Iililil‘ SMALL BUSINESS

| majoRITY

Opinion Poll

Small Business Owners Support Legislation Requiring Transparency in
Business Formation

April 4, 2018

Small Business Majority
1101 14t Street, NW, Suite 950
Washington, DC 20005

(202) 828-8357
www.smallbusinessmajority.org



Executive Summary

Under current law, business owners are not required to list their identity when they establish a business,
which has encouraged some to establish anonymous shell companies to engage in illicit behavior.
However, Congress is currently considering bipartisan legislation that would require businesses to list the
true identity of their owners when forming to address issues of fraud and abuse. The legislation provides
that owners’ names would be kept private and would only be made available to law enforcement with a
proper subpoena or summons. Some have argued that this increased transparency could boost
accountability and confidence in the system, while others have raised concerns that it could hinder
business formation. Now, new scientific opinion polling shows small business owners decidedly support
this legislation.

The survey, conducted by Chesapeake Beach Consulting for Small Business Majority, revealed that 77% of
small business owners agree Congress should pass legislation that would require businesses to list the true
identity of their owners when forming, with roughly half (49%) in strong agreement. The poll was an
online survey of 500 small business owners nationwide conducted between March 5 and 11, 2018.

Additionally, the survey found a vast 84% of small business owners say the use of shell companies to win
contracts or obtain government set-asides reserved for small businesses is a problem. Nearly 6 in 10
(58%) believe this is a major problem, and only 5% of small business owners say this is not a problem.

What’s more, the survey results indicate that small business owners do not believe this disclosure would
place a burden on their business. Indeed, 76% of small business owners feel legislation requiring small
businesses to list the true identities of their owners would benefit them by protecting them from contract
fraud and giving them fair access to government set asides, compared to just 9% who feel that such
legislation would be a burden or would stifle business creation. Importantly, nearly all small business
owners disclose their true identities when establishing their business. A mere 3% of respondents say they
did not disclose their identity when setting up their small business.

These results are similar across all geographic regions and there is no difference among respondents
based on political affiliation. Indeed, the same number of small business owners identifying as Democrat
or Republican (79%) agree that Congress should pass a law requiring businesses to list the true identity of
their owners when forming.

As these results show, small business owners are broadly supportive of legislation that would further
improve accountability in rules regarding business ownership transparency.

Methodology

This poll reflects an Internet survey of 500 small business owners nationwide with 1-100 employees. The
poll was conducted by Chesapeake Beach Consulting for Small Business Majority between March 5-11,
2018. The margin of error is +/-4.4%.
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Main Findings
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Small business owners support legislation requiring disclosure of business owners:
77% of small business owners agree Congress should pass legislation that would require businesses
to list the true identity of their owners when forming. Under the bill, the owners’ names would be
kept private and would only be made available to law enforcement with a proper subpoena or
summons. Roughly half (49%) strongly agree we need this disclosure in place.
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Small business owners believe use of shell companies to fraudulently win contracts
is a problem: A vast 84% of small business owners say the use of shell companies to win
contracts or obtain government set-asides reserved for small businesses is a problem. Nearly 6 in
10 (58%) believe this is a major problem.

Small business owners believe legislation requiring small businesses to list the true
identities of their owners would benefit rather than burden their businesses: More
than 3 in 4 small business owners (76%) think legislation requiring a small business to list the true
identities of their owners would benefit small businesses by protecting them from contract fraud
and giving them fair access to government set-asides. Just 9% of small business owners think such
legislation would be a burden on businesses and would stifle business creation.
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Nearly all small business owners disclose their true identities when establishing
their business: A mere 3% of respondents say they did not disclose their identity when setting
up their small business.

Small business owners are politically and geographically diverse: 45% of respondents
identify as Republican or Republican-leaning independents, 39% are Democrat or Democrat-
leaning independents and 15% are pure independent. Additionally, 22% of respondents are from
the West, 25% from the Midwest, 38% from the South and 16% from the Northeast.



Toplines
500 Small Business Owners Nationwide (Online)

1-100 Employees
March 2018

1. Please indicate your gender

L PSRN 22%
MIAWEST eeeenviieeeeireeeeieeeeecrte e eeiree e eerre e e e streeeeeraeeeesaeeeenasasesnnnns 25%
SOULN e e rre e e 38%
B\ [0) 4 # o <Y 1<) SRR RRSRRRRRRRRRRRN 16%

OT1€ c.iiiiiieiiiiiiieeieeetee ettt et e e e et e e et e et e e e eeeeeeeeeeeaeeesaeesaeeseesasssssssassasanns 25%
b2 (0 1 ¢ OO PSSP PSR RRPPPUPRPION 56%
TO L0 10 ittt ettt e e e e eeeree e s e e e e e e eneananeees 9%
20 T0 4O teittiieeeeeeeeeeetree et e e e et e e e e e eeeraaa e e e eeeaees 6%
5O T0 100 ceuiieieiiiiiiiiiieeeeeeeeetteiieeeeeeeeeeereaaaeeeeeeeanennssnnssseseeesees 4%

5. How long have you been in business?

Less than ONe Year ........coceeverveeriieriiersienseeeieneeeieseeeeeseeeneens 2%
One t0 ThIee YEATS .c..ceviieieeieeieeieete ettt 11%
FOUT 10 SIX YEATS .vereureeeiieeriierieerete et st eaee 13%
SEVEN £0 10 YEATS .ceuvriiiiiiiiiiiiiieiiiieerrte ettt 14%
More than 10 JEATS c...cecveereerrierrierriieieerreereeeieeseeeseeeseeesreereennes 60%
DONE KNOW .ttt 0%
REfUSEA..ueieniieiieieeieeeeeee ettt 0%

6. Asyou may know, current law allows a business to be established without listing the identities of the
business’ owners. Some have used these anonymous shell companies to engage in illicit behavior
such as money laundering and financing criminal activity. Congress is considering legislation which
would require businesses to list the true identity of their owners when forming. The owners’ names
would be kept private and would only be made available to law enforcement with a proper subpoena
Or summons.

Do you strongly agree, somewhat agree, somewhat disagree or strongly disagree that Congress
should pass such a law?

STTONELY AZTEE «.eenvenieenieeiieeieeie ettt et ee s s eaee s 49%
SOMEWNAL AZTEE ....couvieuieeiiieieeieeieete ettt 28%
Somewhat diSAZTee .......covververiierierierienteeeeeee e 7%
STrongly diSAZTEE ..cc.veeveeierierierierie et et et eee e 7%
DON't KNOW e.iiiiiiiieceiieeeeette ettt ree e e tree e e vre e e araeeeanes 9%
REfUSEA..cutieiieiieieeieeeeeee ettt 0%
AGREE.....iuiiuiiiniinirenciniceeiieictniiaiinietsseassssceasssscesssens 77%
DISAGREE . .....cccttuiiuireniinnnencinncencienceasencessceacesscensanes 14%
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7. Some have used shell companies to fraudulently win contracts or obtain government set-asides
reserved for small businesses. Would you say these practices are a major problem, a minor
problem, or not a problem?

Major PrODIEIM «..ouveeieeieeieeieeeete ettt 58%
MiNOTr PIODIEIM ..couvieiieieeieeieeieee ettt 27%
NOt @ Problem .....ccceevueeiieriinieeieeeeeeeee ettt 5%
DONE KNOW .ttt 11%
REfUSEA..cnntieiieiieieeieeeeee ettt 0%
PROBLEM.....ccucttuttuireniennnenceanceacsasceassncesssessssscrnnsanes 84%
NOT A PROBLEM.....ccctuiteuiennrencennceacsanceasencesnsenccsnens 5%

8. Some people say that requiring small businesses to list the true identities of their owners would
benefit small businesses by protecting them from contract fraud and giving them fair access to
government set-asides.

Other people say that requiring listing of business owners’ identities places an unnecessary burden
on businesses and would stifle business creation.

Do you think it would be a benefit or a burden for small businesses such as yours to disclose the
true identity of their owners?

It would be a major benefit for small businesses.................... 37%
It would be somewhat of a benefit for small businesses......... 39%
It would be somewhat of a burden for small businesses........ 7%
It would be a major burden for small businesses.................... 2%
DONt KNOW..oiiiiiiieceiieeeeitee ettt e eeree e e tree e eevr e e s e nraeesanes 14%
REfUSEA ...ttt eeeeeannees 0%
BENEFIT ...ccccciieceiecececocececosacocasscssssscsssssssssesssossseses 76%
BURDEN ...ccictteiecececececocecececececasscssssscsssssssssesssessseses 9%

Y S it aaaaaaanaaee 95%
0o PP PPPPPPPPPPPPRt 3%
| DT0) 018 -4 100 ) 120U 1%
ReEfUSEA...ccooiiiiiiiieeeeeeeeeeeeeeeeeeeeeeeeee e <1%

Now, I have just a few questions for statistical purposes...

10. How would you categorize your business?

2] 7 11 USSRt 17%
Financial, insurance or legal SErvices ........cccceevuereverevueersveennne 9%
(063515111 115 10 ) o AN 8%
Real €STALE ..eeiiievieiceiiieeeciee et 6%
Information technology ........cccceeveeverniesensinrenseeeeseeeee 5%
AGTICUITUTE ..ottt ettt 4%
ManufacCturing ......ccecceevveerierrierriennieerieerreesreesreeseeesreessessseessesnnes 3%
Medical or dental ..........coooeeeeiiieieiiiee e 3%
Restaurant or food SEIVICE .......cceeevveeeevirieeeeiieeeecireeeecveeeeeens 3%
Other non-retail SEIVICES .....ccovvveeecieeeeiirieeeecieeeecrreeeecveeeeenns 9%
Wholesale trade .........coveeeecivieiiiiieeceieeeecree e e 3%
@11 413 USRS PSSRNE 29%
Not sure/Refused t0 anSWer .......ccceeveeveeveeneeneeneeneeneeneenne 1%
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11. In what year were you born?

1820 et aaaaaaae 3%

B0 eeeerruuneeeaeeeeettttiaeaeeeeeeettaaa e aeeeetttraanaaeeeeararannnnaaaeeeerees 19%
AB5752 eeverruuaeeaeeeettttinaaeaeeeeetttanaaaaeeeetttataaaaeeeeaternannnaaeeeearees 20%
55704 ettt a e e e e e e e e e e e e e e e e e e e e e e e e e eaeens 32%
D5 teiiiiiieieieeeeeee ettt eeee et e e e e e e e e e e e e e e e e e e e e nnnnannannan——————————_———_. 25%

12. Generally speaking, do you think of yourself as a Republican, a Democrat, or an Independent?

DEemMOCTaL ..ot i 26%
Independent........coeeciereieieiiieieeeeee e 33%
REPUDIICAN c..eviiiiiieiiecieecteeeee et 35%

@11 473 USSRt 3%
DON't KNOW e.iiiiiiieeeiieee ettt ettt e e tvee e e vae e e e araeeennes 1%
REfUSEA.....uvviiieiiee ettt re e e e rre e e e bae e anes <1%

12a. IF INDEPENDENT, OTHER OR DON’T KNOW, ASK: Do you think of yourself as closer to the

Republican or Democratic Party?........ccocceeveeveersensiensiennuennnen. N=189
CloSer 10 DemOCTALS. .....ccccuveeeecirieeeeiieeeecireeeeereeeeecrreeeeeraeeeeanns 32%
Closer to Republicans ........cocceevvervierrieerieesensenrieeseeeeeseeeeene 26%
P38 o T3 USSR 39%
DON't KNOW eeiiiiiiie ettt tee e e tree e e vae e e nraeeennes 2%
REfUSEA.....uvviiieiiee ettt ettt re e e e vre e e e e e e anes 1%

13. Again, just for statistical purposes what was the gross revenue of your business in 2017?

Less than $100,000 ....ccccviieeeciiieeeciieececiiee e ecrre e e cveeeeeenns 39%
Between $100,000 and $250,000 .....ccccvveeeecrreeeeeirveeeeiveeeennnns 16%
Between $250,001 and $500,000.....ccccuueeeeirreeeecirreeeeireeennnnns 13%
Between $500,001 and $1 million.........ccceeeecveeeecciieeeeciveeeenns 12%
Between $1 million and $2 million ........ccceeeeeeeeeiveeeeeeeeeeinnnns 8%
Between $2 million and $5 million .........ccceeevveeeciieeeecieeeenns 4%
More than $5 million .......cceeeeeiieieciieeecciee e 2%
DON't KNOW c.iiiiiiieeeeiieeeeeteee ettt eeree e e tvee e e vae e e e araeeeanns 1%
REfUSEA.....uvriiieiiee ettt re e e e vre e e e arae e anes 6%

14. What is your race?

WHRIEE ot tre e e arr e e e raae e 82%
African American or BlacK........ccccoveeeeiiiiiciieeieiieeeeeeeeeee, 5%
Hispanic of ChiCano......c..ccecueeveeriieriiersiensiensenieesieeieeieeieeaeenn 4%
Asian or Pacific Islander.........cccocoveeeeciieeecciiee e, 4%
American INAIan .......ccoccveeeeiiereeeiieeeecee e e 1%
OERET oot ee et e e eeeanaees 1%
Biracial or multiracial.........ccccoveeeeiiieieiiiee e 1%
DON’t KNOW ettt e e eeeanaees 0%
REfUSEA....iieeiieeii ettt e e eanaees 1%
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