeltura.spgov brieadin

Cadastro Informative Munlclpal - CADIN
b e Deceto Manicipal 0o 47 0982006

Lz Munic pal n 14.0%

EXHIBIT 6: “DELIBERATE CHOICE” LETTER
Figure 6: Revised letter for testing, “deliberate choice” version
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COMUNICADG CADIN N®

PREFEITURA DE Nore:Ha s Soial
SAQ PAULO

FAZENDA

Murrers do Contribuinte
Enderegs:

Prezad tribuinte.
rezado(a) contribuinte Data de Bxpediho:

Vocé ainda pode pagar seu IPTU antes de seu nome entrar ne CADIN

Yord tein parcelas do IPTU que precisam ser pagas em ats 30 dias da data de expedicao acima:

venclda(s) e Total de

Exerciclo cag de
Lar iNL) nio pagals) parcelss da NL

Lards STUANZA0S 8T8 £ PROCERES NNt £

Case essa divida nae seja paga am até 30 dias, seu Anme serd inserito no GADIN & dapois na
Divida Athva do Municipio, Woog estard sujeito 4 cobranga Judlelal com a penhora do seu
imdvel, bem como nac pederd realizar cantratos com a Prefeitura, nem receber auxilios ou
incentives fiscais.

Mingudm qugr que issn acankega: nem wocd, nem a Prefaitura.

Para pagar sua divida, entre em httpoiprefelturasp.gov.briptu/pagamento, emitaa 2" via
da bolete usando o nimsero do contribuinte que aparecs no canto de cima & dirsita e pague o
quante antes — lambrands qua hia uma multa didria

Atancigsaments,

Secretaria Municipal da Fazenda

Acha gwe nae deveria ter recebido esla carla?

Casa tenha vendlds esse imdvel au hao sefa respohsdvel por esse imdvel:
- Alualice seus dadas cadasirais em hitp2 prefeitura.sp.gov.brfiptu/eadastre
- Aganas s alanzimanls ne *Cenlo da Alerdimanile da Facenda Manicipal” exclusivamente am
http:/fagendamentosst prefeitura.sp.gov.br

JA vageu as parcelas acima®
» 5z foinos Chimes 149 dizz: conira 2e o pagamants cain o httpzfprefeturasp.gov.briptu/eshsulta
- Ba a perdéncia continuar depois dz 19 diss de pagamenia: agende atendiments nn "Centrs de
Atendirmantz da Fazenca Muaicipal Tusi te 2m hity tessf. prafei SR AV

Para oures assailos, acesse hitp:Uprafeitura sp.gev brieadin

Cadastro Informative Munlcipal - CADIN
Ll Munlclipol r= 1405420050 & Decreto Municipal n™ 47 0962000

EXHIBIT 7: “CONSEQUENCES” LETTER

Figure 7: Revised letter for testing, “consequences” version
Source: authors, from a document prepared by (011).lab.

TEACHING NOTES: APPLYING NUDGES IN SA0 PAULO: ALL GOOD, EXCEPT FOR THE DATA!
Synopsis

In July 2019, the team at (011).lab, a government innovation lab in the City of Sao Paulo, is close to
completing its first major nudge project.using behavioral insights to influence the behavior of its citizens.
In this case, it is a classic application, in which interventions are made in letters sent to taxpayers to reduce
outstanding debts and increase tax revenue. After running the experiment, Fabio and Flora, the project
managers, are faced with the challenge of accessing the data, a fundamental step for the statistical analysis
necessary to evaluate the results of their interventions. The team from the Department of Finance, a partner
in the initiative, is unwilling to share this data due to the Tax Secrecy Law.
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Teaching objectives

The main teaching objective of the case is for its readers to understand the processes and challenges of carrying
out a public innovation project, especially initiatives that make use of insights from the behavioral sciences.
Then, they must be able to formulate alternatives for action, seekinga balance between the recommendations
of the literature and behavioral sciences good practices and the reality of everyday public management.

The case is indicated for classes and subjects that discuss the following topics[[2]]:

- Public innovation and new methods of public management

- Planning and implementation of public policies

- Design of behaviorally informed public interventions

- Experimental methods for impact assessment

It can be applied to undergraduate students (closer to the end of the course, as it demands a considerable
repertoire of public management and related areas) as well as postgraduate courses.

Data sources

Data comes mainly from interviews with the managers involved in the cases, Fabio Franklin Storino (Public
Innovation Project Coordinator at (011).1ab) and Flora Pfeifer (project manager at (011).lab). Two semi-
structured interviews were carried out, each lasting approximately 1 hour. In the first interview, the main
concern was to collect general information about the case, data on the organizations involved, on the context
in which the project takes place and the people involved. From there, the authors organized the chronological
line of events and structured the narrative. The second interview focused on detailing the prioritized problem
situation, going into the details of project implementation, difficulties and alternatives considered.

Documents relevant to the case were also collected, such as the organizational chart of the department
and the letters used in the experiment.

Questions for discussion

The following study questions are suggested so that students can adequately prepare for discussing the case:

1. What most caught your attention about the way the nudge project in Sao Paulo is being implemented?

2. What aspects led to the exposed conflict and how could they have been minimized during the previous
stages of the project?

3. What strategies can the project team pursue to get around the issue?

Students are expected to address the following points when answering the questions.

1. It is possible to highlight several characteristics of innovation projects (in general) and/or nudge
projects (specifically), such as the inspiration in agile methods / design thinking ; the importance of different
forms of research (desk research / literature review, field research); direct contact with the public policy
target audience (in this case, taxpayers); collaborative design with the officials responsible for the policy;
methodological rigor for the test to have statistical validity; the openness of the team to adapt what was
planned as the project unfolds; the need to have multidisciplinary teams, with different skills and abilities.
It is also interesting to note the delay in the project, possibly because it is new in the context in which it
is applied and because it changes how the policy has been traditionally done. Lastly, one could point to a
potential resistance from the Department of Finance team.

2. The analysis of the facts presented in the case points to some hypotheses. The main ones include the little
practical experience in public management on the part of the lab team; the new type of behavioral science
project (it is the first of its kind for (011).lab); the complexity of the type of project, which may not have
been well explained by the lab team and/or well understood by the Department of Finance. It is possible to
wonder if the position does not express a latent resistance of public servants to the project, perhaps worried
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that its success will shed light on the secretariat’s problems; or that the potential success increases the lab’s
reputation while diminishing that of the department (Yoo, they are the innovators, not the old-fashioned
bureaucrats...”). Paying more attention to communication and relationships with partners seems to be key
to avoiding problems of this kind in the future.

3. There are a few options. The first, letting a tax auditor directly conduct the analysis, is not ideal, since he
would only compare the percentages and would not follow the proper protocols of statistical analysis, such as
checking the confidence intervals, crucial to give credibility to the results. It is also possible to try a political
articulation, involving the leadership of SMIT or maybe even the mayor. This could potentially work, but
it can also generate enmity and even more resistance on the part of the Department of Finance. Another
option is to continue arguing at the technical level, emphasizing the importance of having access to the data
to carry out the most complete analysis possible. Finally, it is possible to look for alternatives to protect the
data (for example, with encryption and hashing techniques. and thus allay the servers’ concern about the
Law. There is no single correct way to answer this question. The most important thing is to observe whether
the student argues consistently with the case data and intertwines political, technical, legal and negotiation/
communication issues in their proposed action.

MAIN CONCEPTS AND THEORIES MOBILIZED BY THE CASE

Implementation of public policies. Implementation is part of the well-known cycle of public policies,
which generally comprises the phases of agenda-setting, formulating alternatives, decision-making,
implementation, monitoring and evaluation (Howlett & Ramesh, 1995). It is in the implementation phase
that public policies are actually executed, becoming tangible and being put into practice in the real world.
There has been greater interest in this phenomenon in recent years, with more and more research showing
that it is not just a step that follows “naturally” after planning (in other words, just doing what was planned
is not enough ); that the boundaries between formulation and implementation are more fluid than the cycle
suggests; and that the bureaucrats who actually deal with the day to day of public policy—both middle-level
and so-called street bureaucrats—have much more power to influence the way action takes place than was
initially thought (Sabatier, 1998; Marques, 2003; Lotta ez 4/., 2018).

The case discussed here clearly demonstrates these points raised above. It also illustrates how, in innovative
processes, in which a given type of public action is implemented for the first time, implementation gains
even more relevance compared to planning. We do not argue that planning is not important, but rather than
the contact with reality — for example, with the partner teams of the Department of Finance — challenges
and potentialities that were not observed before are revealed, which influence the way in which the policy
is implemented. This can be explained both by the little experience of the lab team, which is developing
its capabilities as it carries out new projects, and by the context of the Sao Paulo City Hall, an unfamiliar
environment for this type of policy and which may require adaptations given its institutional and cultural
characteristics.

Public Innovation Labs. Demands for a more transparent, effective, and citizen-friendly public
administration have led to the search for new management models, based on open innovation, policy co-
creation, open data and methods inspired by design thinking practices. In this scenario, the implementation
of innovation labs (iLabs) became more common: they are spaces for generating ideas and solutions to public
problems using a collaborative approach, involving the private sector and civil society (Acevedo & Dacen,
2016; Schuurman & Ténurist, 2017). There is a marked increase in the number of Brazilian (Cavalcante,
2019) and international experiences (Acevedo & Dacen, 2016) in recent years.

The case clearly exemplifies several points raised in the literature, such as the potential of iLabs to create
and facilitate innovation processes, or the need to challenge barriers to innovation in the public sector,
which include the pressure to deliver short term results, the overload of clerical work, short-term planning
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and budgeting, and a risk aversion culture (Mulgan & Albury, 2003). Finally, we can also talk about the
challenge of scaling innovative projects, as pointed out by Mulgan (2014). It is possible to discuss the type
of institutional capacity that the lab will need to develop if it wants to move from pilot projects to a large-
scale nudge policy or unit at the Sao Paulo City Hall.

Nudge: use of behavioral sciences in public policy. In 2008, Richard Thaler and Cass Sunstein published
the book Nudge. They posit that a careful design in the way the choices are presented to the people (choice
architecture) can influence the decision towards a certain option. Based on empirical research in behavioral
economics, psychology, and related areas, the authors define nudges as simple, inexpensive, and transparent
interventions that change the architecture of choice in favor of an option, without, however, changing
the incentives in a way that is no longer reasonable to stick with the previous choice, such as banning an
option outright or changing the economic incentives at stake (Thaler & Sunstein, 2008). In the last decade,
behavioral science units applied to public policy—popularly known as zudge units—have emerged and
multiplied around the world.

One of the main methods used to evaluate the application of nudges is the randomized controlled trial
(RCT). It has been widely used to assess the impact of behavioral science interventions. The method,
traditional in the pharmaceutical fields, has been brought to the social sciences recently, especially due to the
work of Duflo, Kremer and Banerjee, winners of the “Nobel” in economics in 2019 (Svensson, Fredriksson,
& Persson, 2019).

Behavioral interventions gained prominence in tax collection. In 1995, the first project of such kind was
carried out, within the Minnesota Department of Revenue, in the United States. New letters to taxpayers
were designed, leveraging on social norms (the statement that “most citizens are up to date with their taxes”),
and the impact was measured through a field experiment, with positive and statistically significant results
(Coleman, 1996). A similar application was made in the United Kingdom, in which the new letter contained
the information that “9 out of 10 citizens paid their taxes on time,” which brought a 5.1% increase in the
tax compliance compared to the control group (Hallsworth et al., 2017). Since then, similar initiatives have
been undertaken around the world, with varying rates of success depending on the principle being tested
and the local context.

The case of nudge in Sao Paulo illustrates this application, with the random choice between who will
receive the new treatment (the redesigned letters) and the control group, who will receive the traditional
letter. After a while, the outcome indicators between the two groups are compared, and the difference in the
averages is the impact caused by that factor, controlling the results for other potentially relevant variables.

This method is considered the gold standard of impact assessment, that is, the one that more precisely
manages to establish a causal relationship between the intervention and the observed result. With the
random selection for the treatment and the control groups, it is ensured that the groups are as similar as
possible, including observable or hidden traits that may have some impact on the result. In addition, the
analysis is performed at the same moment in time to avoid that some other factor, such as changes in the
economic cycle, impacts the result. The importance of following such protocol to legitimize the experiment
and the reliability of the results explains Fabio and Flora’s reluctance to let the Department of Finance team
make direct comparisons of the results.

Further readings

If deemed appropriate, the teacher can ask the class to also read the following texts in addition to the case
(before or after class):

Cavalcante, P.; Mendonc#a, L.; Brandalise, 1. (2019). Politicas ptblicas e design thinking: interagoes para
enfrentar desafios contemporineos. [z: CAVALCANTE, P. (ed.). Inovagio e politicas: superando o mito
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da ideia. Brasilia: Ipea. Retrieved from https://repositorio.ipea.gov.br/bitstream/11058/9383/1/Pol%c3%
adticas%20p%c3%bablicas%20e%20design.pdf

This article provides a good general contextualization of the challenge of innovating in the context of
Brazilian public administration.

Campos Filho, A.; Sigora, J.; Bonduki, M. (2020). Ciéncias comportamentais ¢ politicas publicas. In:
Ciéncias comportamentais ¢ politicas publicas: o uso do SIMPLES MENTE em projetos de inovagao.
Brasilia: Enap. pp. 20-37. Retrieved from https://repositorio.enap.gov.br/bitstream/1/5219/1/gnova_sim
plesmente_digital_simples.pdf

This article provides a helpful review of the literature on the use of behavioral sciences in public
management.

Teaching plan (for an 80 to 100-minute class)

The case should be distributed one to two weeks in advance for students to read. Sending the “Questions for
Discussion” is also recommended, facilitating the students’ preliminary analysis of the case.

The teaching plan below assumes that the class will have read the case and will be able to have the discussion,
facilitated by the teacher.


https://repositorio.ipea.gov.br?/bitstream?/11058?/9383?/1?/Pol%c3%adticas%20?p%c3%bablicas%20?e%20?design.pdf
https://repositorio.ipea.gov.br?/bitstream?/11058?/9383?/1?/Pol%c3%adticas%20?p%c3%bablicas%20?e%20?design.pdf
https://repositorio.enap.gov.br?/bitstream?/1?/5219?/1?/gnova_?simplesmente_?digital_?simples.pdf
https://repositorio.enap.gov.br?/bitstream?/1?/5219?/1?/gnova_?simplesmente_?digital_?simples.pdf
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Table 1: Suggested teaching plan

. Duration . . <
Actirity (i minies)y Mainpoints [ ksues

1. Wanmning 5 Start the discussionseeking to knowr if there are people in the class
with experience in public inovvation projects, pablic imnosation labs
ot behavioral sciences, and then ask if the person has had similar
experiencesidifficulties.

Anotheroption is to ask whether it’s coramon to receve confusing,
hard-to-read letters fromm govermment azencies and explore a litfle hit
of whyrthis is the case—and sore of the consecuences.

2. Organizing facts 1% The 1dea is to orgarize the main facts of the case:

and chararters Who are the main characters in the case? What do we Imow about
them?

What s af stake for fhem? What canihey gainor lose depending on
whif happens in thaf situafion?

Consider focusing not only on people, but also on the institotions
irvokved [(011) Jab, ST, Department of Finance]

3. Challenges of an 1% In this section, you can explore in depth the charactenistics — and
inncvation project challenges — of'a public innovation project.

What draws pour affention fo how fhis project was implemented?
Wy do you fhink these challenges appeared?

What adwanteges and dizadwantages are there in ihis fipe of profect?

4, Nudges —use of 20 It iz time 1o get into the details of how a nodge project works, and
behavioral sclences in hiowr it relates o the case.

public manazetnent Dhidpou already know fe expression mudge?

Do pou recogmize anp kind of nudge thaf has already been done fo
Jou—public or privafa?

Which letfer do you ik will bring move resulis, and wiy? (Tou may
fake @ vofe on fhis point)

Are there efhical lmits fo fhis fppe of infervenfion?

5. Thinking about a0 The titee has come to thirk about how to deal with the dileraroa
alternatives presented in the case.

The leadership meefing is coming up. What do pou propoze?

Would pou lef the Depariment of Finanee feam do fhe analysis? Can
JYou think of anp elfernafive fo gef fhe data?

Howwouldyou implement fhis idea?

6. Beaching a decision 1% To close the discussion, ask students to systematize whiat theyr hase
learned about the raplermentation of public innoeeation projects.

It iz alsointeresting fo reveal the solution found byrthe tearn and what
were the results and developrnents for the fiutare of the rudgze
initiatrve and of (011 1ah.

Source: authors.
What happened in the real case

Fabio and Flora realized that there had been a failure to communicate about the methodology and stages of
the project. The Department of Finance team had understood the reason for the experiment, but not the type
of statistical analysis necessary to validate the results. As a first learning experience for a public innovation
project, some concepts are complex and need to be explained in detail, in a didactic way and in a language
familiar to the partner. In addition, tools that explain the tasks of each part and the stages of the project can
help during the agreement phase at the start of the project.

In addition, the (011).lab team was still learning along the way and did not yet have full knowledge of
what data they would need or how to carry out a detailed analysis. To fill this gap in technical capacity,
they turned to academic partners. In conversation with researchers who had more experience in evaluations,
they found out about two strategies for working with data protected under fiscal secrecy: creating a secure
computing environment or anonymizing the database. The former could be built in the form of a machine in



FERNANDO DO AMARAL NOGUEIRA, ET AL. APPLYING NUDGES IN SA0 PAULO: ALL GooOD, EXCEPT FOR THE DATA!

the Department of Finance itself without internet access and with the USB ports disabled. The anonymized
database strategy would depend on the Department of Finance preparing the database, removing sensitive
data, and anonymizing it.

These two strategies were suggested to the Department of Finance team. This decision went through
several instances within the department since it was a sensitive topic and involved data from another
department. It was also necessary to file a formal request via SEI (the City Hall’s electronic process system)
and articulate if politically via the leadership. After a few months, they had access to the anonymized database.
The analysis would face some limitations, since relevant data, such as the amount due, was not provided, but
it would be a start. In the meantime, Fabio and Flora hired a consultant specializing in experimental methods
and impact analysis to help with the task. After their conversations with academia, it became clear that that
technical competence was, for now, beyond the team’s internal capacity.

The first results of the analysis have shown that two letters had a positive and statistically significant impact:
the “consequences” letter of (exhibit 7) and the “deliberate choice” letter (exhibit 6). They increased the tax
compliance rate by 4 (8.4%) and 3.05 (6.2%) percentage points, respectively, compared to the traditional
letter. It was possible to provide a first estimate of the potential for increased revenue in the year, if the letter
with the best performance were implemented: it would reach tens of millions of reais.

To ensure the adoption of the letter with the best performance and to obtain additional data to refine the
analysis, (011).1ab scheduled a meeting to present the results involving the deputy commissioners of the two
departments involved (SMIT and Finance), in addition to their technical teams. They presented the results
in an objective way, showing the rigor of the analysis. This meeting was crucial in gaining the internal support
of the other department on the project. As a result, it was decided to implement the best letter and they were
able to deepen the analysis, with more data made accessible.

The success of this project also opened the door to other innovation projects in the Department of Finance.
For more information, we recommend reading the following document:

(011).1ab. (2019). Como aumentar o pagamento de impostos em atraso? Dividas do imposto predial e
territorial urbano (IPTU) parcelado. Sao Paulo: Prefeitura de Sio Paulo. Retrieved from https://repositor
io.enap.gov.br/handle/1/5220.
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NOTES

[1] Agile methods and design sprint practices are characterized by a focus on speed, frequent iteration, and concern for the
needs of service users. They differ from more traditional approaches, which tend to over-prioritize long planning steps.
For more information, see: https://repositorio.enap.gov.br/handle/1/3525.

[2] This teaching note focuses on the subjects mentioned, but the case also has the potential to generate good discussions
in classes about state capacity, social or public marketing, and public law.
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