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Abstract of Dissertation

The Political Origins of Corporate Transparency:
Limiting Business Power by Locking in Strange Coalitions

Corporate ransparency lawsregulations and standardshave proliferated
worldwide over the last three decades. Politicians, activists, and citizens alike seek access
to information about labor rights violations, negative environmental impacts, data privacy
practices, and a myriad of other issues from spefiifns and across entire industries. But
most business interest groups prefer secrecy to openness and oppose corporate
transparency laws that would expose their activities. Becoming more transparent is often
materially and/or reputationally costly, an@ ttoncentrated costs of collecting and sharing
information faced by disclosing businesses often generate diffuse societal benefits that are
difficult to measureYet some business interest groups not only sumgpesgtercorporate
transparency, buiey also lobby national governments in favor of adopting corporate
transparency laws contrary to these assumgtiMoreover, some countries hasdopted
corporate transparency laws despite ongoing opposition from structurally powerful
industry groupsWhy do some business interest groups support corporate transparency
laws, and howdo these groupsfluencethe domesticadoption of international corporate
transparency standards?

Drawing from historical institutionalisrand theories of economic regulatjahis
dissertation theorizes eausal pathway of corporate transparency -lockentered on
policy feedback mechanisms and strange coalitions. Past policy decisions mandating
information collection by certain industries produce itelustry divergence in thei

corporatetransparency preferences. Civil society groups can then engage in policy



entrepreneurship to integrate aligned industries into a nevirgmeparency advocacy
coalition. Increasing coalition size and organizational diversitgnsifies political
pressure on politicians and undermines opposition business lobbying, leading to the
adoption of corporate transparency laws.

| conduct a structured, focused comparison of policymaking around beneficial
ownership transparency (BOBwsin the United Sites, United Kingdom, Canada, and
Australia as parallel demonstrations of this causal pathway, complemented by a
guantitative analysi®f interest group collaboration and influence through evaluating
public consultatiom comments submittedh the US rulemaikg process for its BOT law.
find support forcorporate transparency loak, contrary to conventionalisdom that
exogenous shockike financial criseandpressure fronmternational organizatiorsause
the adoption of tax transparency and finanaglutation This dissertatiorhighlights the
distributional impacts oforporatetransparencyaws, provides further evidence of when
business prefers stronger regulatiamderscores the importance pblitical actors
engagingn policy entrepreneurship activities abtain policy changeandhighlights the

limits of business power over financehd economicegulation.
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AThe Treasury Department's Financial Cri mes
to fix this regulatory gap by proposing new federal rules that would compel financial
institutions to collect beneficial ownership information &k new customess Yet the
American Bankers Association has strenuously objected to the modest oversight proposal
that Treasury has put forth, arguing that such rules will impose an undue burden and
expense on banksAmerican Banker, February 23, 2015.
i Bnks have raised concerns about implementing the rule, saying it is far better for the
government to track beneficial owner information since businesses are challenging banks'
requests for more detailed information upon opening accoudatserican BankerJuly 13,
2018.
AWith a reliable database of busi ness owner
effective partners in the fight against money laundering. They will be able to target their
resources to the most material risks rather than doing wovéersng of names and
companies. To ensure verified data is most useful, banks should also be able to use the
information for all their financial crime mitigation programs and share the information with
all those who work at the bank to screen for crimamal corrupt actorAmerican Banker,
March 1, 2023.
Chapter 1: Introduction

Corporate tansparency laws have proliferated worldwide over the last three
decades. Politicians, activists, and citizens alike seek access to information about labor
rights vidations, negative environmental impacts, data privacy practices, and a myriad of
other issuewithin specific firms and across entire industries. Transparency initiatives have
multiplied at the international level as well, providing states with model laues, and
standards to translate into national legislation. But like government transparency laws
targeting politicians and bureaucrats before them, most business interest groups prefer
secrecy to openness and oppose corporate transparency laws thhtewooge their
activities. Becoming more transparent is often materially and/or reputationally costly, and
the concentrated costs of collecting and sharing information faced by disclosing businesses

often generate diffuse societal benefits thatdifiecult to measure. Yet somadustry

groups not only suppomgreatercorporate transparency, btiiey also lobby national



governments in favor of adopting corporate transparency laws contrary to these
assumptiongvioreover, some countries haadoptedcorporate transparency laws despite
ongoing opposition from structurally powerfuldustry groupsWhy do somendustry
groups support corporate transparentaws and howdo these groups influendhe
domesticadoption of international corporate transparency standards?

Most comparative politics and international relations research emphtz®le
of crises in raising publisssuesalience and opening windows of opportunity for policy
entrepreneurs to successfully pressure policymakers into adeptinger regulations like
corporate transparency laySung, Graham, and Weil 200Aakelberg 2020; Perlman
2023).But many of tlese laws are adopted with little public awareness of the underlying
issues and over the opposition of powerful domestic business interest groups. Other
accounts emphasize the role of internatimrghnizationsas well agransnational NG©
and expert netarks in facilitating opportunities for policy learning, coercive diffusion,
and transnational network building that increagiebal pressure onationalgovernments
into adopting corporate transparency lg®sabrooke and Wigan 2016; Morse 20222t
thes accounts primarily focus on explaining policy change in developing countries rather
than developed democracies that are often accused of hypocrisy when creating and
promoting international standards that they themselves do not adopt.

Drawing from historcal institutionalism and theories e€onomicregulation, this
dissertation theorizes an alternative causal pathway of corporate transparenity lock
centered omolicy feedback mechanisms and thaitical influence of strange coalitions
at the domesticelvel. Past policy decisions mandating information collection by certain

industriesproduce intefindustry divergence in their corporate transparency preferences.



Civil society groups can then engage in policy entrepreneurship activities to integrate
aligned industries into a new pitbansparency advocacy coalition. Increasing coalition size
and organizational diversityntensifiespolitical pressure on politicians and undermines
opposition business lobbying, leading to the adoption of corporate transpwacy

To test this alternate causal pathway, this dissertation examines a specific corporate
transparency law: beneficial ownership transparency (B@#3 (Beckett 2019). BOT
laws require the disclosure of the real person who owns or controls a cer @zl
Theselaws are an idealaseto test corporate transparency laokbecausé3OT haslow
public salienceandthe existing literature expects business interest groups to oppose them
and to prevent new laws from passirioreover, existing researaliould expectthe
mechanisms associated with exogenous shocks and policy diffusion to be the primary
causal pathwayghrough which civil society groupsanovercome business opposition. |
conduct a structured, focused comparis policymaking around BOT in the United
States, United Kingdom, Canada, and Australia over thetWastdecadesas parallel
demonstrations of the process of corporate transparencyinpcomplemented by a
guantitative analysis of interest group coaedion and influence over BOT rules in the
US. The next section of this chapter situates the background and significance of beneficial
ownership transparency worldwide. | then discuss the three main goals of this dissertation
and preview the following chagrs.
Beneficial Ownership Transparency: Background and Significance

Normally confined to niche legal, accounting, and finance circles, BOT laws have
received increasing media and policymaker atterdiarthe last few years (Piotrowski

Berliner,andIngram@ 022) . A benefici al owner dght s a

per



to some share of a | egal entityés income or
Beneficial ownership transparency reveals how companies and other legal entities or
arrangements, such as trusts, are owned and controlled by their bereficiale r s 0
(OpenOwnership 2022In other words, BOT is the public disclosure of the real person(s)
who owns a corporate entity. Advocates argue that the adoption of BOT laws worldwide
arecrucial to addressing a range of transnational policy problems &osvasion, money
laundering, and terrorist financing to human trafficking, bribery payments, and fraudulent
goods. lllicit actors often use anonymous shell companies spread across multiple
jurisdictions to make their activities more difficult, if not ingstble, to tracé reinforced
by thelack of transparency arouteéneficialownersin these jurisdictions

BOT laws are one of three international &ad corporatéransparency initiatives
being advanced worldwide alongside automatic exchange of inform@iEOI) and
countryby-country reporting (CBCR). AEOI requires financial institutions to
automatically share certain account information with national tax authorities, which is then
shared with other count r thetsadsatbnanformatbrhor i t i e
exchange. CBCR requires countries to collect information odigtiebutionactivities of
multinational corporationsbroken down by jurisdiction to allocate their tax burden
appropriately. Together advocates arguesdiie A B Gax transparency policiageduce
illicit financial flows from corrupt actorsand increase domestic tax revenues from
multinational firmsand wealy individuals alikefor spending on public services

Corporateand taxtransparency laws likthe ABCs thus exemplify a potentially
radical shift away from the status quo in how firms and industries conduct their business

globally. On the other hand, thealition of firms, industry groups, and wealthy individuals



who benefit from the existence of anonymous corporate entities are powerful actors in both
domestic and international politics. paraphraseconomisiThomas Piketty2022) there
has been no pgress on an international finanaiagistrybecause wealthy Westerners do
not want oneThe #@AJohn Doed who provided the infor
Paradise Papers leaks highlighted the lack of political will fillsmesticpoliticians
worldwide to pass and implement publicly accessible beneficial ownership registiaes
recentinterview (Obermaier and Obermayer 202®&)thout sustainedgolitical will, both
comparative politics and international relations scholars theoretically expect a corporate
transparenciaw like BOT tobe adopteghortly after an exogenous shdigle the Panama
Papersin thebrief postshock window where the status quo can be challenged, the power
of anantitransparency coalitioled by business groupgould be substantially weakened
and allowcivil societygroupsto successfully press governments for policy change.

There have been three significant shocks in this policy area over the last fifteen
years. The 20009 global financial crisis produced majoternational debates about how
to better regulate financial institutions and the need for multinational firms to pay their fair
share of taxes. Global information leaks from the International Consortium of Investigative
Journalists beginning with the 20Dffshore Leaks through the 2022 Suisse Setrets
most notably with the 2016 Panama Papersentered on the harms perpetuated by
anonymous companies enabled by legal and financial institutions worldwide. The 2022
RusseUkrainian War has led to furthguestioning of the role of Western countries in
facilitating illicit financial flows for Russian oligarchs andrrupt politiciansvorldwide.

These exogenous shocks had the potential to become critical junctures in which the



unsettling of existing struates enabled actors to pushB®T lawsincluding free, central,
and public beneficial ownership registers collecting information on all corporate entities.
Yet like many major financialand transparencyregulations BOT laws in

developed democracies eft were adopted well before or after these international scandals
and over the opposition pbwerfulindustry groups. The United Kingdom passed its BOT
law in March 2015, over a year before the Panama Papers disclosures and over five years
afterthe pealof the global financial crisis. The United States passed its BOT |3anunary
2021, nearly six years after the Papers almlost thirteeryears after the first draft bill was
proposedinCongresS€.anadads BOT | aw is headalapted o t he &
in September 202¥et Australig which usually seeks to be a leadartransparency and
open government initiativefiasnot adopted a BOT law. This dissertation explains the
unlikely success of BOT laws in the United StatasUnited Kingdom and Canadand
its current failure in Australia as a result of corporate transparencyinockher than
exogenous shocks or international policy diffusion.
Dissertation Goals and Roadmap

This dissertation has three primary goals. The first is to exfilaiempirical patterns
of industry group support for corporate transparency laws, and the empirical patterns of the
adoption of corporate transparency laws in developed democracies. For the lfbuiiér,
onrecent resear ch dr aheorynofecdnomicneguiatioblagveverr 6 s (19 7
no political scienceesearch to my knowleddesexamined when and why firms support
greater transparency specifically as a form of regulation (Kennard 2020; Perlman 2020;
Moehlecke 2021Meckling and Trachtman 2@2 For the latter, while both comparative

politics and international relations scholars point to international and transnational



pressures as key factors in the global spread of transparency laws, | highlight the continued
importance of domestic politics shaping the outcomes of international standasdsng
and regulatory processé@=arrell and Newman 2014, 2015).

The second goal is to contribuépirical research on a critical but understudied
instanceof corporate and tatranspareng laws Aside from Findley, Nielson, and
Shar man®@e1)( 2hlgdoi ng gl obal field experiments
form anonymous shell companies and Coll i n,
studies of the effects of BOT registries on illfaancialflows throughreal estate markets,
no political science study to my knowledge has examined the causes ocadéipiion
Other tax transparency research in international relatiasesxamined the causes of AEOI
(Eccleston and Gray 2014; Hakelbe2§15; Lips 2019; Hakelberg 2020) and CBCR
adoption(Rixen 2013; Seabrooke and Wigan 2016; Emmenegger 2017; Christensen and
Seabrooke 2022Most comparative politics resear@n governmentransparencyaws
has focused on freedom of information (Berlir214), campaign finance (Wood and
Grose 2021), and whistleblower laws (Kosak and Fung 2014). By testing a new theory on
an understudied cadeseekto challenge and expand upon the conventional wisdom about
the causes of transpareraxyrosghe politicalscience literature.

The third goal of this dissertation is to use BOT laws as a case to test broader arguments
within international relations and comparative politics. These questions include:

Why do some business interest groups prefer stronger reg@lation
Why do some financiainterest groups losgolicy battle®

When and how do policy entrepreneurs influence policy outcomes?
How do domestic institutionshapenternational standards setting?

= =4 =4 -4

Taken togetherthe empirical chapters of this dissertatiorkséo explain empirical

variation relating to corporate transparency business preferences and law adoption, and to



testthesebroader arguments using BOT laws as a specific case. Methodologiaally
primarily on process tracing through the evaluation of primary and secondary source
evidenceacrossfour case studies: the United Kingdom, the United States, Canada, and
Australia. | also conduct a quantitative text and regression analysis of interapt gro
consultation comments in the United States to illustrate part of the causal argument related
to interest grougoordination anahfluenceover corporate transparency laws.

Chapter 2 reviews and defines the key concepts of corporate transparencst, intere
groups, and coalitions. | then evaluate the three main literatures | draw from across
comparative politics and international relatiohsgovernmentand taxtransparency
business power, and business preferendesdevelop the argument. Chapter 3 lays
the theory of corporate transparency lackacross two stages. In the first stage,
governmentsadopt industrywide information collection rules in response to a policy
problem. Regulatedindustriesabsorb the high costs of information collecti@o hey
prefer greater corporate transparency to lower tregjulatorycompliance costs. In the
second stage, civil societgroups engage in policy entrepreneurship activities
particularly coalition-building with regulatedindustry groups to build a crossectoral
i s t r coalitppe that convincegpolicymakersto adoptcorporate transparency laws.
Chapter 4 describes the methodological approach: the case selection, scope conditions,
variables, hypotheses, the data collected to test the hypottheseserview dataand the
process tracingpproach

Chapter 5 asks why some industry groups support increasing corporate
transparency and tests the first stage of the theapfaining variation in business

preferencesl demonstrate that information colleatioules did change industigroup



preferences from opposinggapporing corporate transparency lavsimarily seeking to
lower high compliance cos@ndto levelthe playing field Chapter 6 asks how and when
do supportive industry grougsave influence over corporate transparency adoption and
tests the second stage of the theoqglaining variation in thadoptionof BOT laws | find
support for the necessity golicy entrepreneurshipy civil society groupso build
coalitions with suportive industry groups to create a large, cresstoral coalition
advocating in favor of corporate transparelamys.

Chapter 7 focuses on the United States and tests whetheapsparency coalition
members were more likelp coordinatewith one andterandto havegreaterinfluence
over regulatory outcomes through analyzmgplic consultation submissions &S BOT
regulations. | find thatmembers of thepro-transparencycoalition did have greater
influence over thdirst BOT rulemaking However, thee is no evidence of systematic
coordination across interest groups members of the coalition through reused text across
comments.Chapter 8 addresses the three main alternative explanatiomsogenous
shocks, international pressures, and federal@nthe adoption and spread of corporate
transparency laws worldwide and why they fail to explain variation in the adoption of BOT
laws. Chapter 9 concludes with the theoreticagéthodological empirical, and policy

contributions of this dissertatiand suggsts directions for future research.



Chapter 2: Literature Review

This chapter reviews the existing social science literature on transparency,
regul atory preferences, and business power
why do somendustry groupsupport corporate transparerays and how are they able
to overcome opposition from other powerful firms and industry groups? First, | define the
key concepts referenced in both the literature review and the theory and discuss how they
relate to the existing literature. | then outline the existing explanatiomstfiansparency
research in political science to sugg#sat the exogenouslgriven causal sequerse
advanced irmany existingstudies neglect endogenous caubas better explain variation
across casedlext, | review existing explanations from the Imesis politics literature about
the conditions under which businesses achieve their policy preferences and about the
conditions under which businesses prefer stronger regulation. | suggest thistcingtry
divisions in business support for greater coap®rtransparency can undermine the
opposition of more structurally powerful business actors. Taken together, the literature
review in this chapter forms the basis for theorizing corporate transparencin lock
developed in Chapter 3.
Concepts:Transparency, | nterest Groups, and Coalitions
Defining Transparency

Definitions of transparency cluster around access to information and openness as
the two fundamental attributes of transparency, with monitoring and accountability as the
intended uses fdransparency (Ball 2009; Meijer 2014; Michener 2015; Cucciniello et al.
2017). Some definitional variation relates to the specific questions that researchers

examine. Those who examine budget transparefayinstance,generally focus on



whether the pubti has access to information about government budgetary procedures,
projections, and outcomes (Alt, Lassen, and Wehner 2014). Most transparency definitions
across the social sciences include access to information as a core attribute (Finel and Lord
1999; Grgorescu 2003; Kono 2006; Florini 2007; Lindstedt and Naurin 2010; Fung 2013;
Bauhr and Grimes 2014, Berliner and Erlich 2015). Some researchers go beyond access
and include whether the information is accurate, relevant, and complete (Michener and
Bersch P13). Ultimately, one actor produces and/or has information that another actor
seeks access to: citizens seeking information about government, the public seeking
information about firms, or individuals seeking information about one another.

Openness (Bircl 2011, 2021), on the other hand, invokes the idea of an actor
being an open book or having nothing to hide as being transparent. Making the behavior
and motives of an actor knowable to interested parties (Hale 2008) suggests this
understanding of tranapency does not necessarily rely on the production and
dissemination of information at regular intervals but ratireaccess to individuals and
spaces where one can evaluate actors firsthand (Lord 2007; Roelofs 2019). Therefore,
openness can encompasstinst ut i onal processes as well a
intentions (Wehner and De Renzio 2013). Timslerstandingf transparency is more
relational where transparency is generated through interactions among actors over time.
this dissertation, | focusn access to information rather than openness as the key attribute
in defining transparency.

Monitoring and accountability are the two maeged intended uses of
transparency. For instance, providing adequately reasoned explanations of public action

and making government processes accessible and comprehensible to the public



(Birkinshaw 2006) prioritizes the publicds

principatagent relationship (Broz 2002; Prat 2005; Meijer 40RAccountability is an
intended onsequence arising from the ability to monitor. Being able to attribute the
outcomes of actions to particular politicians (Hood, Fraser, and McGarvey 2006; Alt and
Lassen 2006) implies a causal mechanism of monitoring leading to attribution of
consequencdsading to accountability. One can extend this monitoring function to a wide
variety of other actors, such as consumers monitoring corporations or donors monitoring
nonprofits via access to information. But the connection between transparency and
accountaility is tenuous at best based on existing empirical evidence even when these
monitoring mechanisms are in place (Fox 2007; Honig, Lall, and Parks 2022; Kirkland and
Harden 2022). Therefore, | focus on transparency enabling one set of actors to monitor
arother as the key use of interest.

Combining these attributes together, | define transparency as the collection and the
dissemination of information about an organization that allows external actors to monitor
the internal workings or performance of thagamization (Grimmelikhuijsen and Meijer
2014). Government transparency includes information availability about legislative,
executive, and judicial organizations, along with -sational or local government
organizations. Corporate transparency, then,udes information availability about
individual firms, corporate groups, and indusdteyel organizations (e.g. professional or
industry associations and standase#ting bodies). The transparency provided by these
organizations may be voluntary or involary, such as mandatory annual reports versus
information leaks. Transparency can also be proactive, such as publishing data on a website

at regular prescribed intervals, or reactive, such as providing information on request to



actors outside of the orgamation (e.g. freedom of information laws). All supply increased
access to information.
Defining Interest Groups

Assessing the transparency preferences of different actors, how they doswe to
those preferences, and how they try to achi&een through tle policymaking process
requires a definition of interest groups. Discussion of interest group formation, activity,
and influence both within political science and in related fields such as public policy has
produced an array of definitions for organizederasts. One common approach to
partitioning organized interests that attempt to influence policy separates them into those
primarily driven by economic interests (e.g. specific companies and industry associations)
and those primarily driven by public imésts (e.g. civil society organization or advocacy
groups), only calling the former interest groups. Research using this definition implicitly
assumes that interest type matters, with economic interests having greater policy influence
than noreconomic ingrests. Yet other studies define interest groups more broadly,
highlighting how business and NGO networks have similar strategies and activities and
can functionally be understood as competing interest groups (Sell and Prakash 2004) or
taking as given thaihany different types of groups organize and have influence (Dur 2008).

| draw from research using the latter definition of interest groups. | define an
interest group as a political actor that has a defined organization, pursues influence over
political decisionmaking and policy outcomes, and does not seek public office (Beyers,
Eising, and Maloney 2008, 1144.09; Kluver 2013, %). This definition encompasses
individual companies, industry and professional associations, unions, civil sgraeps

ard organizations representing the collective interests of different typgsvefnment



officials (e.g. state attorney generalghile excluding political parties and social
movements. The majority of comparative politics and international relations tesearc
the last decade on interest group influence over laws, policies, and regulations is based on
this broad definition. However, interest groups frequently share preferences and coordinate
to achieve those preferences, and lobbying by individual integesups occurs
infrequently compared to collective lobbying by multiple groups in a coalition (Kltver
2013). This final definition underscores the frequency of collaboration between different
types of interest grougss a tool of influence
Defining Coalitions

For the concept of coalitions, | build on both the advocacy coalition framework
(ACF) literature in public policy and the institutions literature in political science. The ACF
takes policy subsystems as the primary unit of analysis, encompassictglattempting
to influence outcomes within that subsystem. Issues of corporate transparency can exist in
subsystems ranging from financial to environmental to internet policy and thus impact
many types of firms and industries. Subsystems are simplifieafjgregating actors into
one or more coalitions based on the shared beliefs and coordination strategies of the
coalition members (Jenkifdmith, Nohrstedt, Weible, and Ingold 2017). In this instance,
the core shared belief is support or opposition faporate transparency policies to
distinguish the two coalitions. Based on these shared beliefs and available resources,
coalition members select coordination strategies to esgureor stymie policy change.
In short, a coalition is a group of actors within a policy subsystatshare the same

policy preferenceandthatcoordinate strategies to achieve a policy outcome.



In the institutions literature, coalitions are a common bukiyeconceptualized
explanatory factor in analyzing sources of both stability and change across a variety of
institutions (Hall and Thelen 2009; Mahoney and Thelen 2015). Few formally define a
coalition in either rational choice or historical institutiosadnalyses. For instance, Peter
Hal | (2016) describes soci al coalitions as
relevant arenaodo without providing clear gui c
and who does not. On the other hand, historicéitut®nalist explanations often evaluate
the variation in the power resources of different coalitions over time to explain both change
and stability, rendering the explanatory power of coalitions less clear. Sociological
institutionalist explanations haweclearer conceptualization and define actors seeking to
change institutions as challengers and those seeking to preserve them as incumbents, with
each coalition sharing a common understanding about the rules guiding legitimate action
within a given arena (Farrell 2018; Emmenegger 2021). This sociological
conceptualization sharememphasis on shared understandings and b&lidishe ACFE
Based on these similarities, | define a coalition as a group of abtrshare policy
preferences anthat coordnate strategies to either defend or challenge an institutional
status quo.

Moreover, the ACF as a framework supports multiple theories and contains
elements of all three institutionalisms. Analyses focusing on relatively stable parameters
like regime typeconstitute structural constraints akin to structures forcing actors to select
equilibria in rational choice institutionalism or maaiuctures described in early
historical institutionalist work. Examining external subsystem events are analogous to

evalating exogenous shocks, punctuated equilibria, or critical junctures as in historical



institutionalism. Evaluating actor resources and strategies corresponds to analyzing the
activities of both policy and norm entrepreneurs in historical and sociological
institutionalism. Lastly, discussion of both short and lergn opportunity structures
mirror pathways of endogenous change in historical institutionalism. In Chapter 3, | draw
on these parallels to develop an argument about the operation of corparspareacy
lock-in across many policy areas, suggesting that that a historical institutionalist approach
better explains many transparency policy outcomes compared to rational choice and
sociological institutionalist explanations predominant in the traegpgrliterature.
Extant Explanations of Business PowerPreferencesand Causes of Transparency

After defining the key concepts grounding the literature review and theory, | now
review the existing literature from comparative politics, international oglstiand public
policy relevant to the institutionalization of corporate transparency reforms. First, | review
causal theories of change in the tax transparencyramtey laundering (AML), and
government transparency literatures. These theories circibbshe range of plausible,
relevant alternative explanations for BOT policy adoption across cases. Next, | examine
the business politics literature on regulatory preferences and power. Firm and industry
specific factors shape preference formation abolicipe and regulations including
transparency, with business varying in its ability to achieve those preferences through the
use of instrumental or structural power. For both literatures, | highlight central findings
thatinform the assumptions used to lolihe theory.
Determinants ofTransparency and AMLReforms

Tax transparency and AML policy scholdrave developed parallel research agendas

examiningoverlapping empirical cases. Because beneficial ownership transparency (BOT)



sits at the nexus of taxamsparency and AML reforms, | survey existing explanations in
both literatures and suggest that they fail to explain BOT adoptiodeveloped
democraciesSomewhat surprisingly, neither literature substantively engages with the
government transparencydrature. Nevertheless, existing explanations from the tax and
government transparency literatures provide a series of testable alternative explanations
against my proposed endogenous theory.

Overthe lastlecade pol i ti cal sci ent tasttasspaleacy e st ud |
reforms of automatic exchange of information (AEOI), beneficial ownership transparency
(BOT), and countnpby-country reporting (CBCR). AEOI requires financial institutions to
automatically share certain account information with natiaxahtithorities, which is then
shared with other countries6 tax authoritie
countries to maintain ideally a free, public, and central government register of the real
person(s) who own reportable corporate entit@BCR requires countries to collect
information on the activities of multinational firms broken down by jurisdiction to allocate
their tax burden appropriately. Hence theoretically BOT can be approached specifically as
a tax transparency reform.

Within this research agenda, international political economy researchers have
studiedthe causes of AEOI and CBCGRIoptionbut not the causal factors that determine
BOT adoption This empirical oversight is puzzling since BOT is arguably the most critical
of the ABCs to achiemgr ef or mer sé goal s; knowing who ow
information exchanges and accurate assessme
laundering issues alike (Sharman 2011; Findley, Sharman, and Nielson 2014; ICRICT

2022). Furthenore, existing theorized causes of AEOI and CBCR reform operating at



different levels of analysis struggle to explain BOT reformdevelopeddemocracies. |
group these explanations into three themes: international coercion, domestic and
international pulic salience, and transnational policy networks.

First, the USOGs coercive market power Vi
explaining AEOI reform (Eccleston and Gray 2014; Hakelberg 2015; Lips 2019; Hakelberg
2020). Other researchers have made similarangg nt s about the coercive
grey and blacklists over smaller, lower income countries in pressuring them to adopt a
range of AML reforms (Sharman 2011; Morg2619,2 02 2 ) . But the FATF
recommendations did not require substantive BOTrmefimcluding a central register or
public access, and their revised 2023 BOT standards recommend but do not require these
changesTheFATF has also largely avoided grey or blacklisting EU and G20 countries for
their failure to pass or implement global AMtandard$.Moreover, the US did not adopt
its BOT law untilJanuary 2021Dozens of countriesadadoptedBOT lawsi with some
going well beyond FATPB standardsi by the end of 202 BOT law adoption by
developeddemocracies cannot be explained through hegemonic coercion by powerful
states like the US or by international organizations like FATF.

Second, the global financial crisis and corporate tax scandals increased public
salience of tax evasion and avoidangegrong a window for governments to adopt tax
transparency reformm to make commitments to tax transparency at the international level
(Rixen 2013; Seabrooke and Wigan 2016; Emmenegger 2017; Christensen and Seabrooke
2022). Earlier crises, such as the 13ast Asian financial crisis and the 9/11 attacks,

increased the salience of money laundering issues and produced reforms (Stiglitz 2002).

1 The EU exception is Malta was on the greylist; the G20 exceptions are Turkey and Indonesia.



Relatedly JasorSharman argues rich, developed countries adopte#laptbcracy norms

and policies through a longrocess of decentralized, undirected chaf@§d.7, 12) The

end of the need to support corrupt g&dtmmunist regimes after the fall of the Soviet
Union and new consensus around the idea that corruption causes poverty among
development policymakers in tlearly 1990s gradually shifted global norms toward wide
ranging antkleptocracy reforms. Yet Sharman further argues that individual scandals
produced media coverage and political pressure, raising public salience about corruption
and forcing politiciansa enact specific policy reforms. Unlike heightened public outrage
around corporate tax avoidance or corrupt politicians, awareness and indignation toward
anonymous companies remained low even after a series of 2010s document leaks, the most
famous being th 2016 Panama Papers. These revelations did not produce sustained,
bottomup pressure on politicians or regulators to either change their preferences or to press
for reforms at the domestic or international level (Hakelberg 2020, 147).

Third, the transnatnal network positions of elite tax professionals and the ideas
they advanced within these networks contributed to CBCR reform (Seabrooke and Wigan
2013, 2016; Christensen AD2and in some instances gave experts from lower income
countries outsized influee over international tax reforms (Hearson, Christensen, and
Randriamanalina 2022). Transnational professional and policy experts advanced
argumentsupportingBOT lawswithin the FATF and the OECD but gained little traction
within these arenas. These experts did gain some influence within the EU to include BOT
as part of its broader successive AML reform packages. Yet expert influence cannot
explain the ongoing hostility from dome&sand international bureaucrats toward BOT

duringthe 2000s anthe 2010s, along with BOT policies in several countries like the UK



going beyond FATF standards at the time of adoption. These ideas were not new either;
tax professionals and other expdregan advocating for international tax transparency
reforms including BOT in the wake of financial crises in the late 1990s and early 2000s
andin the post9/11 period. These experts prioritized achieving AEOI and CBCR reform

in international discussionwer BOT, making thigausal factor and associateathwag

less likely to influence domestic policy processes.

Collectively, these explanations for tax and AML transparency reforms
undertheorize the sources of ael@vrel preferences about tax transparesog how those
preferences are integrated into the policymaking process. For US coercion explanations, it
is assumed that some set of aggregated US domestic interests prefer tax transparency
reforms without necessarily specifying which actors support geaeacy or the
mi crofoundations for their support. Mor eover
global financial system, achieving its policy preferences is taken as given. The public
salience explanation faces similar issues: it is assumed tatlreempirically established
that politicians experience reputational coBtmm heightened public awareness and
support for greater transparency to address
transparency reform in response to electoraktistd _astly, the transnational professional
networks explanation assumes that experts arrive at their preferences via their past
experiences or ideological beliefs and then are spread successfully through their policy
networks. While policy learning andfflision certainly occurs at this levePiptrowski
Ingrams and Berliner2022), substantial variation in the timing of adoption across
countries despite international consensus remains unexplained. This dissertation addresses

both levels of analysis where industry preferences come from and how they shape policy



outcomegd rather than taking one level as given as is common in IPE research in the open
economy politics tradition (Lake 2009t does so by developing a theory based on
differences in domestinformation collection rules that generate inAteatustry divisions
in the benefits ond support focorporate transparency laws.
Causesof Government Transparency Laws

Researchers across political science, public policy, public administration,
organizéional studies, and business have studied the causes and conseqfences
government transparency reforms. This rich literature has produced causal explanations
operating at the macrdstates and societies), megorganizational), and micrevel
(individual) of analysis (Porumbescu, Meijer, and Grimmelikhuijsen 2022). In this section,
| focus on explanations operating at the mdex@| where government transparency laws
are the dependent variable given the focus of this dissertation on nédheiddws.

Government transparency is not a -@mefits-all term, and political scientists
have parsed the concept into an emxgpanding set of categories covering different issue
areas. Governmental (Grigorescu 2003), regime (Mitchell 1998), democratic (FL3)g 2
fiscal (Alt and Lassen 2006; Wehner and De Renzio 2013; Alt, Lassen, and Wehner 2014;
Rios, Bastida, and Benito 2016), monetary (Stasavage 2003), tax (Woodward 2016), trade
(Kono 2006), budget (Bastida and Benito 2007), and economic policy (Hollyer,
Rosendorff, and Vreeland 20IByrall andJenser2022) transparency are sotgpes that
researchers have examined across various political institutions. Those in comparative
politics have most f adeptoonoéfreedonyofiaf@nsatoslavesd count
(Birkinshaw 2006; Calland and Bentley 2013; Berliner 2014; Berliner and Erlich 2015;

Michener 201% while those in international relations often study access to



macroeconomic and financial data at the level of central balgkelopment agencies,
finance ministries, or international organizations (Mitchell 1998; Broz 2002; Grigorescu
2003; Stasavage 2003; Hale 2008; Hollyer, Vreeland, and Rosendorff 2018). These studies
usually define transparency as recorded informatiangimade visible to users and allows
users to draw accurate conclusions from it (Michener and Bersch 2013, 234).

Common explanations within this literature largely fall within a rational choice
institutionalist framework where structures shape the pessitplilibria that actors can
select. The first set of explanations is related to regime type where researchers theorize
democracies are more transparent than autocracies (Lord 2007). This research finds that
central bank, trade policy, and macroeconomi@a @ae all more likely to be complete,
accurate, and available under democratic regimes (Broz 2002; Kono 2006; Hollyer,
Rosendorff, and Vreeland 2018). The assumed underlying mechanism is that a combination
of a free press, civil society oversight, andulag free and fair elections increatte
salience of issueshere a lack of transparencgntributes tsocietal harms. This leads the
public to pressure politicians in democratic regimes to adopt and implement transparency
reforms. Taken together, haviggmocratic institutionéimits agovernmerd s atoi | i t vy
forestallgovernmentransparency reforms.

The second set of explanations highlight the importance of legislature composition,
where governments with members who favor transparency based on trsEingbe
characteristics are more likely to pass reforms (Porumbescu, Meijer, and Grimmelikhuijsen
2022). Increasing representation of women in legislatures leads to greater attention toward
issues of accountability and equality among politicians, produgiagter transparency

(Araujo and Tejeddromero 2018). Others have found that-leftning parties are



generally more supportive of transparency overall and thus expect an increased likelihood

of policy change under lefeaning governments (Grimmelikhuijsand Welch 2012). Yet

these explanations also assume rather t han
preferences come from. Women or Jlefaning legislators may not prioritize equality and
accountability in their decisiemaking when it comes toeir rationales for transparency;
transparency may be an end in and of itself or used to achieve other goals. These
explanations also do not distinguish between transparency policies directed toward
government versus those directed toward firmstioer ators.

Political competition accounts start with the incentives of politicians and political
parties as well. Politicians are concerned about the short time hpraolemof winning
upcoming elections to maintain power and influence over policy. But@ahs are also
concerned about the longer time horizimoblemof maintaining access to government
information when they eventually are out of power. As a result, when electoral competition
is high, legislatures are more likely to pass transparency licieeduce uncertainty
around their future access to information. This competition extends to multiparty
coalitions, where parties trade secrecy for the ability to monitor their allies (Berliner and
Elrich 2015; Michener 2015). Partisan competition hankshown to increase budgetary
disclosures and the likelihood of passing freedom of information laws (Wehner and De
Renzio 2013; Alt, Lassen, and Wehner 2014; Berliner 2014). High levels of
competitiveness also increase public attention around corruptbtransparency issues
and make it more likely the government will adopt transparency. Electoral competitiveness,
in other words, conditions policy adoption and implementation via politicians seeking

access to information as a form of insurance.



Later studes questioned this logic and proposed two alternative mechanisms leading
to transparency, particularly in higlorruption contexts where one would expect strong
resistance to reform. Some theorize that transparency policies are adopted when politicians
want to signal their support for transparency to show compliance with evolving
international norms (Davidarrett and Okamura 2016). Others theorize that politicians
support transparency primarily because greater access to information enablesupottom
monitoring of principals by agents (Michener 2014). Schnell (2@x&ndghis argument
andcontend that transparency preferences among corrupt politicians indaighption
countriesare primarilydetermined by their beliefs in their ability to control Suwpe and
implementation of refors Corrupt politicians support adopting transparelagys when
they believaheywill be selectively implemented, grantitige party in powemonitoring
capacities to punish opponents while protecting allies. These msgtsateemphasize the
importance of political competition and rational choice institutionalist explanations in
favor of conforming to global norms (sociological institutionalist) or seeking greater power
resources (historical institutionalisffhroughout tis dissertationl assessnechanisms
associated with alihree of these institutionaliss to descriptively establish the primary
source of industry support for corporate transparency policies.

In summary, the three main explanations for why politicians jgasernments
transparency policies include regime type, legislature composition, and political
competition. Alternatives to the insurance mechanism theorized by political competition
explanations include signaling and bottom monitoring. While these ebgmations vary
in their specification of the causal mechanisms producing government transparency, they

do not theorize how nelegislative actors, such asterestgroups i nf Il uence pol it



decisions to adopt transparency policies. Since corporatsepeency policies impact
business, | propose a theory of why industries who previously opposed reform come to
support it and how that support transl ates
(2018) political miscalculation mechanism combinedhwitsights from the business
politics literature offers a basis for developing atéwel microfoundations for variation
in business preferences about corporate transparency policies.
Determinants of Business Power and Regulatory Preferences

Since this tssertation in part seeks to explain how BOT laws were adopted despite
substantial ongoing opposition from powerful business intgmestpsand without high
public issue saliencd also reviewexisting explanations from the business power and
regulatory preferences literatures. | concentrate the review in this section on two questions:
1) whendo businessnterest groupbave influence ovearolicy, and 2) when do business
support stronger regulatioriindings from both literatures fit squarely within rational
choice and historical institutionaliframeworksthat map onto the definitions outlined in
the concepts section. | evaluate some of the alternative explanations examined here, along
with those fom the causes of transparency and AML reforms section, in Chapter 8.
Determinants ofBusiness Power

Researchers have studied when and how business has influence over political
outcomes for several decades. While political scientists usually break bysimessinto
instrumental power non-core firm functions that businesses rely on to obtain a political
edge, like campaign donations and lobbying, either directly as a firm or collectively
through business associations (Culpepper 20hhd structural poeri firms and capital

holders control investment decisions on which the economy depends for growth



(Przeworskiand Wallerstein 1988), | group these explanations somewhat differently.
These explanations fall into two themes: the ability for business thesgblicy agenda
and the ability for business to work together on issues that collectively impact them.

Structural power explanatioresssesshe ability of business to shape which policy
proposals and reforms ar e aztorsparticglarlyiethen ment 6 s
financial industry, occupy fundamentally important positions within domestic economies
that circumscribe government action (Lindblom 1982; Young 2012; Culpepper 2015).
Because capital has the implicit threat of exit to another cquyimernments wilavoid
putting issues on the agenda that would lead businesses to exit. These issues will either be
absent from (the stronger claim) or be quickly removed from (the weaker claim) the
government 6s agenda. T h ele ta firmshbeth sulmdtionallx i t opt
(Hacker and Pierson 2002) and internationally (Winters 1996) increase business power,
with some businesses being able to manipulate foreign legal institutions to increase the
number of exit options available to them (Faregid Newman 2015). Others argue that
collectively held beliefs that busiredas structural powerare sufficient to set the
government 6s agenda ( Wol I 200 8; Kal ai tzake
However, if thematerialthreat of exit or colleiive beliefsin that threat are consistent over
time, these arguments cannot explain why structurally powerful businesses fail to keep
issues off the agenda afrequentlylose policy fights (Culpepper 2015). Due to both the
theoretical and empirical diffulty of measuring structural power, many scholars have
focused on instrumental explanatiotigat attributevariation in policy outcomes to

differencesin lobbying, donations, and other activityiented means of influence.



A related agendaetting explanation is the ability of business to kpaplic issue
salience low through their instrumental power. Governments are less likely to take up
issues that lack public attention and instead gravitate toward solving -pigiige issues
where they face political and/or electoral pressures for policy change. Sintderiyublic
salience issueattract less attention from both the public and civil soaiebups giving
businesses with resources and organizational capadatgaer likelihood ofachiewng
their policy preferencesligh publicsaliencassuegproduce pressure on legislators, giving
civil societygroupsa window of opportunity where they can push governments for policy
changes as skillegolicy entrepreneurs (Culpppr 2012; Kastner 2017, 2018; Kalyanpur
and Newman 2019; Macartney, Howarth, and James 2020). Thus business will use the tools
of Aqui eto politics and attempt to mitigate
maximize their ability to win policy &ttles (Morgan and Ibsen 2021).

For BOT laws, it is empirically puzzling that a powerful coalition of business interests
spanning majoii Bi g deaunting firms (Kalaitzake 2019; Christensen and Seabrooke
2022), private equity and hedge funds, avehl managers (Harrington 201&)st this
policy fight underlow public salienceconditions Although some researchers argue that
the combination of the global financial crisis and a series of information leaks since 2013
increased publidssue salience and deeased business influence in this area, these
explanations also expect reforms to happen shortly after¢hiesg(Seabrooke and Wigan
2016; Sharman 2017). Yet pdstancial crisis, Moschella and Tsingou (2013) found that
financial regulations were imme to punctuatiotike changes despite high public salience
because vested domestic interests and implementation gaps stymied substantive reforms.

Some areas like consumer protections did have meaningful change when high public



salience combined with conser group lobbying led to meaningful changes (Kastner
2014, 2017). But further research suggests that pidgic salience interacts with other
factor s. Mertens (2019) finds that high publ
whereas largecodlii ons benef it | ar g e loffdaratmesrpofwhanf | uence
and how corporate transparency lggassunder conditions of low public salience that
unfolds gradually over several years.

The second set of explanations center on actor pluralitywhether business presents
a divided or a united front in advocating for its interests (Pagliari and Young 2014; Young
and Pagliari 2017). These divisions can either be related to business preferences being on
opposite sides of an issue or differenicestrategic approach to pursue their interests, with
greater infighting leading to less business influence (Réeper 2021). For exargple, D
Bernhagen, and Marshall (2015) find that business interest groups in the EU usually lose
policy battles becausedh are often related to hilyhsalient market regulation issues,
unless interest group conflict isw, or the role of the European Parliament is restricted.
Individual firms who participate in trade or professional associations are less likely to be
divided; trade associations provide both the economic benefits of consolidating lobbying
costs and the reputational benefits of membership in a trustworthy organization (Tucker
2008). But these explanations also take as exogenous or undertheorize where business
preferences come from and how they translate into strategies and influence (Woll 2008).

The theory advanced in this dissertation draws from both issue salience and actor
plurality explanations of business power to develgerofplausible mechanissthat
connectindustry preferences to variation in corporate transparency law adoption. In brief,

the layering of new information collection rules onto existing regulatory regimes (Streeck



and Thelen 2005, Mahoney and Thelen 2015) proddeetesticinter-indudry divisions
in policy preferences, leading to a disunified response and decreasing overall business
influence. In countries where civil society groupsdertakepolicy entrepreneurship
activities to passcorporate transparendaws they coordinate stragyy with aligned
industry groups to overcome lopublic salience and to padsegislation This form of
gradual, endogenous institutional change (Gerschewski 2021) supports research over the
last decade showing that regulatory reform (imon)financial industries often happens
gradually (Moschella and Tsingou 2013), that the structural power of the banking industry
is often overstatedy IPE scholarg§Macartney, Howarth, and James 2020), and that firms
respond to existing regulatory striesss in forming their policy preferences doldbying
strategies (Valdez 2022).
Determinants ofBusiness Support for Regulation

The assumption that firms and industries seek weaker rather than stronger
regulations characterized the majority of politicaleace research for several decades
(Vogel 2005; Kinderman 2016). However, researchers have increasingly noted business
actorsé preference for and involvement in
including for corporate responsibility (CSR3sues like transparency. Returning to
propositions by Stigler (1971), recent business politics research has theorized a range of
firm and industrylevel factors that lead corporate actors to support stronger regulations.

First, industry structure shapestibdirm and industrylevel preferences. Firms in
divided or competitive industries use regulation to create entry barriers for otherg. A
study by Gjglberg (2011) finds that firms who already score highly on CSR performance

seek hard law reforms for oé two reasons: either want everyone to have to play by the



same rules so rivals lose their competitive advantage, orpiggbrming firms assume
regulation is inevitable and thus seek to shape the scope of reforms. Firms with low
anticipated adjustmentosts to new rules from previous investments or-retional
regulations support climate change mitigation legislation to harm their competitors
(Kennard 2020; Meckling and Trachtman 2pZPharmaceutical and agrochemical firms
producing goods in competre markets benefit from stricter regulations banning their
older products in favor of newer, patented products to maintain revenue and to undercut
competitors (Perlman 2020). On the other hand, firms in coordinated or monopolistic
industries promote addinal regulations to capture benefits for themselves. Regulatory
intermediaries in monopolistic markets seek to protect and extend existing control over
regulatory tasks and to extract benefits from this control (Kellermah) 202

Firm-specific attributes matter as well, such as size (Plouffe 2017; Perlman 2020)
and the amount of information assets held (Newman 2010). More recent work from
Moehlecke (2021) finds that more innovative or complex firms in within their respective
industies are more likely to support stronger domestic regulation to secure advantages over
rival firms, which creates upward pressures for stronger global regulations. In the Nordic
countries, SMEs and their business associations opposed new CSR regulatolzsgeh
firms and MNCs supported them as the new rules would have imposed higher regulatory
costs onto SMEs (Kinderman 2020). Firms who signed onto the UN Global Compact also
lobbied for stricter regulations compared to +signatory firms and industrysaociations
(Van Den Broek 2021). In all cases, gaps between industry andefighinvestments or
the ability to invest in regulatory capacity produces Hrigustry variation in regulatory

preferences (Genovese and Tvinnereim 2019).



A second source opreferences arises from concerns about legitimacy and
reputation. Firms spend more on lobbying when they think their reputatimaler threat
and to send a credible signal to governments about the sincerity of their preferences
(Bernhagen and Brauning2005; James 2018). Whether a state signs onto the OECGD anti
bribery convention (Jensen and Malesky 2018) or lobbyists sign onto voluntary
transparency disclosures in the BUhttaseand Muurmans 2020), firms in both domestic
and transnational contexts tfp avoid the reputational fallout obpposing good
governance measures. Likewise, Favotto and Kollman (2021) find that firms will acquiesce
to demands for lobbying transparency to appease its stakeholders when there are legitimacy
concerns or threats thdir future business interests. Yet it is unclear when firms, industry
associations, or lobbyists sign onto these agreements whether they are merely signaling
compliance with norms since they expect little to no actual enforcement or sanctions from
being tansparent (Nastase and Muurmans 2020).

Scandal s present an acute threat to a fi
salience, but limited research suggests that scandals negatively impact reputation in narrow
instances. Breitinger and Bonardi (2019pwhthat the severity or frequency of scandals
matter less than who reports on a scandal, finding that new criticism and criticism from
NGOs specifically can damage a firmds reput
cynical mechanism of investors mu#nalizing parents for the conduct of their subsidiaries,
demonstrating how reputation as a mechanism is conditional on the ability of outsiders to
attribute scandals to specific actors. Corporate transparency policies likeleB3T
increase the ability fooutsiders to monitor and attribute activities not only to individual

firms but also specific individual s, maki ng



well as entire industriesdéd reputations. Howe
information via BOT may present a relatively minor threat if industries believe they can
shape the extent of policy implementation.

In summary, existing research theorizes that business actors will support stronger
regulation for one of two reasons. Tiirst reason is to gain a competitive advantage over
rival firms or industries. Firms or industries that made previous investments in line with
proposed rules or who are better positioned to absorb new costs arising from new, stronger
rules will support geernment initiatives. Firaspecific attributes like size, primary asset
type, and complexity can condition this relationship. The second reason is to preserve a
firmdéds or an industryés reputation. Busi nes
sharelolders, or policymakers especially when the issue has broader impacts on society
or where scandals can be directly attributed to a specific firm or industily support
stronger regulations like corporate transparency laws. Firms and industrieswehodde
previous investments in regulatory compliance and/or who face direct reputational threats
should thus be the most likely to support stronger regulations.

The main theoretical proposition derived from this literature is that business
decisions arouh whether to support stronger regulations like corporate transparency
policies vary based on whether transparency will confer material advantages as a primary
consequence of new regulation, then whether transparency will preserve their reputation as
a secodary consequence. Although reputation matters, the conditions under which
reputation has a discernable or independent effect on business policy preferences are
tenuous. Many reputational threats coincide with the threat of substantial material costs,

suchas losing access to credit, lower consumer spending, or government fines. Moreover,



firms and industry associations have limited resources to pursue lobbying on every issue
and want to claim policy wins for their members (Tucker 2008); securing matémgl w
takes priority over reputational wins. Similarly, corporate transparency policies often
require firms to collect information they have not gathered previously, imposing high fixed
costs that can materially disadvantage members of industries thatjairedeto collect
information. This proposition of material interests taking precedence over reputational

interests comprises a central part of the theory developed in Chapter 3



Chapter 3: Theorizing Corporate Transparency kaock

This chapter outlinea twostage theory to explain variation in the adoption of
corporate transparency laws witlilavelopedlemocracies. In brief, | theorize an alternate
causal pathway which | call corporate transparency leicki that explains variation in
industry prefeencegowardandthe adoption of corporate transparency laws, in contrast to
arguments based on international coercion, scandalsar@national expert networks
highlighted Chapter 2. Instead, | argue that corporate transparency laws succeed because
some business interest groups themselves prefer greater transparency. These preferences
are the result of previous policy decisions by governments mandating information
collection from certain industries. Civil sociegyoupsengage in policy entrepreneuirsh
andally with newly-supportive industry groups and increase on pressure policymakers.
Increased organizational diversity and size en#bkecoalitionto successfully pressure
politicians into adopting corporate transparency laws.

My theory deviates from existing academic research that conceptualizes
transparency as the collectianddissemination of information by assuming both of these
conditions hag been met. Information dissemination first requires collection to make
transparency possible. Moreover, firms often have incentives to avoid collectinggmore
newinformation. Governments can make this decision for firms by adopting indesély
regulaions requiring firms to collect information. Governments can turn to mandating
information collection since it is a comparatively lstakes, politically viable solution to
many different policy problems. Previous policy choices mandating informatiactofi
for some industries generate intedustry splits in their transparency preferences.

Industries that must collect information prefer greater information dissemination and



access via corporate transparency laws either to lower their own colleotmar to
impose costs onto their rivals. This shift in industry support giéissociety groupsvho
advocate for greater transparency as policy entrepreneurs the opportunity to reach out to
aligned industry groups to expand the size and diveo$itizeir coalition.Civil society
groupsthatleveragehis opportunity to exchange information and coordinate strategy with
aligned industry groups weaken the incumbent opposing coalition and increase pressure
politicians to adopt corporate transparency laws.

This chapter is structured as follows. First, | lay out the actors relevant to the theory
and their motivations: firms (aggregated to the industry level), civil sogretyps and
policymakers (both politicians and regulators). Next, | lay out thestiagte of variation in
why some industries support corporate transparency laws. | then elaborate the causal
pathway leading from industry support to the adoption of corporate transparency laws,
suggesting that the policy entrepreneurship from civil soagbupsproduces a new
coalition with supportive industry groups leading politicians to support adoption. |
conclude the chapter with observable implications derived from the theorized causal
pathway that are tested in the following empiriCabpters 5 tfrough 8.

Key Actors: Business InterestGroups, Civil Society Groups, and Policymakers

For the first stage of the theory explaining variation in busdgagsparency
policy preferences, | focus on the interests and motivations of firms. | start with the
assumption that firms are rational, prefiiaximizing actors who will prioritize this interest
over broader social welfare interests when the two come into conflict. This assumption
commonly leads to the conclusion that firms have +amdered preferencesorf no

regulation, then private selégulation, then public regulation since new rules impose



unwanted constraints and costs onto business. Others have theorized that some firms can
profit from regulation and therefore will demand stronger rules from gowents, such as

direct financial subsidies, control over entry by new rivals, the provision of substitutes and
complements, or price fixing (Stigler 1971). | develop my theory from this latter
assumption, highlighting how limited public regulation can @e&anditions where some
industries benefit from more stringent rules like corporate transparency laws.

Recent work in this area by Amanda Kennard (2020) on climate change policies,
Carolina Moehlecke (2021) on climate change andsantking policies and Rebecca
Perlman (202) on agrochemical and pharmaceutical risk standzads examined several
firm-level variables that affect business preferences for stralmyeesticregulation and
their influence over international regulatory efforts. Others hawawmaed domestic
variation in support for corporate social responsibilities (Gjglberg 2011; Kinderman
2020; Van Den Broek 2021), more liberal trade policies (Woll 2008; Plouffe 2017), and
greater data privacy protections (Atikcan and Chalmers 2019) at both the industry and the
firm level. | complement and extend their work by\pding evidence of business support
for stronger financial AML, and corporatetransparencyegulations in the form da8OT
laws. The propositions | make, however, can extend to business support for corporate
transparency laws across a variety of policyaare

Beyond policy preferences, firms also form preferences about what strategy to
pursue to achieve their policy objectives. | rely on a few stylized facts from the literature
to form my premisesabout how firmspursue corporate transparency lawgst, firms
influence policymaking primarily through lobbyingvhich they expect to be at least

somewhat effective because firms have more and/or better information about their



activities compared to policymakers. Yet most firms do not lobby national governments.
Lobbying is a costly activity requiring time, resources, and expertise that could be spent on
other firm or industry objectivefiu, Wei, and Zhang 2023Firms that do lobby the
government are more likely to be repeat players and to lobby acrossty vhissues.
Moreover, firms that do lobby individually will also frequently lobby through their
professional, trade, or business associations (Ozer and Lee 2009). These associations
enable firms to convey industry credibility, expertise, and a posgmatation to outsiders
(Tucker 2008) and to delegate costly lobbying activities to one group when they share
preferences with other firms in their industry (Selling 2020). Taken together, lobbying is
the primary way firms try to influence policy, and mdistns that do lobby engage in
collective action through industtgvel interest groups.

Although thestylized factsabove are based on the firm, | develop my theory at the
industry level. | follow an open economy politics model (Lake 2009) where thestsere
and motivations of actors at one level of analysis can be aggregated to explain variation at
higher levels. | take this approach for two reasons. First, regulations like corporate
transparency laws are drafted to target entire industries rather tiardual firms.
Additionally, intraindustry characteristics at the firm leveduch asmarket share
concentration, cost structures, basis of competition, and barriers to entry tend to remain
stable over time (Moehlecke 2019, 68). Firm size would be thst tilely factor
contributing to intraindustry variation as smaller firms are less able to absorb the high
fixed costs of collecting new or more information. Yet if no firms within an industry are
required to collect or disseminateformation, firms of d sizes should oppose new

transparency regulatiodue to these high fixed costs. Although corporate transparency



policies may affect some firms more than others, most have not made substantive, binding
commitments to transparency that would lead to carsipl firmlevel variation in
preferences. Therefore, individual firms are more likely to have similar transparency
preferences to others in their industry and to lobby collectively, which increases the
likelihood of achieving their policy preferences.

For the second stage of the theory explaining how business support leads to the
adoption of corporate transparency laws, | alsstestablish the interests and motivations
of civil societygroupsand policymakers. | assume that civil socigtgupswork tovard
achievwng policy objectives to advance the public interest. Therefore, they prefer greater
transparency and lobby governments to adopt corporate transparencyHawselieve
corporate transparency laws like B@ifie a transformativepolicy innovation that can be
part of a solutiorto a range of policy problemdviany civil society groupsargue that
increased access to information will help address the underlying policy issues they seek to
remedy, such as political corruption, corporatéery, tax avoidance, environmental
degradation, and other issues. Thotigise groupgpmay debat e whet her to t g
strategy focused on | obbying policymakers v
grassroots movement to pressure policyenskthey will prioritize insider lobbying as a
countefresponse to thiebbyingstrategy pursued by business interest groups.

Similarly, civil society groupshave comparatively limited resources for staffing,
training, and outreach on issue advocacy mmdt strategically prioritize policy battles
they think they can win (Kastner 2014, 2017, 2018; Pagliari and Young Zil6xociety
groupsprioritize corporate transparency laws like BOT for lobbying because they have

several qualities that increase thikelihood ofobtainingpolicy changef they undertake



policy entrepreneurship activitiefolicy entrepreneurs engage in a specific set of
activities: framing problems and ideas, developing solutions, building coalitions, and
seeking opportunities arattention to turn ideas into innovations that disrupt the status quo
(Capano and Galar2018, 202). Civil society groupsaw BOT as winnable because it is
compatible with many issue frames, whigbuld bringa wider range of actors intopro
transpareng coalition. The proposed solution is also straightforward: collect and
disseminate a few pieces of information about the individual bedhtwporate entity.
Lastly, civil society groupsan advocate for BOT specifically as a tax transparssfoym
at the domestic level, even if it is inadequate without greater international cooperation.

By bringing in a wider range gfolicy actors.civil society groupsan increase the
resources available to them to lobby for policy change as @igll.societygroupslack a
high level of organizing capacity to achieve their policy preferences, particularly in
comparison to the financial industry (Scholte 2013). Therefthrey will exchange
information, coordinate strategy, and attempt to form coalitionsatligr interest groups
who share their policy preferencéis coalition buildingextends tdbusiness interest
groups, who are open to utilitarian approaches that include working with civil society
groupsto advance the seifterest of their membe(8eyersand DeBruyckeR018 964).
Taken together, these factors are why scholars obs@ivgociety groupgparticipating in
orleadingi st range coalitionso with other interes
preferences or that tlggouphas not partned with before.

The last set of actors are the policymakers who have the authority toaambpt
implement corporate transparency policies. Both politicians and regulators are

policymakers in that they have influence over the content and adoption of fqodises



and that they are reasonably able to implement and enforce these policies once adopted. |
base my assumptions about the behavior of policymakers on two stylized facts about their
incentives to adopt new, stronger regulations.
First, policymakes seek to adopt policies that benefit their core constituencies
whichfor both low and high salience issues includerest groupthatpolicymakersvork
with or that are usually aligned witheir policygoals Support from politicians for stronger
reguation arises when they believe the benefits to the public outweigh the cdlés to
regulatedactors often after interacting with interest grou@upport from regulators is
contingent upon how demands for stronger regulation as a public good alighepthlicy
objectives of their department. In other words, treasury department regulators will seek
policies that make it easier to prosecute financial crimes; business department regulators
will seek policies that make it easier for firms to do busin€esse goals may conflict
with the motivations behind calls for greater corporate transparencybfrsimessnterest
groups anativil society groupsWhile these stylized facts seem obvious, they underscore
that some policymakers will be aligned with the drdnsparency coalition while others
will be aligned with the prdransparency coalitiofzntrepreneurship activitiggirsued by
interest groupor by politicians and regulators themselves to increase the number of
policymakers in the proegulation coalition increases the likelihood of adoption.
Policymakers also seek to claim credit while avoiding blame. Both politicians and
regulators fear a loss of reputation and autonomy when perceived harms or losses occur
and whenthe public perceives policymakers as responsible for specific failure.
Policymakers want to avoid blame for potential future harms or losses attributable to the

policy decisions that they make today as well. Calls for stronger regulation in the form of



corporate transparency align with both of these objectives. Greater trangpgartdreory
should prevent or minimize harms that are being caused today, allowing legislators to credit
claim. This transparency should also prevent or minimize these progtentsforward
allowing legislators to avoifuture blame. Thus when there isrtsensus among interest
groups in favor of stronger regulation, it is easier for policymakers to claim credit and/or
to avoid blame vigassingcorporate transparency laws.
To review, the expected motivations and incentives of industry graupsociety
groups and policymakers in relation to stronger regulations are as follows. Someyndustr
groupshave incentives to support stronger regulation, and they will attempt to influence
the government through industigvel lobbying. Civil societygroups prefer stronger
regul ation, attempt to influence the governm
to form coalitions withindustry groups that are aligned with their preferences.
Policymakers seek stronger regulations when they believe the ruldengtit their core
constituerieswhile allowing them to claim credit for policy success and to avoid blame
for future failures. I integrate these assumptions about key actors and their motivations into
the theory developed in the next two sections.
Explaining Industry Group Support for Corporate Transparency Laws
My theory draws from the Atransparency ac
process developed by Archon Fung, Mary Graham, and David Weil (200#eir cycle,

firms provide greater @ansparency within a relatively short window after a crisis or

2 Fung, Graham, and Weil do argue that business support is one way to make transparency policies more
effecivei Compani es and ot her deéek tolimprevie disglosore fgracompetitved i ons ma
reasons (for example, to raise entry barriers for ot/
avoid the headaches that come with variable state disclosure requirements, or to reduce reputatiokat 0

(2007, 178)l argue firms seeking to improve disclosure is often whasegsransparency instead.



scandaPf Whether governments require industries to be more transparent or firms
voluntarily provide greater transparency possis, having access to information changes

the publicbds incent i orsevicesolhepublicishmars lkelydo f i r md s
buy from transparent firms or from those that are revealed to provide better goods and
services compared to competitors. The material and reputational benefits accrued by more
transparent firms reinforce demands from the public and beneficiary firms fitioadd

transparency. Instead, | argue the existence of this cycle often follows a different causal
pathway driven by rule changes resulting in shifts in business preferences rather than by
increasing public issue salienaftera crisis.

Corporate transpency lockin starts with the assumption that firms have
incentives both to avoid collecting information and to not disseminate information to
outsiders, particularly when more information would reveal underlying issues and conflict
wi t h t he ffpiofit me&imization. Hdbwewer, governments can require industries
to collect information about a policy problem. This solution is politically viable because
policymakers canmakealesvo st i nvest ment in a regulatory
a c t ialmut @ problem, while industries find it more difficult to resist calls for a lesser
burden comparetb full regulation. Industries that are required to collect information
absorb the high fixed costé these new rulesand new industries form to assisgulated
industries in meeting their obligations. Greater access to information via corporate
transparency laws would lower costs for regulated industries and force unregulated

industries to bear costs they do not curreettperience Hence governmentgquiring

3 Fung, Graham, and Weil do not define a specific length of time for these wilidbwsmmon issue with
theoriesbased orexogenous shocks or catil junctures. Their 18 poliegpecific case studies range from a
few months to over a decade after the event.



industries to collect more information than they otherwise would create or obtain leads
those industries to prefer greater corporate transparency in the absence of public pressure.
| elaborate on each point in turn.
Firms Have IncentivesdNot to Cdlect or Disseminate Information

Corporate transparency loak begins when governments require industries to
collect information they had not been gathering previously. Information collection by
necessity precedes dissemination; actors cannot shareh@angecinformation that they
do not have. Academic research that examines both the causes and consequences of
transparency frequently collapses these steps of collection and dissemination together. For
i nstance, Jonat han F o x @riing(the Getaffopship betivdem e nt i a |
transparency and accountability assumes an actor has already collected the relevant
information with outsiders demanding that this existing information be disclosed (see
Figure 1). Other social scientists have conceptudlinsparency as encompassing both
information collection and dissemination across political science (Dingwerth and
Eichinger 2010; Fung 2013; Hollyer, Rosendorff, and Vreeland 2018), economics
(Williams 2015), public policy (Coremans 2020), business ljBwm, Piotrowski, and
Smith 2004), andeveral othefields. However, in practice these two steps often occur
separately and underscore the differences in the costs that businessdsehealiecting

versusdisseminating information.

Table 2: Unpacking the relationship between transparency and accountability

Transparency Accountability
Opaque Clear Soft Hard

Dissemination and access to information

Institutional ‘answerability’

Sanctions, compensation and/or
remediation

Figure 1: Transparency as Information Collection & Dissemination(Fox 2007, 669).




The information economics literature on transaction costs highlights how
information collection has high fixed starp costs for firms. These costs include the
searching for and collecting the information, the opportunity cost of the time taken up by
seac hi ng, and sorting through and integratin
processes (Coremans 2020, 595; Hollyer, Rosendorff, and Vreeland 2022).40
Relatedly, mandated information collection usually generates concentrated costs for firms
but diffuse benefits for society, so firms do not want to bear the costs of information
collection for uncertain societal benefits (Stiglitz 2002; Fung, Graham, and Weil 2007).
Therefore, if firms do not have a compelling business reason to collect additional
information and justify these high stap costs, they wilavoid doing so.

Firms have other incentives to not collect information related to blame avoidance.
Firms and policymakers alike seek to avoid blame, and greater transparency makes this
moredifi cult as increased access to information
to attribute blame (Hood 2006; Stiglitz 2002, 488). Increasing information dissemination
is not the only way to produce blame avoidance behaviors; requiring informatiectiool
can increase pressures on firms and industries to addrassdarlyingproblem. Issues
become knowable and discoverable once an actor decides that a problem exists and to
collect information about that problem. Avoiding collecting information thauld
threaten profits or require substantial <chan
to collectively ignore underlying issues. | r
knowledge will lead to pressures to undertake costly charmes ¢ x i st i ng pr ac:t

(Coglianese, Zeckhauser, and Parson 2004, 287).



A similar logic appears in critical theonriented research seeking to understand
the role of information in politics from the perspective of both knowledge and ignorance.
| f A a ukknawledges ecébnomy relies on judgements concerning what and when
information should be shared or encrypted,
(Birchall 2011, 14), then it also includes judgements about what information firms choose
to collector not While this statement highlights how firms have incentives to maintain
information asymmetries to maintain their competitive advantageéng an absence of
information can achieve similar outcomeSirms frequently choose toot collect
informationwhen knowledge of an issue would conflict with the goal of maximizing profit.
They can strategically choose to maintain ignorance via denial to avoid addressing
problems that would be too costly for them to solve (Best 2022). Thus in many instances
firms do not collect information that would make them aware of problems they would have
to address or increase the likelihood that outsiders become aware of the problem.

Conversely, the resources required to disseminate information are comparatively
low once colécted, with technological advances enabling nearly costless information
sharing today (Hollyer, Rosendorff, and Vreeland 2018, 172). But these dissemination
costs not only include the relatively few material resources necessary to distribute
information, lut also the potential financial and reputational costs a firm may incur from
disseminating it. This logic mirrors related information economics research arguing that
firms neither collect nor share information they believe will negatively impact them. One
reason is that firms can increase information asymmetries between themselves and
government or between themselves and other firms to exploit their market power (Stiglitz

2002, 470; Periman 2020). Maintaining secrecy or hoarding data allows firms taretain



extend their competitive edge (Newman 2010). Similarly, firms have financial and
reputational incentives to withhold negative information. Negative disclosures that can be
attributed to specific firms may lead to lost business, legal fees, governnesntand/or
increased regulatory costs (Breitinger and Bonardi 2019; Crippa 2022). Together these
rationales for why firms avoid collecting and disseminating information form the basis of
industrylevel opposition to increasing corporate transparency.

Emaprical evidence highlights some of the reabrld instances where firms prefer
to avoid information collection and dissemination. A 2022 report from Efficient Frontiers
International about the statefofk n o w y o u rcompliarsce azross different typefs
financi al i ndustries found that N62% of
owner ship was the biggest challenge when
from several financial industry groups referenced concerns about high corezkntsts
and uncertain diffuse benefits from their requirements to collect beneficial owner
information (Interviews 7, 12). They disagreed with the outsourcing of data collection to
banks, credit unions, and other financial actors by the government wianiratustries
did not have to bear these costs. These industry groups sought for the government to take
on more of this burden and to level the playing field across professions with regards to
information collection and dissemination requirements. Negkrsls, many agreed that
they would or do support mandates to collect and disseminate information if they had better
evidence of the concrete impacts of how this information benefits society.

On the other hand, leaks like the FinCen Files revealing tranichfailures of
sever alAMlb proglamsHto collect and share information have produced both

financial and reputational consequences for the financial industry. The Australian financial

per



crime agency AUSTRAC fined bank Westpac 1.3 billion dollars folations of its AML

law in September 2020, making it theo u n tamgegstofise to date for AML violations.

UK bank NatWest admitted guilt in a criminal prosecution and was find 265 million pounds
by the Financial Conduct Authority for AML violations in @amber 2021. Both examples
underscore motivations within the financial industry to avoid the consequences associated
with regulatory enforcement due tteeir failure to collect and disseminate information.

To summarize, there are several reasons why finosld neither collect nor
disseminate information about their activities. Collecting information must come before
dissemination, information collection is costly for firms, awd collecting information is
acommonstrategy to avoid financial and reputetal costs at both the firm and industry
level. Firms that do not collect information wiliereforeoppose transparency since they
would have to absorb the high fixed stapt costs of collection and face the potential
financial and reputational costs ohintendeddissemination. Moreover, information is
rarely collected for its own sake; it is gathered and made available to address an underlying
problem. | turn to this proposition next.

Information Collection is a Politically AceptablePolicy Solution

From the perspective of policymakers tasked with addressing a range of thorny
policy problems, requiring firms to gather information that they currently do not collect is
an acceptable solution they can pursue when other solutions are not politically viable.
There are at least four reasons why mandating information collection is politically possible
for policymakers though not all of these reasons may be relevant for enstgnce of
information collectionSeveral of these reasons are echoed by legalasshOimri Ben

Shaar and Carl Schneider (2014) about mandated disclosures in the United States, such



as requiring comparatively few resources from government (145) and firms preferring
di scl osure compared to Ahar thésenmntormpledeatdnd on ( 17
to rules requiring information collection as well.

First, governments are limited in the resources they can invest in regulatory regimes.
Regulators thus have restricted organizational, personnel, and financial capacities to
effectively implement and enforce all of the rules within their purview. Knowing that firms
and industries often will not collect information unless they are compelled to do so,
regulators outsource information collection to business as a way to minimize tineesso
they must spend to oversee them. Second, there is regulatory precedent for compelling
information collection across a range of policy areas despite conflicting objectives across
different regulators. Firms must collect a variety of information aodige it on request
to regulators that is not necessarily made available to the public or to politicians, such as
tax, statistical, safety, environmental, and other information. Incrementalism via adapting
existing minor changes from other policy arean@lblom 1959) presents the path of least
resistance and makes it more difficult for regulators who disagree with wider information
disseminatiorio opposehis approacln the future.

Third, firms may prefer i nfor maantven col | €
regulations as a nektest option. When presented with the option to either collect
information about an issue or to change their way of doing business to address the
underlying issue, the former is likely to be much less costly than the latiagfttboth are
costly, as noted in the previous section). Relatedly, information collection as a new rule
may fly fAunder the radar o of busilegsktves i nter e

and regulatory issues simultaneously. Compared to othearines where governments



propose additional regulations on an industry, business interest groups will prioritize
lobbying around more costly or damaging rules. For instance, in the United States the
banking industry di d -outarazedewegeggng toistap titisme A f r ar
matter whato |l obbying from 2012 to 2016 wh
proposed Customer Due Diligence rule requiring limited collection of beneficial ownership
information (Interview 3, 17). Bank industry groupgsposed these rules and did not like
them, but they were more focused on actively lobbying to roll back more stringent
regulations that came out of the global financial crisis. Having to collect beneficial
ownership information was a lower priority foanking industry groups in comparison.

Fourth, information collection offers policymakers and firms a way to claim credit
for itaking actiond about a probl em. Thougt
developing a viable solution to a problem, it often becomes an end in and of itszlf. Th
iSsue is common across government transparency initiatives where regulators collect and
disseminate to information without having a clear notion of who will use the data or
educating users abobbw to usethe data (BerShaar and Schneider 2014; Piotwski
2017). Transparency becomes the end rather than the means to an end. For instance, US
President Barack Obama entered office on the promise of becoming the most transparent
presidential administration in US history. While he did increase the amouy@esof
information available to the US public, greater transparency did not produce greater public
trust, political participation, or other promises made by the administration. Firms and
policymakers may expect information collection to become decotnoliecthe underlying

issue rather than fixing the problem or facilitating futtegulatory efforts



Taken togetherpolicymalers adopt information collection rules as shtetm
opportunistic decisiomo solvean immediate problem rather than as hbegn strategic
choiceto increase broatdased support faransparendyrung, Graham, and Weil 2007;
BenShahar and Schneider 2014). Though information collection rules, targeted
transparency, and mandated disclosure have been adopted across a range o€aslicy a
politicians rarely engadeawinngpool algutl efairmsg tr
information collection rules as part of a leteym strategy to facilitate later coalition
building for corporate transparency laws. Learning occurs among pol#tialzout how to
frame the issue to persuade others, how to deflect criticisms by using successful examples
from other countries, how to design their law to be more effective at achieving the stated
policy objectivesand related tacticalecisions Civil society groups however recognize
the strategic possibility for coalition building resulting from these decisamuk often
leverage them to their benefit

In summary, multiple justifications exist for why policymakers are both willing and
able to mandatenformation collection by firms. Policymakers claim credit for taking
action to solve a policy problem while working around the limited resources at their
disposal to address the problem. As a relatively digitded government action, (Fung,
Graham, and WE2007, 5; BerShahar and Schneider 2014, 5), these justifications also
make it more difficult for firms to oppose information collection rules and/or to be
successful at opposing them. Combined with the previous expectation of firms having
strong incenties not to collect information, policymakers have all the more reason to
compel information collection from firms when faced with a policy problem.

Information Collection Rules Change the Preferences of Regulated Industry Groups



Once policymakers adoptfoarmation collection rules as a legitimate and politically
viable tool to address a policy problem, this decision changes the incentives of newly
regulated industries to support corporate transparency laws. Historical institutionalist
research has long remt that past policy choices shape both the regulation and distribution
of information assets among firms as well as their policy preferences (Woll 2008; Newman
2010).Industries that are compelled to gather information they would not otherwise collect
areat a disadvantage compared to unregulated industries. Therefore, in contrast to Newman
(2010) who theorizes that large firms do not want to share their information assets because
it would erode their competitive advantage, rules that require some firroslléxt
information but not others generate different incentives. Rather than wanting to maintain a
closed data environment, regulated industries seek a more liberal data environment with
greater information dissemination.

These information collection rideproducetwo mechanismghat lead some
industy groupsto support corporate transparency laws. The fingchanismis cost
absorption among the regulated industries (Atikcan and Chalmers 2019; Kennard 2020;
Perlman 2020; Van Den Broek 2021; Meckling analchtman 2022Regulated industries
must dedicate resources to develomngnformation collection regime, training personnel
to implementsaid regime and conductingongoing monitoringof it. Business interest
groups often do not fullyealizetheir regulatorycosts until they must comply with new
ruleseither and may find that they were higher than anticipatddstrieghat have already
absorbed the cost of regulatittusseek strongetransparencyules to level the playing

field with their unregulated competitof§jalberg 2011; Van Den Broek 2021).



In some instancelpwever,jndustry groups may attempt to peenptunequakost
absorption.By the late 199Qsth e E U6 s A NMHquiredingnciah mstitutionsto
collect client information but the Parliament and the Commission sought to expand
coverage to nofiinancial institutions as wellDrafts of thefirst EU AML directive
included a range olegal services providerand other profesions As a resultii b a r
associations and their lawyers lobbied to be excluded from the proposed legislation, while
accountants, notaries, and other providers o
(Shaughnessy 2002, 27). Opposition from lawggignaled their want tavoid costlynew
information collectionrules whereas support fromthea legal servicegroupssignaled
their wantto equallyimpose costs onto their competitaf$ering incorporation services
businessAll of these professiongere ultimately included in the first EU AML directive

Another example related to supply chain transparency is when major apparel
companies | ike Nike and L andisianndistseofgtkem v ol unt
supplier factoes Although the initial driver for these apparel companies to begin
collecting information came from NGO, media, and public attention to supplier factory
l abor conditions, Ni ke and Levibds realized
their overalloversight costs. Publicizing factory listespecially those used by multiple
apparel firmg would increase auditingpllaboration between brandadreduce duplicate
monitoring costs (Doorey 2011, 598Jostcutting rather than negative reputational
consequences ultimatetieterminedheir support for and efforts to increase supply chain
transparency. Yet |l arge firms | i ke Nike and

this information Institutionalizing information dissemination via a coriertransparency



law codifiesredudng regulatory costs related to information collection and anabysis
leads to industryevel support for greater transparency

This industrylevel cost absorptioraround information collection rulegaries
across coumies, with further historical context providedoundAML lawsin Chapter 5
In the United Kingdom after March 2004, banks, credit institutions, regulated investment
activities, electronic money issuers, long term life insurers, money service businesses,
corporate formation agents, trust providers, casinos, high value good dealers, lawyers, and
accountants all had to comply with the UK AML regirtre.contrast, only banks and
related financial institutions, insurance companies, securities and investmermtneesnp
gambling service providers, bullion dealers and providers of alternative remittance services
had to comply with the Australian AML regime after December 2006. This layering forced
newly regulated industries to absorb the costs of complying witlbroestdue diligence
rules, leading them more industriestgpportBOT in the UK compared to Australia since
transparency would lower their costs to access information for compliance or could impose
new due diligence costs onttheir competitors. Recent rearch on regulatory
intermediaries reaches a similar conclusion: in competitive environments, industries can
be incentivized to support their disempowerment by devolving authority back to the
regulator to save costs and/or impose costs on competitorsrfidat 2021).

The secondnechanismis incentivizing the creation and institutionalization of
industries that collect and sell information and services to third parties (Liss and Sharman
2015). The rise of intermediaries to assist industries in collectfogmation to manage
risk or to assess their competition has grown exponentiadlythe last few decades. The

AML complianceand technologyindustry owes its existence to the passage of laws



criminalizing money laundering and requiring firms to tgkeactive steps to minimize
their facilitation of it. Thesefibeneficial ownership data providers have pioneered data
driven approaches to due diligence and incorporated these into software solutions for banks
and other businesses ( Ope n Own er s ITheprise 200 Be@ ,corp@rdte tax
transparency requirements has generated new discledated business, particularly for
the Big 4 firms (Christensen and Seabrooke 2022 NiRg had hirecErnst & Young and
PricewvaterhouseCoopsin the early 2000s to educt itssupply chairauditing but brought
the team back Hmouse afteseverafailures (Doorey 2011, 593 hese industries have an
interest not only in their continued existence, dabin lowering the cost of the services
they providevia greater inbrmation sharingo maximize profits

The creation of new industridsas been highlighted by scholars of government
transparency as welllost freedom of information users at the federal level in the United
States are businesses trying to find out inforomeéibout other businesses (Fung, Graham,
and Weil 2007; Kwoka 2016). #ird-party industry formed where firms payiddleman
companiest o f il e FOI requests on their behalf [
corporate strategy or trade secrets. Theegf@hen governments mandate that an industry
collect information, new or existing intermediaries will step in to fill that gapcdtesh
support greater corporate transparency to lower the costs of the services they provide.
Regulated industriesvill also seek tolower their outsourcing costs through greater
information sharing and validation enabled by corporate transparency laws.

l n sum, policymakers incorporate new act
regulatory regime by grafting new institutidrexrangements onto the existing regime

(Mahoney and Thelen 2015; Capano 2019). This decision creates incentives for regulated



industries to favor transparency via the creation of policy feedbacks that change the
preferences of existing interest groups bridg new interest groups into the policymaking
process (Pierson 1993). In this instance, regulated industries seek greater information
dissemination from the government to lessen their burden or to impose collection and
dissemination costs onto other$ig preference shift represents only the first half of the
corporate transparency loak process. The second half of this process where business
preferences are translated into legislative change is outlined in the following section.
How Industry Preferences Influence the Adoption of Corporate Transparency Laws

While some industries have incentives to support corporate transparency laws, this
support does not necessarily translate into actively lobbying governments for stronger
regulation. When faced with possible corporate transparency law, industries can choose
whether to (1) actively oppose it, (2) passively support or oppose it, or (3) actively support
it. With the adoption of information collection rules, regulated industries that would have
opposeda corporate transparency law are now much more likely to actively support it.
These regulated industries seek to ensure that they can obtain the benefits of greater
information dissemination from the government to offset the high costs of their own
information collection. Some regulated indystyroupsmay passively support greater
transparency and rely on the lobbying of others to achieve their preferences. In contrast,
unregulatedndustries remain opposed and will actively lobby against them to awid th
twofold costs of new information collection and dissemination costs. Still, this new
industrylevel split between oppogy and suppoitg industry groupspresents an
opportunity that can be exploited bther actors, such a&#il society groups

Civil SocietyGroupsEngage in Policy Entrepreneurshipt6r e at e fAStr ange

Coal



Even in the absence of industry group suppivi, society groupsseek the adoption
of corporate transparency laws and to expand membership in their supporting coalition.
Interestgroups became policy entrepreneurs when they invest their time, personnel, and
resources over an extended period to achieve their policgrenee of greater corporate
transparency (Sell and Prakash 2004; Kastner 2001.standalone coalitionand
campaigngivil society groupdormedi such aghe FACT Coalition in the U&ndthe
#endsnowwashingampaignn Canadd signaled the seriousnesktheir efforts. FACT
and members of the UK coaliti@pecifically decided to make BOT one of their priorities
for policy change in the early 2010s because
opposition from several industry groups and wealtttpviduals (Interviewl5, 29, 37).

Their perception of winnability arose from corporate transparency being amenable to
multiple issue frames, the policy solution being simple and straightforward to explain to
politicians, and information leaks bringingdaiibnal attention to the issue among interest
groupsand policymakers alike€Capano and Galanti 2020).

Civil society groupsspent much of their time and resources highlighting the many
issues connected to anonymous companies and selecting which frardewsdubest for
potential coalition partners. They collected data and produced reports about labor abuses
in the oil and minerals industries, about corrupt leaders siphoning off development and aid
funds to political elites, and about money launderingufhohighend real estate around
the world, among other issues. They conducted outreach prétvious civil society
partners and educated them about how anonymous shell companies intersected with their
work, bringing in environmental, human rights, andhfiased groups into their coalition.

In these conversationthesegroupsintroduced BOT as a simple, straightforward solution



T collecting and publishing a few key details about the real owners behind corporate entities
I that could be integral to solvinthe problems that these group®rk on When
information leaks did occur, entrepreneivil societygroupsleveragedhese moments to
approach potential interest group partners to expand membership in their coHfiéea.
first-mover advantages of greater information and credibility on the issues increased their
likelihood of later policy influence (Crepaz et al. 2DZlaken together, thesavil society
groupsleveragedseveral strategic openings that made BOT seem like a winnable issue in
the long run, even if they struggled with shiamtm successes.

Moreover, in countries where the government égolandedheir AML regime, these
civil society coalitions knew that AMLregulated indusyr groupsshould support BOT
either to lower their own regulatory costs or to impose costs on other industries. They
sought out these industry groups to become members in their ecgadidicularly those
with sufficient resources to be active supporters and contribute to lobbying the government.
In theUS, the FACT Coalition reached out to key banking industry groups within a month
of the government finalizing the Customer Due DiligeRRule and agreed that they should
work together to secure the adoption of a US BOT law (Interkievi 7, 21)Civil society
groupswill often seek out individually supportive firms as well as industry or professional
associations to expand their coaliti(\Werauch, Carodenuto, and Leipold 2022)ould-
be coalition members are often waiting for someone else to take the lead or free riding off
ot hersdé6 efforts until it becomes <clFerar the ¢
business interest groupbey are willing to work with civil society groups when doing so
advanceghe selfinterest of their member@Beyers and DeBruycke2018 964). Civil

society groupghus leveraged the incentives for regulated ingugtoupsto support



corporatetranspagency and took the lead on this issue to overcome the collective action
problem of organizing to lobby collectively (Pierson 1993, 600).

Beyond establishing ties with aligned industry grougpg] society groupssought
access to key decisianakers withingovernment. The UKivil society coalition gained

direct access to PM David Cameronos busi

nes.

aide rather than going through the ministry

BOT (Interview37, 40). This mirster became the champion for BOT within the business
department, even when many of his bureaucrats opposed it. The Canadian civil society
coalition worked tocultivate bureaucratic allies across several government departments
(Interview 31, 34). Members dfiese advocacy coalitions linked the issue of anonymous
companies to a wide variety of policy areas to maximize potential coalition partners within
government, and they framed it as a winnable battle among a set of possible tax
transparency and AML reforsn Together these strategies strengthened the pro
transparency coalition against the opposition ansmmgepolicymakers.

Nevertheless, growing coalitions face collective action problems anmafdizing
and organizing. More actors increaséension around specific tactics andegislative
demand®venwhen theigenerapreferenes are alignedConcentratethterest groupare
easier to organizthan diffuse groups (Olson 1965; De Bruycker, Berkhout, and Hanegraaf
2019).Somecivil society and busires groupsremembershighased organizationsuch
as organized grassrogtevement®r professional associatiorsge more diffuse and thus
harder to organizeBut sustainingthe cohesion otrange coalitios around corporate

transparencyaws is feasibe over long periodbecauseboth industry andcivil society



groupsobtain complementary benefitom remaining in the coalition, arwbth are less
reliantonmemberbased strategidgbat inhibit organizing.

Transparency policies appeall&t and rightleaning interest groupss transparency
canaddress key issues around development and inequality as veetuaslregulatory
costs and geopoliticadsues (McNamara022. Industry groupslsogain politicalcover
for supporting a public interest regulation like transparency in tandenciwitisociety
groupsrather than facing accusations of merely pursuing thetirgelfestKastner 207T).
These industry groupsanfree ride somewhat on the policy leadwpsof civil society
groupsin ensuring that the issue remains on the active policy agengdallEmmenegger
2021) On the other handjwl society groupgain access to additional lobbying resources,
such as access to policymakers who otherwise watlémgage with them or additional
personnel to work on the policy campaign, that they would not hayeartnering with
business interest groupBogether thesqualities make it more attractive for industry and
civil society groups tgoin and toremain n a crosssectoral coalition.

Issue nobilization presentsanother issuéor coalitions,where groups that represent
general, diffuse interests struggle to mobilize as effectively as groups with specific,
concentratednterests(De Bruycker, Berkhout, and Hanegraaf 20B)th business and
civil society groups represent specific, concentrated interests related to that specific
industry or policy areaNGOs often specialize in niche issue areas to increase their
credibility whenlobbying and to attract dedicated resources to specific calieshared
guality means that neither type of interest group hadear, distinct advantage in
mobilizing as part of a strange coalitidfurthermore, once interest gramaveinvested

resaurces into a coalition, they feel greater pressure to continue contributing resources to



ensuretheir lobbying effortsdo not fail (Beyers and DeBruycker 2018; Junk 2019).
Togetherstrange coalitiosattract the attention of policymakers who likely wouddare
the issue sincerosssectoral coalitiongemain relatively raren politics (Junk 2019;
Pagliari and Young 2020) and because they increase the credibility of their policy
preference for greater transparency. | elaborate on this point in the rext.sec
Governmentdrefer toAdopt Laws Supported By Large, Heterogenous Coalitions
The formation of acrosssectoralcoalition ranging from financial and real estate
industry groups to environmental and fathsed groups to small business and law
enforcere nt groups exemplifies a fistrange coalit
not work together. These strange coalitions are often politically powerful: governments are
more likely to adopt laws supported by large, heterogenous coalitions becausenithay
clearinformationalsignal of broaebasedsupport (Nelson and Yackee 20M&ertens 2019;
Dwidar 2022). Coalition size matters because larger coalitions become too big for
politicians to ignore their policy preferences, while heterogeneity in thestyd
organizations and their political leanings suggest a gdesdogical consensus among
professionals and experts about corporate transparency as the best policy solution. Both of
these qualities allow policymakeisclaim credit for adopting bestautices for achieving
the objectives of a policy as well s supporting a popular proposal. This idea appears in
policy documentérom several interest groups in relation to BOT:
ABeneficial ownership transpargethercayidd s one ¢
range of stakeholders that usually oppose each other: civil society organizations,
financial institutions, journalists, tax authorities, international organizations, financial

intelligence units, law enforcement, and private companies indolvé n comp |l i anc e
(OCCRP 202p



Large, heterogenous coalitions alenhancepolitical entrepreneuésability to
increase issue salience among other policymakers, evenitgimrblic awarenesdoes
not increasePoliticians who support corporate transparency laws recognize they need
assistance to overcome the collective action problem in buildsigeable, diverspro-
transparency coalition. For instance, Senator Carl Levin in the US and MP Margaret Hodge
in the UK held meetings with colleagues from opposing parties and collaborated with
advocacy groups to persuade additional legislators to support BOT. However, given many
other competing policy priorities, these political entrepreneurs retydrsociety gioups
to engage in policy entrepreneurship activiteeky the groundwork fahem byengagng
in awarenessaising, relationshibuilding, andcoordinating strateggmong both interest
groups and other policymakevi lobbying.The growing coalition inceasingly attracts
the attention of other politicians and eases
politicians to support corporate transparency ldmnterest groups themselves believe that
coalition building and lobbying works to increassue salience among policymakewgth
Afover 80% of interest groups believe coal it
publ i c (Dwidar2022 B04).

Relatedly would-be political entrepreneurgcognizethat there are some types of
outreach and tactics that interest groups can pursue as policy entrepreneurs even when
legislators themselvesannot do so. Politicians may run into issues related to party
seniority or committee assignments that limit theromfr taking more aggressive
approaches, such as publicizing the opposition of a fellow party member in an attempt to
pressure them into supporting a corporate transparency law. Having a large, heterogenous

coalition that canundertake tactics with potentiallnegative political consequences



facilitates political entrepreneur sd abi
law. Conversely interest groups know that entrepreneurial politicians have tactics
available to them that they do not, such as vote trading or personal connections to obtain
support for specific legislation. Byiblitical entrepreneursften cannot use these tactics

untl it becomes evident that there is widespread support for adopting a corporate
transparency lawi which the large, diversero-trangarency coalition provides.
Collectively, large, crossectoral coalitions increase the efficacy of political entrepreneurs

in securing the political support necessary to pass corporate transparency laws.

Once a country broadened its AML information collection regime and a formal cross
sectoral advocacy coalition formed, it took less than two years for the opposing coalition
to weaken and fail to keep BOT off the policy agenda. Prime Minister David Cameron
announced the UK government would propose a BOT bill in Parliament in early 2013,
hosting several rounds of consultations and hearings overR2Db&fore its adoption in
March 2015. Though a BOT bill had been introduced in every US Congress since 2008, it
failed go beyond the committee stage for over a decade. In 2018, the nelwalchak
coalition prevented a broader AML reform bill from coming out of committee when it did
not include BOT, signaling the strength of the new coalition and the importance of
corporate transparency. In 2019, a BOT law passed the House as a standalone bill with
support from previously opposing industry groups like the US Chamber of Commerce. The
final successful push occurred when a modified version of the 2019 BOT law was included
as part of the 2021 National Defense Authorization Act and adopted over President
Tr ump 6is January 2021. Some Canadian provinces held subnational consultations,

swch as British Columbia and Quebec, about creating their own BOT registers from 2018



to 2020 since the majority of incorporations occur at the provincial level. The federal
government hosted parallel consultations in 2019 and 2020 before making a final
commtment in the 2021 budget to bring a BOT register online by the end of 2025,
accelerated to 2023 in the wake of Russiafs
government has not adopted a BOT law in the absence of asexssal advocacy

coaltion and with relatively fewer industries having to comply with AML information
collection regulations. Figure 2 summarizes the theorized causal pathway, including the

negative outcomes where corporate transugriEaws fail to pas.

Government mandates Government does not
information collection mandate information
rules collection rules
Cost absorption / new No cost absorption /
— industry incentives — new industry incentives

Majority industry group

Regulated & new industr, oppositon to corporate

groups support corporat

transparency transparency
— Opportunity to | No opp'ot[tu'niéy t?:
leverage interindustry everage intennaustry
L divide
divide
I H
Industry supporters join Civil society groups do npt Civil society groups limited
entrepreneur civil societ form a coalition with in forming a coalition wit
groups in a coalition industry supporters industry supporters
Large, heterogenous Small, homogenous Small, homogenous
coalition coalition coalition
Corporate Transparency No Corporate No Corporate
Law Adoption Transparency Adoption Transparency Adoption

Figure 2: Visualizing Corporate Transparency Lock-In



Summarizing Corporate Transparency Lock-In

To review the process of corporate transparency-ilmckargue industry groups are
initially united in their opposition to corporate transparency policies. The high fixed costs
of information collection and the potentially high financial and/or reputational costs of
potential information dissemination form the basis of their opposition. Although CSR
oriented business interest groups are aligned ot society groups their syport is
insufficient to persuade policymakers of widespread consensus for greater corporate
transparency. The layering of new information collection rules onto existing domestic
regulatory regimes (Streeck and Thelen 2004, Mahoney and Thelen 2015) priodeice
industry divisions in their corporate transparency policy preferences. Industry support
arises from the collection costs regulated firms within these industries absorb from
complying with new rules (Perlman 2020; Kennard 2020) or from the creaitioew
industries to assist with rule compliance (Liss and Sharman 2015). These industries now
prefer greater information dissemination to facilitate coordination for the bafpom
monitoring required by regulation and/or extending information collectionl a
dissemination rules to other industries to impose costs onto them.

But regulated industries will not act alone to lobby for greater corporate transparency.
They require the presence @¥il society groupsadvocating for corporate transparency
policiesto engage in policy entrepreneurship activifi€éastner 2017, 2018; Roland 2020).
Thesecivil society groupsovercome the collective action problem in forming a new
advocacy coalition and coordinate strategies to pressure governments into adopting the

law. This large, diverse coalition has a higher likelihood of success in lobbying politicians



to adopt corporate transparency laws, despite pablic issue salience and continued
opposition from other powerful business interest groups (see Figure 2).

Importantly, governments do not increase or expand information colleatles i
either by covering additional activities or additional types of a¢tevih the intention of
fostering more favorable conditionsheto pass
basic strategy is for the regulator to discover, exploit, and, if necessary, create asymmetric
i nterests in the rel ease of rel evant i nfor

pursuing this strategy is rare (Coglianese, Zeckhauser, and Parson220D4Fung,

Gr aham, and Weil 6s research suggests that t
Ausually without any awareness by their cre
gener al i nnovation i n gover nanctienis gn200 7, 5

acceptable lovstakes policy tool that policymakers use to address variety of problems and
that industries have a harder time successfully opposing. Research on mandated disclosures
finds that regulated entities prefer transparency to moresim&rdechniques (BeSharar
and Schneider 2014, 6). The downstream effects of new rules producendioisry
divisions about transparency as an unintended consequence of the previous policy change.
This idea mirrors both institutions and public polidgdature concerning feedback effects;
policies create new politics that contribute to-seihforcing cycles (Pierson 1993).

My theory echoes several historical institutionalist accounts that question the
importance of exogenous shocks as the primaryaestion for major institutional changes
like the adoption of corporate transparency laws. Shocks often accelerate or deepen
changes that were already in motion and would have occurred in their absence. This theory

also underscores the importance of ageffcgctors do not take advantage of smaller



opportunities, like preference shifts within the incumbent-matisparency coalition
leading to an opportunity to increase membership in a newameparency coalition, then
the policymaking process can statllone stage for an extended period. Finally, it highlights
how high publicissue saliencis necessary to pass corporate transparency laws. Prominent
business interest groups can lose policy fights in low salience environments wheor inter
intra-industry preferences differ on a policy issue.

Lastly, the corporate transparency lankprocess kheorize and test using a tax
and AML-related transparency policy is not the only policy area where this cycle can
operate. Requiring social media platforms to collect information about hate speech or
userso6 privacy pr ef er ecokeet mformatienqhout the safgty ma nu f a
and efficacy of their products (Perlman 2020), or requiring firms to collect information
about their carbon emissions and environmental impacts more broadly (Kennard 2020;
Moehlecke 202) are all additional plausible stances where industries that are required
to collect information about these activities would support and lobby for stronger corporate
transparency laws.
Preview of Hypotheses and Empirical Chapters

Based on the theoretical propositions and mechanisrkmdinndustry policy
preferences to the adoption of corporate transparency laws, below are the hypotheses
related to each stage of corporate transparencyifock

1 Industrylevel preference shifts about corporate transparency laws ad@irthe
c 0 u n gaveynent adopts new information collection regulatig@bapter 5)

1 Industry associations and related business interest groups attribute their support for
corporate transparency to lowering regulatory costs or to imposing costs onto their
rivals. Thesectors seek hard law to level the playing fi¢€hapter 5)



1 After the industry preference shift, civil socigjgoupscanact as policy
entrepreneurs by allying with aligned industry actors to expand the supporting
coalition. Theegroupsact as policy entrepreneurs rather than regulated firms and
industry associationgChapter 6)

1 Civil society groupsand aligned industrgroups exchange information and
coordinate strategy through an advocacy coalition, sucbrdgactingegislators,
developing messaging and framing strategies, and related acti@iegpter 6)

1 The increase in the size and organizational diversityeottfalition supporting
corporate transparency is the primary reason why more politicians come to support
the law. In the absence of a large, cresstoral advocacy coalition, adoption does
not occur(Chapter 6)

1 The new pretransparency coalitioexchangs information among each other dnas
greater influence over the contents of the final law and regulations than the opposing
coalition.(Chapter 7)

The following four chapters provide empirical evidence demonstrating the
existence of corporate transpacg lockin. | outline my methodology in Chapter #he
case selectiotogic,t h e t Bcepe conditisnghe process tracingpproachand the
data <collected to test the theoryds hypoth
information collection rules and how it changediustry grouppreferences, focusing
primarily on the United Kingdom as an unlikely early mover on BOT paired thig
United States as an unlikely case for B&ibptionafter over a decade of failed advocacy.
This chapter highlights withisase variation over time and the importance of new
information collection rules in shifting industry preferences and enablimgpeaneual
civil society groupgo build a broad coalition. In Chapter 6, | primarily examine Canada
and Australia to evaluate betweesmse variation in adoption outcomes. This chapter
highlights the importance of having dedicateslil society groupsacting as policy

entrepreneurs leveraging ini@dustry divisions to advocate for policy change. Chapter 7

uses US data from the notieedcomment regulatory process for tB621 Corporate



Transparency Act to test whether the-mansparency coalition dagreater influence over

the final rules compared to the opposing coalition. | then review three plausible alternative
explanations high issue salience and bottam public pressurfom exogenous shocks
top-down pressure from international organizasitkethe FATF, EITI, and OGP, and the

role of federalismi and discuss how they offer incomplete explanations across all four
empirical cases in Chapter 8. | conclude with discussion of the empirical, theoretical, and

policy contributions of this dissation in Chapter 9.



Chapter 4Methods

This dissertation theorizes a generalizable causal process that can explain variation in
both business policy preferences about corporate transparency laws and in the domestic
adoption of corporate transparency laMy goal in the following chapters is to test this
theorized causal process using the case of beneficial ownership transparency (BOT) laws
in four developeddemocracies: the United Kingdom, the United States, Canada, and
Australia. In this chapter, | oute the mixedmethods approach taken that combines
gualitative process tracing with quantitative regression and text reuse analysis to test the
theory. | collect data from a variety of sources, including media reporting, government and
interest grouprepots, legislative testimony, lobbying disclosures, public consultation
comments, and 50 sessiructured elite interviews for the qualitative analysis of the theory
in Chapters 5 and 6. For the quantitative analysis in Chapter 7, icoded 450 public
commaents on proposed BOT rules the United State® test whether the industovil
society coalitionexchanged information with one another ax@rted greater influence
overthe finalBOT rules

This chapter is structured as follows. | fimitline theuniverse of cases, thease
selection proces and the scope conditions of thergument | then discuss the
operationalization of the two dependent variables, business transparency policy
preferences and the adoption of BOT laws, as well as the two indeperdables of
broadeningnformation collectiongnd civil societygroupsaspolicy entrepreneurdNext,
| review the data | collected to test the argument in greater detail, particularly the semi
structured elite interviews and theationship between the variables, hypothesaeddata

sources used @ssesstheargument. concl ude by descri bing t

he



approach | take to process tracing (Peinert 2018) and how | address some of the weaknesses
of process traag as a method.

Background, Case Selection, and Scope Conditions

The Global State of Play for Beneficial Ownership Transparency

As definedi n  C h a p beeeficialloywnerfisaa person who ultimately has the
ri ght to some s har erassdts, oathdabiligydaolcongohits activiie8.s i nc o
Beneficial ownership transparency reveals how companies and other legal entities or
arrangements, such as trusts, are owned and controlled by their beneficialoowners
(OpenOwnership 2022 Shared attrib@s across BOT laws worldwide includbe
implementation o& central governmeitin registry of beneficial ownership information.

However, some registers are publiavailablewhile others are only made accessible to
government actors such as law enforeatmand tax authorities. Some registers collect
information on all types of corporate entities within a jurisdiction, while others limit the
types of entities thahust share thelveneficial owner information. Though explaining this
level of variation igsmportant and merits study in future research, the fact that countries
are willing to adopt BOT lawat all represent a major shifiwayfrom the status quo by
increasing access to information about anonymous corporate entities.

The issue ohnonymous ownership and control has been known by domestic and
international of f i c ikdetveeenfulomate demafi@atl amvesershipwi t h A
(UBO) and financial crimgbeing] first flagged in 1988 by the Bank for International
SettlementS ( Lexi sNexi s 2017) . Neverthel ess, bene
relatively marginal in global AML policy discussions through the 1990s. In October 1999,

the G8d6s MoscownGemmedi ¢ he us didethedentityf shor e t



of the beneficial owners for the purpose of laundering the proceeds oécveairge the
FATF and other groups to take action as quickly as thep ¢aeFATF did act, releasing
40 recommendationsf o r me mber s o A ML regi mes I n Oct
Recommendations 5, 23, 2dat directly referencethe collection of beneficial owner
information. These recommendations were followed by supporting statements from the
United Nations, such as the 2004 WdnventionAgainst Corruption referencing the
identification of beneficial owners as important in combatting financial crime and the
Committee of Experts on International Cooperation and Tax Mattarsdaing the
creation of aVorking Group on the Concept Beneficial Ownershijm October 2009.

Despite growing recognition of the importance of BOT laws as a lynchpin for
addressing a wide range of financial aethtedcrimes, countrylevel adoption of BOT
laws did not occur until the mi#010s. Ukrainedgpt ed t he BOd lawwitba f i r st
central government register in October 2014, and the UK followed shortly afterward in
March 2015 withts BOT law including the first publicly accessible register. Importantly,
these countries and several others bet@npolicymaking process prior to the 2016
Panama Papers aralibsequent leakd-or instance, although India did not pass and
implement a BOT law until June 2018, they had a similar law on the books by 2013 that
wasnever enforced. As of December 2022, 8drdrieshaveaBOT law on the books, and
82 countries have implemented those laws (Knobel 2022; OpenOwnership 2023). Table 1
providesa list of OECD, EU member, and other key countries and their membership in key
international organizations promoting BOThere is substantial variation across this

broader population but no immediately obvious factors that are shared by the adopting



countriesand not by the neadoptingcountrieswith regards to regime type, government

partisanship, legislative competitidiederal systems, or IO membership

Table 1 TheGlobalState of Play foBOTLawsc OECD Members, EU Members, ar
Key Adoptes as of December 2022
Country BOTAdoption (Month Yea) FATF | EITI | OGP
Ukraine October 2014 N Y Y
United Kingdom | March 2015 Y Y Y
EU (27 members) May 2015 Y Y Y
Brazil May 2016 Y N Y
Malaysia August 2016 Y N N
Singapore March 2017 Y N N
Indonesia March 2018 N Y Y
India June 2018 Y N N
Norway March 2019 Y Y Y
Ghana May 2019 N Y Y
Iceland June 2019 Y N N
Kenya July2019 N N Y
Argentina April 2020 Y Y Y
Egypt March 2020 N N N
Nigeria August 2020 N Y Y
United States January 2021 Y N Y
Colombia September 2021 N Y Y
China March 2022 Y N N
Australia n/a (fall 2022 commitment) Y N Y
Canada n/a (sent to theSenate in June 2023; Y N Y
likely passage September 2023
Chile n/a N N Y
Costa Rica n/a N N Y
Israel n/a Y N Y
Japan n/a Y N N
Mexico n/a Y Y Y
New Zealand n/a Y N Y
Saudi Arabia n/a Y N N
South Africa n/a Y N Y
South Korea n/a Y N N
Switzerland n/a Y N N
Turkey n/a Y N N

IO Membershig ParticipationSourcesFATEFEIT) OGP



https://www.fatf-gafi.org/
https://eiti.org/countries
https://www.opengovpartnership.org/our-members/#national

Neverthelessthere is substantial variation in the timing of domestic adoption
amongeuropean Uniomemberdo meethe2015directive The UK, for instance, adopted
its BOT law prior to the EUWlirectivewhen it was still a EU member, while Hungary,
Lithuania, andthly still had not translated th&OT directiveinto domestic law as of May
2021 {Transparency International 202While this dissertation does not seek to explain
variation in the timing of domestic BOT adoption among EU members, the causal factors
and @thways leading to adoption at the Evel mirrormy theoryand provideadditional
suggestive evidence for its internal validity.
The Role of Western Democracias Facilitating Corporate Secrecy

From this population of cases, | focus on the UnkKetydom, the United States,
Canada, and Australia as key contemporary secrecy jurisdictions. A secrecy jurisdiction
fiprovidg(s) opportunities for nonresidents to escape the laws of their home countries by
allowing them to hide their identitiesJafisky, M@zer, and Palansky 202@73). In some
instances, less information is required from someone to start a company than is needed to
obtain a library card@AO 2006 Global Financial Integrity 2099 These four countries
can all be described as secrecy judasdnsbecause they allomdividuals to obscure their
identity behind companies, trusts, partnerships, and other legal vehicles.

Secrecy jurisdictions have existed in their modern form since at least the 1930s.
With wealthy Europeans looking to hide theiches in the face of a global economic
depression andorld war (Ogle 2017)countries and their coloes sought to attract and
retain this wealth going forward. Sometimes this demand led countries to change their laws
on the advice of legal and consudj firms or from governments pressuring colonial leaders

as a stipulation of the decolonization process, such as many of the British Overseas



Territories. In other instances, enterprising individuals found gaps or loopholes in existing
laws that they expited to their advantagéPalan and Nesvetailova 2014)oday
international criminals, wealthy individuals, and corrupt politicians alike seek places to
store and accumulate their wealth where their assets will be secure. As such, they prioritize
jurisdictions with a strong rule of law system guaranteeing property rights and with
minimal threat of government expropriation. Therefore, these individuals often use legal
structures and hold assets in developed democracies with strong economic grdvgh and
levels ofdevelopment that are also secrecy jurisdictions.

In the development and evolution of contemporary secrecy jurisdictions, the UK
and the US are two tfiemost prominentBeing the historical center of global finance and
its earlyspecialization in secrecy services has kept the UK as a central player through the
present day, along with itSrown Dependencies an@verseasTerritories. The federal
system in the US allowed New Jersey, then Delaware, then Wyoming, Nevada, and South
Dakaa to be at the forefront of providing secrecy servaiase the late 1800&indley,
Sharman, and Nielson 2014; Tuttle 2020). For instance, limited liability companies were
first invented in Wyoming in the late 1970s and spread worldwide over the ensuing
decades; Wyoming was also the first US state to recognize decentralized autonomous
organizations (DAOSs) as official legal entities in July 2021.

In contrast, Canada and Australia are less-Ww@dwn as secrecy jurisdictions but
are still frequently usedy illicit actors. Canada is often selected by individuals because
they rely on its positive international reputation and proviegel incorporation system
to avoid detectionCi v i | society advocates have call ed

given Canada s c¢ o | dThaughiAusadiaeioften neglected in global discussions



aroundmoney laundering, it is an important regional Habillicit finance in southeast
Asia (Sharman 2017, 33). Most importantly, both Findley, Sharman, and Nielson (2014)
and Jansky, Meinzer, and Palansky (202fnd that corporate service providers and
lawyers in Western developed democracies are among the worst offenders in allowing
individuals to set up shell companies. In short, whether these four countries adopt BOT
laws tha contribute to the mitigatioor end the use of anonymous entities matters
international politics
Medium-N Case Selection Justification

Additionally, | focus on these four countries because they enable valid comparisons
of the theorized causal proseacross cases. Since relatively few developed democracies
have adopted BOT laws, and other smaller, developing countries that adopted BOT laws
haveexperienced international coercion by the US and/or FATF (Sharman 2011; Findley,
Sharman and Nielson 201Mlporse 2022)quantitative analysis based on randomized case
selection is unreliablérherefore, | optfoafi st r ut b ausedd cwithiprayr i sono
universe of casefGerring 2007).T he UK, Uus, Australia, and Ca
similar, least likelp countries for corporate transparer
more difficult test of the argument. Restricting my comparison to Anglophone liberal
market democraciessoallows me to account for many relevant background features that
may vary acros cases and to strengthen my claims that the same process happened in the
same way across cas&sere is a tradeoff between selecting cases with variation on other
dimensions that may matter for the theaych as the inclusion of natemocratic regimes

or coordinated market economiegrsusselecting similaicaseswith the same outcome



following parallel demonstrations recommendatdiscussed further below herefore
developediemocracies are a scopenddion for the theorized causphthway

Studying BOT laws specifically provides a strong test for the theecguse these
laws target powerful firms, industries, and individuals atikehaslittle publicawareness.
Examining a high business power, Igublicissues al i ence case makes B
|l i kelyo candidate for corporate transparenc)
argumentThe US and UK in particular are among least likely for BOT laws to succeed
becausehese governments argualastablishedhe global AML regime to target foreign
tax havens abroad rather than secrecy structures at home startintata 1880s { oung
and Woodiwiss 2021 All four countries also experienced scandals related to global
information leaks that drewttantion to anonymous shell companies and money
laundering, allowing for a compelling test against the alternative explanagxo@énous
shocksincreasng publics al i enc e . On the other hand, BOT
case because it is a valenssue where only one side has a legitimate argument in favor
of greater transparency. However, policymakers and the public alikenderstand
arguments about wanting to preserve privacy @anprotecttrade secrets as poteniyal
legitimate uses for opae corporate structureSombined with low public issue salience,
BOT remains a highly unlikely case for policy change.
Variable Operationalization

Operationalizing the dependent and independent variables in qualitative research
can be lesstraightforward than for quantitative studies. In this section, | describe how |
operationalize the dependent varigtfleor t he first stage (busines

preferences) and the second stage (adoption of corporate transparency lawtheafryhe



| then describe how | operationalize the independent vasidble the first stage
(information collection rules) and the second stagei (v i | S 0 C ipdityy group
entrepreneurship activitie.usi nessé policy prefeariabteces bec:
in the second stage as well.
DependenVariables

Identifying policy preferences can be difficult as not all interest groups publicize their
issue positions. They may not have a strong or clear preference, they mayeoprocess
of forming their preferences, or they may not want to make their preferences publicly
known. However, given the positive normative value associated with supporting
transparency (Birchall 2011), business interest groups that do support corporate
transparency laws have imte&ves to make their preferences knowrptsicymakersand
to the public.Additionally, manyinterest groups are incentivized to crezd&im among
their supportergor their policy activities and winsThey publicize lobbying effortand
successethroughwritten materials likgoress releaseendmember newsletter§or those
that avoid publicizing their positions, lobbying disclosure databases (Kim 2018) capture
additionalbusiness interest groups and reduce the number of both missing observations
andinstances ofinobservedariation.Thus bothpro- and anttransparencinterest group
preferences are made visible through press releases, media reporting, legislative testimony,
regulatory comment$pbbying disclosuresandother sourced review the issue positions
for key interest groups from 2008 through 2022 to ascertain the initial preferences of
business interest groups as well as evidendbedf preference shifts, triangulated with

eliteinterview evidence tdeterminghe causs ofthese shift§Natow 2020)



| defined corporate transparency in Chapter 2ireseasng the availability of
information about a firm, industry, drusinessassociation that allows external actors to
monitor the internal workings or performance of thesgorate actorslo operationalize
this definition, | review nationalevel legislative proposals and whether their primary
purpose is to increase outsider access to internal information from corporaté actbis
instance, to increseaccess to imfrmation about the real owner or controller of a corporate
entity. | capture proposals as the mante ar a goeenmentrapndusices a draft
corporate transparency law and adoption as the month/year a law was passed. | focus on
laws as the outcome afterest rather than regulatory changes or policy commitments
acrosscountriesbecause laws on the books are a more credible, durable commitment to a
new transparencyeform since regulatory initiatives can be paused or rescinded with
comparative ease bytiure governmentgBerliner 2014; Schnell 2018). This approach
enables both withitase comparisons of previous failed attemptpasisinga law and
crosscase comparisons of successes and failures.
IndependentVariables

For the informationcollection rules | review the successive ¢
regulatoryregime andrack whether the governmemdoptsinformation collectiorrules
that covermore actorand/ormore types of activitieNougayrede2019, 327). The first
and mosimportantis the number of industries that have to comply with these rules in a
given country.In this instance, categorical inclusion or exclusion of an inddstry a
c ount r yrégslatidgniptovides a clear indicator of the key factor generating-inte
industry differences in transparengyeferences. The second is whether regulated

industries must collect information in some or all cases as defined by the rules. For AML,



this includes whether regulated industries must conduct customer due diligesoeé

or all potential clients. Thifactorreflectsan increased in theesources requiret gather

and update that information, furthercreasingcosts. Together this operationalization
somewhat mirras the logic of a hurdle model. The outcome of iagtconsists ottwo
parts: whether an industry must comply with information collection rules, then how
stringent the rules are for regulated industri€kis distinction better captures the
underlyingconceps and mechanisms laid owt the theory.

For the policy entrepreneurship activitiebassess whether there are individual civil
society groupghat decided to makeorporate transparency lawse of their signature
issues and to dedicate resources to pursue policy chathgeeach countryThese graps
inved their time, personnel, and resources over an extended pterigsdcure greater
corporate transparency (Sell and Prakash 2004; Kastner. Zbit@Ygh these investments,
civil societygroups engage in three key patterns of action of reframing issues, coordinating
strategy, and building coalitions to advance new policy proposals (Capano and Gallanti
2018). After establishing theivil society groups that havé&nown preferencesaround
corporate transparency lawsassessvhether they engaged any ofthesethree policy
entrepreneurshipctivities and the frequencyof these activitiegluring the period under
examination Some groups may start or stop their entrepreneurship activitiglsaoge
tactics, allowing for a more nuanced understanding of the activitigseoffic groups

Coalitionsi a group of actorthatshare policy preferences and coordinate strategies to
either defend or challenge an institutional statusg que a keyroductof successful policy
entrepreneurshiplrherefore, | assess whether a country has an (in)formal collective of

interest groups thaxchange information to coordinadvocacy as a result of the policy



entrepreneurship of a specific civil society gro@walition composition is assessed by
examining theaumberof distinctinterest groupand he number of sectors represented by
those interest groupb sum, | operationalize the independent variables by first assessing
theiroccurrencen a given countrythen the intensity or frequenoy its occurrencevithin

that country.

Data Collection

To assess my argument, | rely on data drawn from a variety of sources to corroborate
accounts oh c t prefesedices, motivations, rationales, and the timingaaher ofevents.

This includegegislative and regulatory textsedia reportingzcontemporaneous academic
articles,government and interest grougports, press releases, gtegislative testimony,
lobbying disclosures, public consultation comments, &dd semtstructured elite
interviews. | rely on triangulation of the theorized activities through multiple data sources
and from different categories of respondents to assess my argument (Natow 2020). The
majority of these documents cover the period fradd@ through 2022 to capture the

hi storical cont e AML regime asawelh astbeoconiempoyady s
policymakingprocesses.

In preliminary researckor this project, | conducteten background interviews with
US-based policy actors working on B Washington, DC in fall 2019 to generate a
range of plausible explanations for further evaluation and hypothesis testing across a wider
range of cases. Specifically, repeated references to finalizing the 2016 Customer Due
Diligence rules for banks andetfit unions leading to both an industeyel change in
policy preferences and these interest groups joining the FACT Coalition led me to develop

the theory based on the layering of new information collection rules onto existing



regulatory regimes for téaty across additional cases. Moreover, these initial interviews
improved my knowledge on the subject matter, which increased my command of the area
and credibility when engaging with lateotential interview participants

From the initial document colldoh and background interviews, | collected data from
relevant policy actors who favored and who opposed the adoption of a BOT law, as well
as government officials within the executive and legislative branches of each government
who worked on BOT. Informain from these interviews provides additional evidence
about context, process, or mechanisms to offer leverage in making causal claims (Brady
and Collier 2004, 277). The final pool of potentrakrviewparticipantsncluded lawyers,
accountants, consultem) bankers, real estate brokers, risk management professionals,
government administrators, legislatolggislative staffers,law enforcementagents
professional associationsusiness interest groups, and civil socigtyupsto assess my
theory relatie tothealternativeexplanations.

From August 2021 through August 2022, | contacted potential participants using
purposive nofrandom sampling, followed by snowball sampling. Through discussions
with my prefieldwork participants and internet searchesaofors whoparticipaed in
variousconsultation processes, | identified 310 actors across the four cases as members of
the BOT policy field for contact by email. From this list and additional background
research to identify key players, | narrowed downimifal contacts list to 100 actors.
Potential participants were emailed once with an introduction to the study (see Appendix
A), then sent a follovup emailtwo weeks later in the event of no response. Participants

who did not respond after this follewp email were considered nonresponsive.



At the end of each interview, | asked the participant to provide me with the names of
individuals who they thought weessential for me to speak with to better understand the
policymaking process around BOT in their country. | would then contact this person and
note that they had been referred to me by someone who thought their perspective was
critical without disclosingheir name or other identifying details. Hearing certain names,
organizations, and/or government departments repeatid pgrticipants confirmed that
| had reached saturation within the policy network for a given country. Restatements of the
same causgirocess and (non)mention of different contributing factors to the success or
failure of BOT in the country provided further information that | reached saturation. |
contacted 18 individualsvia email from August 2021 through August 2022 and was able
to interview44 individuals. The descriptive statistics for interviews across actor types are
provided in Table2. The total accepted interview number is different than fmgl
interview number becaus@®rae participantswho initially accepted my request dicbin

follow throughandfinalize a date and time for the interview.

Table2: SemiStructured Interview Data, August 202August2022

Actor Type Accepted Declined Nonresponse | Accept Ratio
Civil Societroups 22 10 15 22/47 (47%)
Busines$roups 11 15 60 11/86 (13%)
Journalists 3 6 5/9 (56%)
Government
Officials 15 2 19 15/36 (42%)
Group Totals 51 27 100 178

Nevertheless, snowball sampling makes several assumptions abpartitipantsand
the networkof interest 1) the participantsknow one another as members of the target
population, 2) the network of the target population forms a single component, and 3)

participantan accurately report their own network sikze@m my background interviews,



| believed thaaccurately capturindhe size of thg@olicy networkwasfeasiblefor all four
countries Many of the actors in the public and private sector lobbying ska@e one
another, with one person describiB@Tas @Ay o u, me , and about fi ve
in this town [DC] whorel vy c ar e a b Repdtitiont df this idea bysothers 0
solidified BOT as a lowpublic salience issue across the cases as teillever, while |
was able to reach saturation in the US, the UK, and Canada, | was not able to reach
saturation of the pady network in Australia. For this case, I relieginly onprimary and
secondary source documents to assess the theory.

Anot her -=Beoundgoy me c pocy heswork wafocusihghom
individual and organizational actors who were involved Jattbying aroundBOT from
2008 onward. Fifteen yearsstrikes a balance between tracidganges over timand
capturing a comprehensive snapshot ofpibiecy network while centering thanalysis on
the actors who had the potential to make a meaningful contribution in the policymaking
process. This combination enables the visualization of change ovewitimeand across
casedo test my theory.

Notably, | had a greater rate of deelrand nonresponses from business interest groups
and thus saturation was not reached withindahtercategory. For comparison7 $ercent
of the potential civil society participants | contacted agreed to an interview, while8just 1
percentof potentialbusiness participants agreed. However, among the business interest
group actors | was able to interview, these participants largely supported the accounts of
both civil society interest groups and government officials and allowed me to triangulate
accuratedescriptions ofkey events actor motivations and their relative importance

Additionally, actors in this category may have declined to be interviewed because they did



not want to reveal their true policy preferences or lobbying strategies on this issue.

However, given that these interviews occurred during some of the worst waves of the

global coronavirus pandemic, some potential participants may have declined participation

for personal reasons, such as illness or being short staffed.
| conducted each sestructured virtual interview with opeended questions over the
videoconferencing platform ZoofArchibald et al. 2019)l asked all participants a core

set of ten questions while incorporating a tailored set of three to five additional questions

relevant for the specific actor being interviewed followed up with interesting or

surprising points raised by interviewees, asking them to elaborate further and leading to
additional discoveries | raised with participants in later interviews. The key questi@ats
included (see Appendik for full interview question list):

1 What objectives were you and others like you trying to accomplish around BOT, and
what type of action did you taking to make that happ@nsider versus Outsider
Strategies; Public Salieec& Grassroots Activity; Coalition Building)

1 What are the fundamental argument(s) you used to try to convince people why it is
important to (not) have BOT(Pssue Framingk Linkage; Coalition Building

1 What impediments did you face in achieving your oljest on this issue in other
words, who or what is standing in your way? What were they doing, and what kinds of
arguments did they maké¢Strategies and Framings Used by Opponents

1 What are some differences you have observed in this issue area oveWtaeRas

changed and what has stayed the sarf@®alition Evolution, Issue Salience,
International Pressures)

1 Asked if the person did not raiglis point (which happened frequenily How
important were international factors in shaping gwicymaking process in your
country? Crisis; International Pressures)

Participants were given the option for me to record the audio of our conversation via
Zoom along with a transcription adtfenerated by OtterAl, or for me to take handwritten
notes during and after the interview with no audio recording. Over 90 percemy of
participants allowed me to audio record our conversation; | permanently deleted these

audio files once | finished cleaning the interview transcription as a primaserving



measure. The shortest interview was 20 minutes, the longest interview wasnL@és,

and the average interview length was approximately 50 minutes. Coding of each interview
was guided by the themes ascertained frontethreliminary interviews antheplausible
alternative explanations frotheliteraturereview.

When reviewinghe transcripts, | approached each interview looking for overt content
(direct, recorded answers in conversation) and indirect content (nonverbal information
gleaned from conversation) for recurring themes, issues, and relationships (Lynch in
Moseley 201335-36). For instance, many participants made either passing reference or
did not mention the Panama Papers and other leaks at all during our conversation until |
prompted them think about its impacts on the policy process. When they did discuss the
Panamd&apers, most people did not ascribe great importance to the leaks in leading to the
adoption of BOT laws but rather as another (albeit larger) event that weakened the
opposition.Instances like this are suggestive of amsence of evidencand provided
additional support for corporate transparency latkather than alternative theories.

Beyond the interview transcript$ rely on triangulationof interviewee activities,
motivations, and beliefthrough multiple data sources and from different categarfies
respondents to assess my theory (Natow 2020). For the former, | rely on a mix of publicly
available documents and these elite interviews to construct the sequence of events and the
activities undertaken by different actors. For the latter, | rely mrasttuated in different
institutions corroborating the same factors and sequences as critically impbadant.
instance,fia civil society advocate and a political staffer concurred about the role of a civil
society group in building the coalition, theoan be more confident that this specific actor

and their actions mattered.



Text Reuse and Regressid\nalysis

To complement the qualitative analysis of coalition coordination and influence over
corporate transparency laws, | atsmduct a quantitativenalysis using proposed laws and
regulations as well as the public comments submitted about these projpestalslish the
population of actors who lobbied around all proposed BOT laws in the US sincaes2@g8
lobbying disclosure records from In Song Kn GabbyView database (2018)conducted
a keyword search wusing the terms fbeneficia
the titles of proposed US bills since 2008 to capture all lobbying during this timeframe.
This search returned 127 uniquegps who lobbied lawmakers and regulators about BOT
laws and underscored the diversity of interest groups lobbying in this area: government
agencies, professional associations, business associations, civil society groups, and several
other types of organaions. | use these data to establish lobbying pattens over time and
data from the FACT Coalition to demonstrate shifts in coalition membership.

Chapter7 only analyzes data from the US as | am unable to conduct similar analyses
on the other three cases fone of three reasons. First, Canada and Australia had an
insufficient number of comments for a withtountry quantitative analysis and thus would
be underpowered. Second, the US is unique in that government agencies publish nearly all
of the comments &y receive on proposed regulations; other countries allow commenters
to request that their comments are only visible to the government agency running the
consultation. Third, because some groups post their comments publicly despite
g oV er n me-disci@ase ohtbase comments, the data that is available in these
countries overrepresents civil society groups and not the full population of interest groups

lobbying on the issue. | did file several FOI requests in the UK and Canada in 2019, 2020,



and 2021 to btain more comments with identifying information, but @I requests

failed after multiple appeals (see Appendix

Consequently, I leverage 450 public comments on proposed BOT regulations in the

United States in May 2021 and in February 26@Zssessaalition coordination and

influence These comments are in response to the Financial Crimes Enforcement

Net wor kos

(FI NCEN)

advanced

notice of

proposed rulemaking (NPRM) before the agency promulgates a findl mredel and hand

propo:

coded each comment along six policy dimensions based on a coding scheme developed

inductively from first reading the public consultations comments on proposed corporate

transparency laws in the UK and Australia. After a first pass codimg tdle comments,

on the second pass | added coding for the independent and control variables while

revi ewi

resolved these cases with a closeaa&ding the comment to makdinal coding decision.

ng those

where the

comment er 6s

posi ti

Because the ANPRM and NPRM comments are both taken into consideration by the

regulatory agency, | run a combinezfjression and text reuaealysis of both comment

periods and their relationship to the final rulesich is deschied further in Chapter 8.

Table 3 reviews eactependent and independergtriable, the hypotheses it is

relevant tcevaluating and the types of data usedetmluatehe associated hypotheses.

Table 3 Overview of Variables, Hypotheses, and Data

(Chapter 5)

and/or more
activities)

Dependent Independent

Vgriable VaF;iabIe Hypotheses Data
Business Information 1 Industrylevel preference Law & regulation
corporate | collection rules shifts about corporate texts
transparency transparency laws occuafter | Lobbying
preferences | (More industries 0§ KS 02 dzy i NB Q g disclosures

adopts new information
collection regulations.




Industry associations and
related business interest
groups attribute their suppor
for corporate transpagncy to
lowering regulatory costs or
to imposing costs onto their
rivals. These actors seek ha
law to level the playing field.

Public
consultation
comments
Media reporting
Contemporary
academiarticles
Hite interviews

Corporate |Business After the industry preference Law & regulation
transparency corporate shift, civil society groups act| texts
law adoption| transparency as policy entrepreneurs by | Lobbying
(Chapter 6) | preferences allying with aligned industry |disclosures
actors to expand the Public
Civil society supporting coalition. The consultation
group policy groups act as policy comments
entrepreneurshig entrepreneurs rather than | Media reporting
regulated firms and industry | Contemporary
associations. academiarticles
Civil society and aligned Government and
industry groups exchange | NGO reports
information and coordinate |Legislative
strategy throuwh an advocacy testimony
coalition, such asontacting | Hite interviews
legislators, developing
messaging and framing
strategies, and related
activities.
The increase in the size and
organizational diversity of th
coalition supporting
corporate transparency is th
primary reason wi more
politicians come to support
the law. In the absence of a
large, crosssectoral advocac
coalition, adoption does not
occur.
Information | Crosssectoral Civil society and aligned Law & regulation
Exchange [coalition industry groups exchange |texts
membership information and coordinate |Lobbying
Policy strategy through an advocad disclosures
Influence coalition, such asontacting | Consultation
(Chapter 7) legislators, developing comments




messaging and framing Government and
strategies, and related NGO reports
activities.

1 The newpro-transparency
coalition has greater
influence over the contents ¢
the final law and regulations
than the opposing coalition.

Process Tracing:MechanismVerification Within and Across Cases

Process verification is the application of process tracing to test a theory, linking
causes and effects through the identification of causal mechar®sosge and Bennett
2009. I conduct both whin-case and acrossise omparison®ver timeto assess the full
range of outcomesn the dependent variable&et the causes and consequences evaluated
in this dissertation are highly endogenous. Therefore, Peinert (2018) argues that
endogenous arguments should rely owhmerdipar al | e
the outcomes arall positive and where eactase shows the theoretically specified
processes occurring in the same way across cases (140). This approach helps to discount
alternative explanations and can be done over biotlewithin cases and across cases. As
part of process verification, | relygarallel demonstrations of the theorized causal process
in the UK, US, and Canada support my argument. Negative cases where the theorized
causes are absent provide limited additional support for the theory; Australia is the negative
crosscase compason in this instance.

Similar recommendation$or comparative process tracing have been further
developed by Beach, Camacho, and Siewert (2022) and Verghese (2023). The former
advocate for developing nidnge theories developed iteratively from compassof
mostsi mi |l ar cases to assess the theoryds inte

cases to assess its external validity. This dissertation exemplifies the development and



testing of a migrange process theory consisting of three to fivdaspaith significant
analytical abstraction while focusing on critical interactions between actors and their
motivations (Beach, Camacho, and Siewert 2022, 17). | focus primarily on evaluating four
most similar cases to compensate for the lower level @frat validity from assessing this

type of theory (see Figuf®).

&
=

Low High

Very abstract (one-liner) process theory

Mid-range, abstract process theory
(focus on key activities and linkages)

Continent, detailed process theory
(more complex, with multiple parts)

Level of theoretical abstraction
Level of internal validity
Level of external validity

Low High Low Case-specific process (no generalization)

Figure 3: Assessing ProcesBasedClaims (Beach, Camacho, and Siewert 2022)

In addition, |1 cannot observe a counterfactual world where the Panama Papers and
similarleaks highlighting the abuses of anonymslusll companiedid not occur. Instead,
| assess the relative weight of proximate and antecedent causes through sequence
elaboration and to address the infinite regress problem of continuing to seek causes for
causes (Verghesg023 . Sequence el aboration nexplicat
antecedent causes and both proximate causes and the final outcome of itheresnst
be mechanisms connecting all causes g e t h e rouiline(th @gnnection between
changes in information collectionlesto shifts in industry policy preferences, then shifts
in policy entrepreneurshiactivitiescombined with business interest gpoparticipation

changing the composition of the supporting coalition ultimately leading to policy change.



| also adopt a theorgiriven stopping rule of my analysis in each case around a critical

juncture, or fAa historicaltimonmdntpaitld). wisi @lo sc

For all four caseshe9/1lattackd oosened the constraints aroun
to regulate around AML issues more broadly in the name of national security concerns.
Importantly, a lack of transparency wast the primary demand or rationale behind why
policymakers sought changprotecting their respective countries from further terrorist

attacks was the dominant focus

Table4: Variation in Independent Variables and BOT Adoption Across Cases

Cases FirstStage Second Stage Outcome
Broaden Information Policy Entrepreneur Ciy BOT adoption
Collection Rules Society Groups

United Yes Yes Yes

Kingdom

United States | NOA Yes (2016) Yes Yes

Canada NoA Yes (2014, 2020) | NoA Yes (2017) No*

Australia No No No

*Canadais highly likely to adopt its BOT law in September 2023

Based on the operationalization of the variables in the previous section, | verify
whether industry preferences shift in favor of corporate transparency after the broadening
of information collection rules, that supportive industry groups lobby to achiere
preferences and are willing to ally with civil society groups, that civil society groups have
the opportunity to act as a policy entrepreneurs and to form a-swogwal advocacy
coalition, and that politicians reference the size and diversityeadupporting coalition as
their primary justification for the adoption of corporate transparency laws. Table 4
summarizes the relationship between the two key independent variables and the second
dependent variable of BOT adoptionexamine the cases ichronological order of

adoption for simplicity and clarity in analyzing with@ase variation across Chapters 5 and



6. These cases cover the full range of variance across the independent and dependent
variables, and the controlled case comparison enaldés ascertain a causal effect on the
outcome by reviewing each case for congruence with the conditions.
AddressingThe Limitations of Process Tracing

Researchers often raise two issues with process tracing. The first is the lack of
researcherransparency about thaecisionsmade during the research process and how
those choices may have influenced their findings. | follow the recommendations of
Bennett Fairfield, and Soifer (2019) to increase researcher transparency in comparative
methods and process tracing. They propose (1) elucidating concepts and how they are
operationalized and scored across cases; (2) presenting the case selection and logic of
comparison and why it is appropriate for the research question; (3) clearly articulating the
causal argument; (4) identifying and assessing salient alternative explanations; (5)
identifying the background knowledge and how it influences evidence interpretég)
explaining how the empirical evidence leads to a given inference; and (7) presenting key
pieces of evidence in their original form where possible. This chapter addresses points (1),
(2), and (4), and subsequampiricalchapterseach address theh@r relevant points

The second issue is related to missing data and adjudicating between alternative
explanationsThroughout therocess tracingh Chapters 5 and, ® am mindful of issues
related to missing data (Gonzal@zantos and LaPorte 2021). Themay be concerns
about undocumented stepsacking evidence to support the observable implications of a
step in the causal chaniger about hidden mechanisiingacking evidence of the reasoning
connecting one step in the causal chain to the next @awnrighthow, but not the right

why). Additionally, the ongoing coronavirus pandemic has meant nearbf #tle data



collection for this dissertation was conducted remotely through web and online database
searches as well as virtu@ceto-face internviews. These limitations affect the types of
evidence available to assess my claims (Howlett 2022), primarily through limiting the
number of inperson interactions that facilitate access to additional intervieaveesther
unknown or inaccessible data soes

To address these concerns, | contextualize the data generating process by describing
actorso6 motives and incentives to | eave a
with me as a juniowomanacademic researcher (Glas 202 Blsbevaluate the likelihood
that data would exist given the proposed mechanism. For exaogstajn industry
lobbying groupsare more likely tocreditclaim internally among their members about
influence over policy outcomeeghile not wanting this influenct® be public information.
As such, there may be few written traces of lobbying around corporate transgavesicy
or few lobbyists who are willing to be interviewed about their involvement ipadkiey
process. Furthermore, by attending publipérson wokshops, seminars, and meetings
related to beneficial ownership transparency beginning in fall 2019 and continuing virtually
through the pandemic, | have acquired contextual knowledge that improves my ability to
weigh the causal effect of each piece of aniynand secondary source evidence gathered.
Together these approaches mitigate issues both with missing dateitanassessing

alternative explanatiorthatarediscussed further in Chapter 8.



Chapter 5: Explaining Business Support@mrporate Transparency Laws

This chapter aims to provide qualitative evidence for the first dfatforporate
transparency lockn in the United Kingdom, the United States, Canada, and Australia. |
leverage botlacrosscase and withitase variation to ghlight the necessity of adopting
information collection rules for changing industgyoup preferencesabout corporate
transparency laws and their willingness to lobby in favor of théaniation in the scope
of the information collectiomulesincluded inant-rmoney laundering (AML)egulations
adopted during the 2000s¢he number of industries covered and the number of activities
requiringinformationcollectioni explairs most of thanter-industry preferenceariation
across casesThese rules increadedirect compliance costs for firms in regulated
industries, underscoring the benefits @frporate transparencylaws for mandaing
information sharing to lower costSubsequent AML rule expans®m the mid2010s
explains withincase shifts in industrgrouppreferences.

This chapter is structured as follows. First, | review why these four countries are
theoretically relevant for testing corporate transparency-itockthen briefly restate the
hypothesesevaluated provide examples of causal procesbservations (CPOs) that
corroborate or contradict the thgpand preview the crossase variationl beginwith the
UK, where broaderAML information collectionrules adopted during the early 2000s
changed regul ated i ndus dproyided thesbasfs foibcoafitionre f er e n ¢
building and the passage of the second BOT law worldwide. In contrast, the comparatively
narrow AML information collectiomulesestablished in the US during the 200€stricted
industry group support. Buwvb AML information collection rule changes in 2016 required

the banking and title insurance industries to collect beneficial ownership infornaation



part of their AML obligationschangng their preferencet® suppora BOT law. This case
comprises the bulk of the chapter because it covers from 2001 through 2016 through
successive AML rule changand failed legislative attempts.
| then discuss Canada, where the government slowly expanded upon their relatively
broad AML rulesadopted in the early 20008hese changes slowly grew the number of
industrygroups with latent support for BOT lawseth before and aftéhe Panama Papers.
lendwi t h Australia, where t heandranwidimgmessdgont 6 s S U
expandAML information collection rules after initial minor reforms in the early 2008s
limited broader industrgroupsupport foaBOT law. Throughout each case studfgdus
on the CPOs supporting corporate transparency loak to emphasize parallel
demongrations of the theory, leavingetailed discussion of the CPOthat support
alternativeexplanationso Chapter 8. | conclude this chapter by discussing its implications
for the regulatory preferences literature, as well as research on exogenous skdocks an
interest groupnfluence over financial regulation.
Reviewing Case Selection
There are two main rationales for why the UK, the US, Canada, and Australia are
useful comparisons to test corporate transparencyitoekd why | examin®OT laws
specificaly . The first rationale is that these fou
|l i kel yo cases f or dewlbpedngloppbdnadergoeraciesieducingour ar
the number of alternative factors tinadyvary across cases and contribute to the outcomes
of interest. Furthermore, the sectors most affected by corporate transpavesreypresent
| arge, centr al actors in each countryds ecor

cities at the center of thgdobal financial system, while Toronto and Sydney function as



key regional financial centefsProposed BOT law®ften challengethe structurally
powerful bankingalternative investmentaccouring, legal,and consulting industriesd

should strugglea gain traction among policymakershese laws require operational

changes that not only increase tcdudase i ndust

change how they do businessich aghroughlimiting the types of clients and activities
they undetake Examining BOTlaws in these countries thus allows me to examine the
proposition that when members of the financial industry are united in their preferences,
they bothoppose stronger regulations and are successfully abéetweheir preferences
On the other hand, when industry preferences are divided, both sidethegbyernment
I andthe sideghat supportgreatercorporatdransparencis more likely to winwhen allied
with civil society groups

The second rationale is that B@O&slow publicissuesalience in contrast to other
financial and tax regulatioriike consumer protectiothat are morevidely known While
advocates wished that policymakers and the public cared more about AML issues, they
believedthat sustained public attention was unlikely to materialize even after the Panama
Papers for a nichdML transparency law Thi s knowl edge is refl
emphasi ssiosherioc el ite politics rather than
because they knew publttention and pressusyenafter a crisisvould be insufficient:
Aiit's something that had been FATEhakeggodtaa bou't
whole load of work on it, but there's really very little public or political interest in the

questtm o éfii t 6s al | @rtervieve29, dJp mpai gni ngo

4 The 2023 National Account of OECD countrizta includeshe UK, US, Canadaand Australiaall
having similar percentages of their nationat@me coming from finance and insurance over the last 15
years, ranging from aboutt@ 9 percentReal estatbasa slightly wider range from 1@ 13 percent
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Further evidence to support BOT as a loublic salience issue is strengthened by
data from a survey @eriment that | conducted in February 2021. | tested different policy
issue frames on public support for corporate transparency laws and trust in government
among representative sample of 1514 Amerarash 1519 Australiarespondents. Among
the 179 Americanswho said they had heard of corporate transparency laws, only 22 said
that the law was very likely to pagafter the law had already passed in Congress in
December 2020Q)with similarly low levels of public awareness f BOT6&:m status
Australia. Thesedata reinforce the claim that a grassroots or public influémmgsed
strategy toward politicians was not the primamneansused to secure BOTB&Nnd
complements interview evidence frath four case studies

Nevertheless, there may be concerns that BT fit he descri ption of
i ssueo where only one side has a valid argu
transparency to address a range of issues from money laundering and tax evasion to wage
theft and consumer fraud outweighs argumentsftbe opposition about protecting
individual sé privacy, misuse of sensitive da
individuals and businesses. First, if BOT was a valence issue, then both international
standards and domestic legislation woul@ljkhave been adopted much earlier than what
actually occurredCivil society groupsnade arguments related to tax justice, human rights,
consumer fraud, national security, and a host of other issues that went ignored by
policymakers at the domestic andemational levefor many years. Moreoveppliticians
have been receptive to the concerns of the opposition, often proposing to limit the scope of
the beneficial ownership data collected and who has access to the data. Recognizing these

concerns as legihate and changing laws to accommodate these concerns undermines a



valence issue label. Finally, evidence about the success of transparency laws in other policy
areas has produced mixed results at best at achieving the goals policymakers expected from
them (Cucciniello et al. 2017). Increasingly both advocates and legislators alike have
gualified the positives of greater transparency atteimpted to addregs limitations.
Reviewing Hypotheses and Key Causal Process Observations

This chaptemprimarily examines variation in business preferences toward corporate
transparency laws and evaluates the first step of corporate transparericy lat&rt with
the proposition that collecting information is costly to firms: setting up systems to gather
informationare expensive, so firnasoid it wherthey arenot neededAdditionally, there
are often high financial and reputational costditims if that collectedinformation is
disclosed. But gvernmentsuseindustrylevel information collection rules to respond to
many differentpolicy problems because these rules are comparatively easidopt and
implemen, and theyplace thecost burden onto the private sectdndustries resist
information collectiorless forcefullythan more stringent regulatioasd are less abléo
make compelling claims about why they should not hawwliectit. Therefore, industry
groups opposeansparencwhen they are not required to colleewinformation,whereas
industry groups suppottansparency when they are required to collect new information.
Sharing information via a corporate transparency law reduces the (in)direct costs associated
with regulatory compliancélhese propositions translate to the following two hypotheses
and assdated data used to assess th{sge Table 5).

Causal process observatidi@ollier 2011)that would support these two hypotheses
are primarily related to the (in)directly stated rationalesdagiveni ndustry gr oup:

preferences and the timing dtiieir preference shifts For example, a January 2023



American Bankearticle about the US BOT regulationsderscored the importance of the

banki

ng

i ndustryos

a b i (thetU$ finanoial aimes egescy) t h e

beneficial ownership database not aiwyook up the information of individual clients, but

also to crosseference that information with other entities that they hold to better assess
the risks and holdings of that client (Richards and Delston 2023). This article attributes
bank industry grop s 6

Diligence ruledrom FInCEN and the shift in their BOT preferences only occurred once

preferences to t

h e

mat er i

al

those rulesverefinalized.Similarevidence fromnterviews withcivil society and industry

groups, contemporaneous media reporting, hearing testimony, and public consultation

commentgorroborates this rationasdthetiming of their preference change.

Table5: Evaluating Variation inndustry GroupPreferences

Dependent | Independent
Vzriable Va?iable Hypotheses Data
Business Information Industrylevel preference shifts Law &
corporate | collection about corporate transparency lawg regulation texts
transparency| rules occurafterit KS O 2 dzy (i NX Lobbying
preferences government adopts new disclosures
(More information collection regulations. | Public
industries Industry associations and related | consultation
and/or more|  business interest groups attribute | comments
activities) their support for corporate Media
transpaency to lowering regulatory reporting
costs or to imposing costs onto thg Contemporary
rivals. These actors seek hard law| academic
level the playing field. articles

Hite interviews

CPOs that would contradict these two hypotheses are primarily relaa¢druative

justifications provided by industry groups, as well as outside factors that impact those
preferences. For example, if a natielelel accounting professional association publicly

attributed theiprimary support for passing a BOT law to changing international norms

ne
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sparheaded byFATF, that CPO offers support for the alternative explanation of
international policy diffusion via learning?ressure from I0s rather than domestic
competitorschangesndustry group preferenceSimilarly, if business preferences shifted

after tax evasion scandals or information leaks like the Panama Papers, this evidence would
offer support for the importance of exogenous shocks in explaining the timing and rationale
of changing industrgroup preferencess being driven primarily by reputatial rather

than material concern8oth a combination of publiclgvailable sources and knowledge
gathered fronthe 44elite interviews elucidates these competing explanations.

Table 6 summarizes theobservedshifts in industry and professiongroup
preferencedor key sectorérom 2008to 2022by countrycasd. ndustry groupso r
to new AML information collection rules is to seek to reduce their regulatory costs and/or
to level the playing field with rival industries that do not have to bear these costs.

Table6: BOT Preferenc8&hiftsby Country andKeyIndustries

. Industry Groups
BOT Adoption Banking Law Real Estate Accourting
UK (2015) MixedA Support| Oppose| Support Oppose”
Support
US (2020) OpposeA Oppose| Oppose”A Mixed | Oppose
Support
Canadaif/a) Support Mixed | OpposeA OpposeA
Support Support
Australia (n/a) | Support Support| Mixed Mixed

These groups make their preferences known to policymakers through direct lobbying as
well as government hearings and roundtables, public letters, media intervieys/béind
consultation comments$ndustry groups that supported BOT were much more likely t
lobby in favor of reducing their compliance costs and to do so publibly.majority of

thesepreferenceshifts occurred in response to changing information collection rules and
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these actors publicizing their support of BOT laws as part of a-sem$gal, pro
transparency coalition discussed further in Chaptien®w turn to discussion of each case.

The United Kingdom: Broad AML Information Collection Rules Lead to an Unlikely
Early Mover

The UK is notoriousnternationallyfor facilitating illicit financial flows London
earnedhe moniker Londongrally the early 2000®r its hospitability to wealthy Russians
and the dfillicit funds they brought with thm. But the UK surprised thenternational
communitywhenthey took ameaningful step toward cracking down on these flows by
becomingthe second countryorldwide to adopt a BOT lawvith a publicly accessible
registryin March 2015. Through this case study, | arghuett h e  Ctokpasatively
expansive AML information collionrulesput in placeafter 9/11shifted the preferences
of industry groupsn favor of BOT much earlier than other countri€Bhese rulegput
massive compliance costs on regulated industagsg the groundwork for rapid future
coalition building by pro-transparencycivil society groups and acceleratethe
policymaking process around BOT.

Rule Expansion Adoption of BroadAML Information Collection RulesPost9/11

Prior to the 9/11 attacks, the United Kingdom had adopted theEineapean
Communi t y 0-Moné&yiLausderingADiréciive (AMLD1). The community agreed
to AMLDL1 in June 1991, with a deadline to be transposed into domestic laws by April
1994. This diretive required banks to undergo customer due diligence (CDD) and know
your customer (KYC) obligations when onboarding new clients, as well as ongoing
monitoring for suspicious activity. These requirements mandated that banks review
potential clients to vefy their true identity, to check for illegal activity, and to monitor

high-risk clients. The Blair government extended some of these AML rules with the July
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2000 passage of the Terrorism Act, which required financial institutipnsarily banks,
creditunions, and investment companie® collect customer information to prevehe
funding of terrorist acts. These parallel developments at the domestic and transnational
level formed the basis for the United Kingdom to take a comparatively more aggressive
approach to reforming its AML regime in the wake of the 9/11 attacks on the United States.

The UK broadened their anthoney laundering rules in the peéBtl1l period with
a series of domestieforms along with transposing parallel EU directives into (k.
The EU accelerated its timeline for AMLD2 and obtained a final agreement by December
2001, which required member states to transpbsegesnto domestic law by March
2004. The EU amendments included adopting a broader definition of money laundering
and clarifying that other industries such as investment firms were required to follow AML
rules. However, lawyers and several other professadobiedsuccessfullyat the EU level
to leaveparts of the directive open to governments to grant siomted exemptionswithin
theirdomestic legislatioat this timeg(Shaughnessy 2002, -3P; Tyre 2010, 7L

UK lawyers however,were less hostile toward shifts in the AML regime. The
British government transposé&dLD?2 in in July 2002with the Proceeds of Crime Act,
which wasthe most substantive overhaul of UK AML legislatimndate Key elements
included the creation of the Assets Recovery Agency to centralize various efforts to track
and recover assets from organized crime andrism as part of its financial investigatory
capacities. It also incorporated substantive AML regulations, such as required reporting of
suspicious transactions by regulated professions and penalties for their failure to disclose
said information to the g@rnment.The most cruciaaddition was the inclusion of money

services businessemnd of theidesi gn-&t edn mioal busi nesses
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(DNFBPs) like lawyers andorporatgormation agents who assist individuals in setting up
corporate structes and arranging their financial affairs. Thide expansion captured

other professionals who the government argued would have an intimate awareness of an

individual 6s finances and be able to raise t

Overall,British policym&ers encountered a more favorable policy environment for
expandingtheir AML regime after the 9/11 attacks. The attacks represented a crisis
moment for Western democracesd gorovided astrongnational securityustification for
expansiveAML and terrorst financing reforms These changes required less financial
investment from the governmeas well By putting the burden of client information
collection ontomoreprivate sectoactors this approach saved considerable financial and
personnel resourcef®r the government to reviewuspicious activies submitted by
regulated industries. Furthermore, the government was able to claim credit for taking

policy action that wouldestrictterrorist financing andeducehelikelihood of future terror

attacksMandated information collectiom| s o compl ement ed the AThir

regul atory approach favored by Prime Mini
to bolster its law and order credentiddo(igayred2019 348). Together, these rationales
support my theoretical propositions about
new, expansivenformation collection ruledespite industry opposition
Cost Attribution: Growing Compliance Costfor Regulated hdustries

Complying with theseAML regulations required the development of new
information collection systems: obtaining or developing the software needed to track this
information, training personnel on how to collect and review informatod,ongoing

monitoring of these new systemsr@pliance costaroundthese new AMLrulesincreased
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considerably forfirms in regulated industriesEven with a riskbased approackhat
theoreticallyminimized costdy only requiringextra scrutinyfor higher risk cliets, it he
compliance costs for th€UK] regulated sector have increased by 60% since the
introduction of the FSA A Mmnallereguilatecaentities n s 0
struggled the most with compliancRyder 2008,643; Nakajima2006, 127).Although
these firms expectagteater costghe scope and scale of sencreass wereoften beyond
their expectationwiith regards to ongoing monitoring and staff training

Contemporaneous polling of UKased companies about their understanding of
AML obligations supports the idea thiains would and dichot collect information unless
theyhadto. A survey of UK money laundering officers in 2001 prior to the AML reforms
found that a majority believed KYC requirements can alienate a client and woeltedav
them to take their business elsewhere (Gill and Taylor 2004, A88)05 survey found
that mostUK-based accounting, law, investment, and banking money laundering officers
said theycomply with AML rules to avoid sanctions and fines, rather thankiihig it is
good business practice or effective at combatting money laundering (Yeandle et al. 2005,
8). Since several of these industrigsre not required to follow AML rules prior to this
rule changethey relied orexpensivehird-party services provet by compliance and due
diligence firmsto meet regulatory deadlin@gerhage 2011lL.iss and Sharman 2015). This
sentimeni s supported by survey data prior to

of building societies and 68.4 percent of insurarmmenpanies did consider the

( R

t he

requirements expensive because they had nhefore(Gileamch r equir

Taylor 2004, 590).
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These widelyborne costs were the direct resultudi legislationrequiring AML
due diligence from many additionBINFBP industries beyond the initial focus of both
AMLD1 and AMLD2 on financial institutions. Corporate service providers and formation
agents, trust providers, casinos, high value good dealers, lawyers, accountants, and estate
agents were nowalsorequired to idaetify the ultimate beneficial owner(s) among their
customers. Through expanding information collection rules to a brogaenp of
industries, the UK government initiated the possibility for a preferenceashdhgthese
groups Thar compliance costdighlighted the benefits othe government adopting a
corporate transparency law that would provgteater access tbeneficial ownership
information to reduce duplication and streamline client review processes.
Limited Preference Shift Little Regulated Industy Supportfor the AML Regime

In the period followingthese initial reformsthe UK government prioritized
communication with regulated industries and other stakeholders around itsegifhe
The c o Octaber 04 Money Launderingr&egy fistressed the importance of
consulting public and private sector stakeholders, and is firmly committed to this ongoing
pr oces Jhe gdvardngnt hosted severalndtables with multiple private sector
groupsandoneonone meetings with indivishl stakeholderto listen to their concerns,
and in some instances, to integrate their feedback into proposedThigssongoing
communicationand promises to minimize cogpsoduceda comparative lack of active
opposition tothe CDD rulesfrom key industies like the banking and legal sectors
Nougayrede(2019 describeshow the UK legal profession played an active role in
supportingthe new AML rules, such ady submitting thousands of suspicious transaction

reports oncethey went into effect and main gelatory bodies like the Law Society
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providing guidance for its members to come into compliance-888). Mandated AML
compliance became the new norpaaid regulated industriegorkedwith the government
to implement the law while limitintheir coss as much as possible.

Despite theitepid acceptance of the AML rules while also seeking to limit their
costs,no regulatedndustry groupsirguedn favor ofgreater corporate transparendg a
BOT lawto the governmenBolicy discussions of whethto adopt a BOT law establishing
a public registry as part of these AML reforms were marginal to nonexistemtJK and
EU both conducted regulatory impact analyses of the costs and benefitgtihgBOT
register in July 2002 and in February 200 pextively But these reports did not lead to
serious, substantive conversations among British policyméalearsn though both reports
suggested a massive cost savings for regulated industriésr daa enforcement tdetect
and prosecutillicit financial flows. Ultimately no politicians were advocating for BOT
l aws within Parliament , mnahdatedEhenihe FARfMHad di r ect i
not made ita mandatorypart of its standards, and civil society growpere focused on
automatic exchange of imfmation and countrpy-country reporting tax transparency
reforms(see Chapter 6Although it was in the material interests of regulated industry
groups to have greater transparency to lower their costs, they did not organize or lobby in
favor of BOT lavs throughthe late 2000s.

Rule Expansion& Cost Attribution: Transposition of AMLD3 Expands the Number of
Regulated Industries an€overedActivities

Additional AML rule changes and cost absorpiiscreased the number of industry
groups that would favor greater transparency to reduce costs by the late2(Gke
UK government consolidatieits efforts to address illicit financial flows spread across

several government bodies into a singulanti@ized agencyn the mid2000s The
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Serious and Organized Crime and Police Act 2005 created the Serious Organized Crime
Agency, which was merged first with tiidational Criminal Intelligence Servickrst
created in 2001 to handle illicit finance issuenmerged agaiwith the Asset Recovery
Agency after the followup Serious Crime Act 2007 his successiveentralization was
intended in part tweduce costs foregulated industries in working with government to
share information on possible finarnataimes.

These changes also reflected additional
which came into force in December 2007 along with corresponding UK legislation.
AMLD3 now required money services businesses, trust providers, and corporate service
providersto be licensed and registered; included estate agents under AML rules; and
required covered institutions to identify thikimate beneficial owneand to take adequate
measures to understand the ownership and control structure of the customer (Sproat 2007,
174-175). Moreover, regulated actors couatnvrely on third parties to conduct th&DD
for them but would be ultimately responsible for the risk (Liss and Sharman 20if).
by the late 2000s UK banks were always required to ideBiig owning 25 peent or
more of an entityand to verify the BO information for higher risk custom@&rmsesen 2008).

Regulated industries again faced new and/or increased expReagesatory costs
for private banksncreased by around 50 to 100 percent over the prefriaugears in the
UK and in other countries that made similar chan&asgson 2009 with the majorityof
those costs attributed to ongoing client monitorikgtkov 201). Allowing third parties
to conduct CDD producedubstantial restructuring and compliance work for industry
professionalén the UKas well supporting the proposition of creating and sustaining new

compliancendustries(Interview 27).These parallel expansions in the scope of activities
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and the industes covered by UK AML laws increased the number of possible industry

groups whavould favorgreater transpareneyid made the benefits of greater transparency
moreapparent tahe industries that faced additional obligations.

Preference ShiftMost Regulaed Industry Groups SuppoPMCa mer onds BOT Law

By the time Prime Minister David Cameron initiated a policy consultation for a
BOT law in mid2013, many regulated indugigroupsand/or individual firms withithese
industries either privately or publicBupported increasing access to information to lower
their compliance costs. For example, civil socigtgupsknew that theBritishBa nk er s 6
Association(now called UK Financeyvere privately supportivef passing eBOT law
because of itstrong potentiato reduce compliance costsyen though they wanted to
weaken parts ahe proposed billBut BOTwas not a top priorityinthBr i t i sh Banker .
Associationagendaat the time andied to limitedcollaboration with civil society groups
(Interview28,37,40). Nevertheless, many industry groups publicized their preferences by
submitting comments i n tamdedid qaivwelg tobbpnéha t 6 s cCo
government to ado@BOT law.

Public comments on the proposed bill suggested a range of preferenoves fro
regulated industries, particularly about who should have access to the beneficial ownership
information.| summarize these industry group preferences in Tablde AssetBased
Finance Association, the Business Information Providers Association (nefimgseredit
rating agencies), theéolicitors Regulation Authority the Investment Management
AssociationtheAssociation of Company Registration Agerasd theNational Federation
of Property Professionalsll supported an active obligation to updatéoimation in a

central government register with no or few exemptions for any type of corporate entity.
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This groupis mostly comprisedof industries thatustcomply with UK AML rules like

lawyers, real estate agents, and incorporation agents.

Table7: Industry Group Preferences Toward the UK BOT Law (2013)
Public Access Limit Private /
Access GovernmentOnly Access
1 AssetBased Finance 9 British 1 Institute of Chartered
Association Bankers Accountants in England and
1 Business Information Association Wales (ICAEW)
Providers Association 1 Law Society | T Association of Chartered
1 Solicitors Regulation of England Certiied Accountants
Authority and Wales | 1 British Private Equity and
1 Investment Management Venture Capital Association
Association (BVCA)
1 Association of Company 1 Society of Trust and Estate
Registration Agents Practitioners (STEP)
1 National Federation of 1 Alternative Investment
Property Professionals Management Association
(AIMA)Limited

The British Bankersd Association and
a middle ground stance: they opposed a public central register but wanted all information
to be verified and continuously updated, with only an exemption for limited liability
partnerships. Both fall into the regulated industry category, and their specific policy
recommendations reflect cost reduction as their primary motivator with an emphasis on
accurate, accessible information for industry compliance purpgosamtrast, thénstitute
of Chartered Accountants in England and Wales (ICAEW), the Association of Chartered
Certified Accountants, the British Private Equity and Venture Capital Association
(BVCA), the Society of Trust and Estate Practitionensgd theAlternative Investment
Management AssociatiglAIMA) opposed a public central registry

Opposition from alternative investment industries like private equity, hedge funds,

and venture capital associations reflects their exemption from UK AML regulaiahs
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not wanting tcabsorkthe material costs &ML compliance In contrast, opposition from

two main accountancy industry groups despite having to follow UK AML laws suggests
they did notbelievethey would benefit from greater informati@tcess Rather, their
preferencessver e based on the concern that discl os!
illegal or unethical activiesand lead to negative financial and reputational consequences
for individual firms and for the industry overall. The banking and legal industriésein

UK held similar concerns about financial and reputational damages, yet these concerns
were outweighed by theostcuttingbenefits ofgreaterinformation access for themselves.
Lastly, support froncorporatdormation agents, estate agents, and sege bnd financial
industry groups also referenced streamlining access to information for due diligence
purposes. Taken together, the distribution of industry group preferences relative to their
inclusion under UK AML laws largely supports the theory.

In addition, aspite several public consultation comments coming from regulated
industries and firms opposing public central BOT registers, private discussions of the law
demonstrated greater acceptance and willingness to increase access to infennoaiion
legislation Because both UK and EU law required compliance from regulated industries,
greater information access from a centralized government source would reduce their
burden in the long run:

A Een sectors likehe legal sector are much more opermaving these reforms

come in because across the UK's private sgtt@re's a great deal that is regulated

for money laundering purposesd having that data available on who owns

companies in the UK and who owns property andkhnat of thing. People ae all

pretty much bought into the fact that that's that can only be a good thing because it

helps the due diligenclelps thenstay on the right side of regulato& for the

most part we haven't really encountered afiyajor] resistance in the UK
(Interview 28).
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The fact that many regulated private sector actors were willing to support a BOT law from
the start of the consultation period indicates that their policy preferences had already been
shifted due to their inclusion under UK AML lawad mandatd information collection
UK Case Summary

In summary, this series of UK AML refornisfirst initiated by the transnational
response to the 9/11 terror attatkgreatly expanded the number of industries that must
collect client information to meet their ML obligations. These obligations increased
regul ated industriesd costs and minimized t
industry; banksgcorporateformation agents, and casinos alike had to follow AML rules
Having a relatively expansive AMtegime in place prior to the 2010s set the stage for
many regul ated industry groupsd pilndafoer ences
of BOT lawssincet hey had already absorbed the regim
benefit fromconsistentsystematic access to information

The United States Shifting from Narrow to Broader Information Collection Rules
Changes Industry Preferences

Like the UK, the US has grownotorious for facilitatingglobal illicit financial
flows. This negative perceptionmsaintainedoy the role ofstates likeDelaware, Nevada,
Wyoming, and South Dakota wiiermissivdaws that became hubs for anonymous shell
companies and trusts (Tuttle 2020; Michel 2021). However, in contrast to the UK,
legidators in the United States proposed a BOT law in every session of Congress from
2008 to 2020, with the final passage of the Corporate Transparency Act as part of the
annual defense spending bildl occurring in J
Intemati onal tax justice advocates noted the

organi zing and bringing together a Astrange
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Act in the United States, eventually folded into a widéL reform bill entitled the
ILLI CIT CASH Act ultimately included in the defense b#ihaxsor2021).

What these publifacing account®ften overlook though, is why some industry
groups joined the FACT Coalition: tobby for a law that would reduce their information
collection costsd meet their AML obligations, and to allow some industries &hple
costs of information collection onto more industiie®rderto level what they saw as an
uneven playing fieldThrough this case studydemonstrat¢hattheU S &amparatively
narrov AML information collectionrulesimplementedafter 9/11inhibited crosssectoral
coalition building bySenator Carl LevinD-Michigan) and by pro-transparencycivil
society groups through the mieR010s. Fewer industries had to comply with AML
information collection rules and thus had no costlucing incentives to support a BOT
law. The expansion of beneficial ownership information collection rules for banks, credit
unions, and title insuretsy two 2016 regulations produced the intedustry preference
shift necessary fauccessful crossectorakoalition building bycivil societygroups.

Limited Rule Expansion i T e mp 0 Exammptjons to thd?ost9/11 AML Regime

Prior to the early 20, he Bank Secrecy Ac{BSA) of 1970had beet he US©6 s
last major overhaul to its AML regimeThe BSA required financial institutions to keep
records of cash purchases over $10,000 and to report suspicious acélaties to illicit
financeto the government. By the late 199Qsome policymakers thought thitae law
could no longer address contemporary forms of illicit finafidee Senate Permanent
Subcommittee on Investigations (PSI) led a series of inquiries into money laundering and
the use of shell companies to conceal beneficial owners. The first ldndeaning in

November 1999 underscored how private banks made routine use of shell corporations for
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their clients (881). Democratic Senator Carl Levin and staff oR8leontinued to target
money laundering ihearings A February 2001 report and subsequhearings in March
2001 included a section on shell banks and the use of shell companies by offshore banks.
However, theconnection between shell banking, shell corporations, and terrorist
financing did not become apparent until the 9/11 attacks. ijhekbrs accessed money
from both US and foreign bank accounts, relying on money deposited by wire transfers,
cash deposits, and travelersd checks and ATM
by US banksdé existing ANMlg tradffigking andnlargscatte si gned
financial fraud rather than routine financial transactions from abroad. Industry groups had
successfully killed regulations and proposed bills that would have helped banks to identify
the attackerthrough collecting clierinformation and screening higisk customeré the
1990s(Roth, Greenberg, and Wille 2004, 3, Bhis opposition lobbying underscores the
resistance of unregulated industries to greater information collection and dissemination
prior tothe 2000s
The9/11 attacks provided a window of opportunity for Senator Levirhaallies
to push the most substantial AML reforms sinceBIS& (Tsingou 2005; Michel 2021).
The US government responded to the attacks with the passage of the October 2001
PATRIOT Act, which revised and expadedthe USAML regimeto targetthe money
laundering techniques used in terrorist financing. Section 352 wegidre members of
certain industries to implement AML programs including customer due diligence policies,
installing compliance officers, developing employee training programs, and conducting
audits of their overall process. The law thus created amattive obligation for industries

that previouslyhad minimal AML obligations as well as some previously unregulated
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industries to prevent money laundering in the US financial system (Silverman Z621)
final list of industries in the draft Act included:

Federallyinsuredbank thrift or credit union

Private banker

Uninsured commercial bank, trust company or thrift

US branch or agency of a foreign bank

Registered securities broker or dealer

Broker or dealer in securities or commodities

Investment bards

Investment company

Futures commission merchant

Commaodity trading adviser

Commodity pool operator

Casino or gaming establishment

Operator of a credit card system

Business engaged in automobile, airplane and boat sales

Insurance company

Loan or fnance company

Persons involved in real estate closings and settlements

Issuer, redeemer, or cashietof a v eheques,samdney orders or similar instruments
Currency exchange

Licensed sender of money

Any other person engaging as a business in the transmission of funds
Pawnbroker

Dealer in precious metals, stones or jewels

Travel agency

US Postal Service

Telegraph company

Federal, state or local government agency carrying out a duty or poweusihass or
a financial institution

EE R R B - B B B BB B B B B B I ]

This expansive list included more industnexler theAML rules than either theriginal
EU or UK proposals. If adopted as proposeds#regulations would likely have generated
a broad inteindustry consensus for thoconsistent AML standards and for increasing
information sharing across industries to reduce their regulatory burden.

American policymakers encounteredmore favorable policy environment for
reformingthe USAML regimebecauséhe 9/11 attacks occurred US soil. Senator Levin

had suggested increasing information collection requiremengssaution to combat
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money laundering in previous hearings. Expanding AML rules presented itself as a low
cost investment for the US government; by putting the buadeollectinginformation
onto the private sector, outsourcing saved government regulators considiecaidel
andpersonnglesources. I ndustry c onracemtiedinyantiat t he
money laundering legislatiénto require a broadroup of professional service providers
to act as de facto deputies in this campaign( Shaughnessy 2002, 26) .
Bush administration and Congress were ablgedit claimwith the public for enacting a
law that would curtail terrorist financing améduce the likelihoof future attacks.
Finally, information collection compl ement e
regulation rather than more substantive refotha could radically alter the financial
industry These attributesnabledhe PATRIOT Act to contain the largest overhaul to the
US AML regime since thB8SA.

Despite these favorable conditionsnge industry groupsecognizedthem and
pushedackon the geernmenturing the drafting of the PATRIOT At limit its scope
Investigative journalist Casey Michel docunmehintense lobbying by the American
Bankersd Association and Citibank during thi
lobbyists and Cagressional staffers (2021, 98). The banking industry and others then
pivoted toward the regulatory process when they failed to change tht laxclude
themselvesSeveralindustry groupshat opposed the new information collection rules
were able to exapt themselves frorthe AML law in the regulatory proceg$errill and
Breslow 205; Silverman 202). The Bush administration grantegimporary exemptions
for industries that they viewed as less central to combatting terrorist finanangy the

design&ed nonfinancial businesses and professions (DNFBPs) that were included under
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UK law. The Treasury granted a temporary exemption from Section 352 obligations in
April 2002 forbanks and financial institutions that were not federally regulated, investment
companies that are not mutual funds, and individuals involved in real estate transactions
(FInCEN 2002; Silets and Van Cleef 2003).

The PATRI OT Act 6s s c o@eighteealssiomditreedtegal i mi t ed
professionindustry groups and professiomesisociationactively and successfully lobbied
for their exemption prior to its proposal before Congrddsu@ayrede2019. The
American Bar Association did convene a Gate
respond to the ¢oeviemha rolehattadysrsplayancenabliagillicit
finance. Thebar associatiomrgued that requiring due diligence obligas for the legal
profession would negatively impact the integrity of the attowtiegnt relationshipand
vi ol ate cl i en.tAsan alternagiie formtobsetggulation,ahey created a
voluntary good practices guidance to detect and combaty laundering and terrorist
financing, first published in April 2010 and affirmed by theaner i can Bar AssocCi
Conference of Chief Justices in July 2014 (ABA 2010; Conference 2014). The ABA Task
Force recommended that lawyers collect beneficialevsitip information from clients
only after conducting a riskased analysis to determine whether collection is warranted
Yet nofederal rulemakings have attempted to include lawyers under US AML regulations
since the early 2000s.

In summary, many fewer U$dustries were required to comply with AML
information collection rules compared to the UK. Despite the favorable conditions for
overhauling the US AML regime after the 9/11 attacks, industries that had not been

required to comply with the BSA were lalgesuccessful at securing exemptions to the
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AML rules. Banks, credit unions, money service businesses, mutual funds, and insurance
companies became the only major industries required to follow AML rules and collect
client information, while real estate ads, alternative investment managers, lawyers,
highv al ue goods deal er s, and accountants al
Nevertheless, the passage of the PATRIOT Act and subsequent regulatory battle still
supports the several key theoretical propos#iogovernments adopt information
collection rules because they are less costly to implement, conserve government resources,
and are less able to be resisted by targeted industries.
Cost Attribution: AML Costs Increase Rapidlpr Regulatedrinancial Institutions
For theindustries that did not secure exemptions, their costs to develop and to
implement an AML program in line with new regulations increased substantially,
particularly for smaller institutiond.he American Banke@ssociation reported by 260
that AML obligations were the most expensive compliance costs for banks (Tsingou 2005).
Some banks had to build or buy customer identification systems as well as train staff to
implement the new ruleBy 2007, Investment Executive reported that:
Aln North America, [AML] spending has increased by 70% or more. These
increases are far i n excess of banksd own
out its last study in 2004, when respondents on average predicted an increase of
43%. The biggesspending continues to be on transaction monitoring and staff
training costso (2007) .
Banks responded to AML obligations by oveporting potential suspicious transactions
as a defensive strategy to mini miirgCENt hei r r
reported that US financial institutions filed 919,230 SARs, an increase of 37% when

compared to the number of reports filed in 2

did acknowledge that collecting more customer data allowed them to betteratadlor
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personalize their products to customers (Tsingou 2005, 15). Similar outcomes occurred in
the money services business, mutual fund, and insurance indul&idsll under the
PATRIOT Act ruleswho soughtregulatorysolutions from the rapidly growindML
compliance industry (Verhage 201T)ogether these industries absorbed an increasing
financial burden from AML compliance and began to seek solutions to reduce costs.

No Rule Expansion No Cost Attribution, No Preference Shift: Ongoing Opposition
Lobbying from Unregulated Industriesaround AML and BOT Rules

The divergence in industry preferences arotinredbenefits of BObecame more
apparent as the divide grew between industries that had to comply with AML rules and
those that did not during the 2008 early 2010'he absence of Congressional support
for a BOT law in this periogtemmedsomewhatfrom the continued opposition of the
industries that had secured temporary exemptions from the 2001A&awnentioned
previously the American Bar Associah createdh Task Force on Gatekeeper Regulation
and the Professian February 2002 to assess the implications of combatting international
money laundering for the legal profession. The Task Force drafted and published a
Gatekeeper Resolution in 2003 (revised in 2008) toepmpt federal legislation or
regulatory actiorsince they viewed customer due diligera="client unfriendly" and
expensivgTerrill and Breslow 2014436, 441). These concerns, along with the perceived
threats to attorneglient privilege, formed the basis of continued opposition to AML and
BOT reguhtion from the American Bar AssociatioNdqugayrede019.

Although he had little support from other Congressmemberfom industry
groups Senator Levin proposed thecorporation Transparency and Law Enforcement
AssistancdITLEA) Act as a standalor@ll along with Senator Norm Coleman and then

Senator Barack Obanma May 2008.The ITLEA Act would require that all corporations
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and LLCs to report their beneficial owners when filing incorporation documents at the state
level, to update that informatioon a regular basis, and to requa@rporateformation
agents to verify the beneficial ownership information for -kk# corporate owners.
Though the exact details of the bill evolved somewhat over time, Representative Carolyn
Maloney (D-NY) proposed a coessponding House BOT bill every following session of
Congress with Senator Levin until his retirement in 2014.

The core coalition that opposed the ITLEA Aatd subsequent billsrimarily
included national registered agents, state Secretaries of Stat¢heardnerican Bar
Association. Though these actors had worked with the Department of Justice and the
Treasury Departtaneind e rstiinfcye R@ADLHi il e sol uti ons
objectives while minimizing the burden on small busingsses tishgeegd with the state
level approach advanced by Levin (American Bar Association Company Law Meeting,
November 15, 2021) . Al l we r e bacassocamoramde d ab o u-
national registered agents like the CT Corporation weneied hatI TLEA would be the
first step toward obtaining theivholesalecompliance with AML regulationsseeking to
avoid a costly regulatory burdeifhese concerns were primaritgpresentedy the
Secretary of Finance for Delaware, Rick Geisenberger, amdthis e mpt t o pr ot ect
corporate service providers industry from AML regulation as well.

T h e | Tdppoadatsofaced stiff resistance frokdS state Secretaries of State
through the National Association of Secretaries of State (NASS$)Swasconcerned
about the increased administrative burden of collecting beneficial ownership information
without guaranteedinancial and administrative support from the federal governmen

(Interviews 10, 16)Broadly NASSdid not wantthe federal governmeid give the states
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an unfunded mandate to implement new corporate filing systems and necessary staff
training to implementTLEA. Therefore NASS attempted to prempt federal legislain
beforeSe n at o r 20@8anaftbiil. dlsey approached tHgniform Law Commission
(the ULC, a national noiprofit association of lawyers who develop proposals for
standardized US state lawabout draftinga stateevel model BOT lawIn July 2007,
NASS formally requested that the ULC create draft legislation related to beneficial
ownership, partly in responsettte series of PSI investigatioms 2006 anca 2006 GAO
reporton US state incorporation practic&nce finalized, the ULC would encouradke a
50 states to adopt the model bill to harmonize incorporation practices natipnwide
theoretically reducing competition and cutting cosisoss industriesnvolved in
incorporationprocessesr requiring this information for due diligence checks

ULC drafting committees convened in fall 2007 with a variety of dtatel
stakeholders and members of potentially impacted industries, such as lawyers, corporate
service providers, and bankers. They also met with Treasury and Justice Department
officials for input on the model legislation. After several readings, the ULC approved the
draft bill in July 200hatwoul d cover a majority of MAconver
entitieso with 50 or fewer i nterest hol der
information about their beneficial owners, and allow law enforcement to request
information from the responsible individual
provide the beneficial ownership informatidut no st ate ever adopted
law, signaling a lack of statlevel political will andindustry group supporto increase

corporatetransparency
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The ULGS snodel law diddo what its some of its drafters intended: it delayed
Senator L e vi n 6 dederalbitl foroatl laasttaiyean NASE and the ULC
promised policymakers that the ULC model law would address their concerns around
beneficial ownership and streamlineamporation practices across the courmtrg single
law. Yet advocates claimedh e mod e | l aw Adidn'"t even addre
[ and] no state ever even pretended that it v
As a result, Senator Levand his allies rejected h e  Lptofbéesmodel statdaw for
not going far enough in collectingnd sharing beneficial ownershigformation. They
would not change their proposed federal law for this information to be collected and held
by the state &cretaries of State and requiring that it be updated annually or when the
beneficial owner information changed.

In the meantime, the original opponents of ITLEA continued to voice their
disapproval toadditional draftbills through 2014 NASS adopted a selution on the
collection of beneficial ownership information in July 2010 to oppose any and all efforts
to collect this information at the state level. Instead, they supported either a proposal to
have the IRS provide this information to other governragencies or to require financial
institutions to collect it. The National Association of Criminal Defense Lawyers published
statements that strongly opposdiferent versions of ITLEA in October 2009 and
September 2011.

Lobbying disclosure records fromis period suggest thahostly unregulated
industry groupopponents of the bill spent money to lobby against it: Alticon pythe
DeVos family), Koch Companies Public Sector, Hational Venture Capital Association,

the Managed Funds Association, tRaancial Services Forum, CT Corporation, the
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American Bar Associatio@ndthe American Institutef Certified Public Accountants all
lobbied againsproposedBOT bills from 2008 to 2014Kim 2018). All of these industry
groups or individual firmgell under the temporary exemptioftem the PATRIOT Add s
AML rules and sought to avoid the material and reputational costs of complizauteng
anymeaningfuindustry group supporgenato. e vi nés pol i cy entreprene
to beunsuccessful.
As an alternativesome members of the Obama administration proposed collecting
beneficial ownership informatiotiiroughthe IRS rather than the TreasuBeveral high
| evel Obama officials opposed Se prepbsed Levin
BOT bills (although President Obamvasaces ponsor on Levinds origin
to advance their owhill (Interview 2, 3, 15). They argued that their IRS approach would
not increase costs for the state secretaries of state, and ttenagialready familiar with
the tax filing process and would feel more comfortable adding another small step when
filling out their taxes. But this proposalent nowhere amongongressmembers,
government bureaucrats, business interest groups, or coidtg@dvocatesalike for
several reasons. The first is that requesting beneficial ownership information from the IRS
would require a subpoena, which law enforcement officials argued would slow down
investigations. The second is the IRS was underfundedradetstaffed, so they would be
unable to keep up with beneficial ownership information requests. Some Republicans were
also concerned about the use of beneficial ownership information to go after tax fraud as
well if collection was based out of the IR®t@rview 1, 2, 11, 16, 26)
Opposition to the IRS bill existed in conjunction with more widespread business

opposition to the idea of BOT overall. In early 2011, the US banking industry strongly

12



opposed a FATF proposal requiring banks to identify andyére beneficial owners
behind bank accounts (Ball and Bryaow 2011). Delaware deputy Secretary of State
Rick Geisenberger voiced his opposition to a BOT law in response to news coverage about
Del awareds facilitati on o fedsthatbadingrbeneficials hel | C
ownership information in a public database would lead to various abuses (Politico 2013).
The Obama a dopenmGowrnmeattartnensipP)National Plan ahead of

the 2013 G8 summit focusing on tax transparency (WHiteise 2013) generated
opposition from groups like the National Foreign Trade Council without other concurrent
international tax reforms (NFTC 2013). Likewise, a group letter from business groups like
the US Chambers of Commerce and the NFIB, from investgerups likeNational
Venture Capital Associatiorand from unregulated industry groups likee Real Estate
Roundtableand the American Institute of Certified Public Accountantpposed yet
another LevirBOT bill in September 2013. Overall, unregulatedustry groups continued

to actively opposeoth domestic and international proposals for BOT.

Rule Expansion& Cost Attribution: Finalizing the Customer Due Diligenc€CDD)
Rulesand theGeographic Targeting Order@GTOS)

Although a BOT bill was unable to move out of committee in Congress, the Obama
administrationcontinued to work on BOT through the regulatory processT h eOGB S 6 s
National Action Plans included BOT as a key policy to reform in the US in every plan from
September 2011 onward. The administration pivoted to a regulatory rather than a
legislative approacho meet their commitmenfocusing on requiring banks to collect
beneficial ownership information in line with one of the NASS proposals. FINCEN
published aradvanced notice of proposed rulemaking that ran from March to June 2012

that became known as the Customer Due Diligence (CDD) rule. The CDD rule would
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require initial due diligence, understanding the nature of the account, assessing customer
risk, identifying beneficial ownership, and conducting ongoing monitoring for all clients.
This proposed regulation only coedindustries named in the PATRIOT Act, but FinCEN
di d a dat a €&D rudletmay be appropriate for all financial institutions subject to
FINCENOGs r eg (IFa niC&INoth2ronbrés) the€DD rule would expand the
number of activitiesequiring information collectioamong alreadyegulated industries.

Smalland mediurs i zed banks o p pproposaediCDD hule sinteg e as ur y ¢
it would now requirethem to collect beneficial ownership information for new client
accountsOn the other hanthrge banks and major industry associations like The Clearing
House voiced lukewarm public opposition but spent little to lobpgcificallysince many
were already collecting this informatias part of their broadé&tYC measureginterview
3, 17).The banking industry overallid secure some concessions by the timeulewas
finalized in 2016, such asxemping existing accounts andot requiring financial
institutions toverify ownership structure®espite these costducing measuresdustry
commentators recognized the financial impact of the rule and its newement to collect
beneficial o w the colledtion fofobenefecial iownership fnformation is a
significant compliance adjustment for banks not already dom@Adier 2014).Other
industy groupsrecognized the costs as well. The American/sgociation sent letters to
FINCEN in May 2013 and October 2014 asking that they include specific language to
exempt lawyers and law firms from the proposed CDD rule for both privacy andased
reasons even though they were not specifically nametharule.

FINCEN addressed their concerns HWyosing three public hearings with

stakeholders from July to September 2012 and two more public hearings over the next few
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yearsfor input from banks of different sizes across the US, as well as from other interest
groups. At these hearings, batidustryand civil society groups such as Global Financial
Integrity, Global Witness, The Clearing House Association, the Securities In@unstry
Financial Markets Association, the National Money Transmitters Association, and the
Investment Company Institute provided extensive comments to FINCEN. Like previous
written feedback and medaticles one industry attendee acknowledged that coligcti
beneficial ownership information would not be complicated for banks, but it would come
at a cost (5). Another suggested that money services businesses would be disadvantaged as
bad actors moved to less regulated industries to access the US finarteial. Shisese
conversations carried over into industry spaces. At a money laundering compliance
industry conference around this time, members of potenimafigctedndustries discussed
howtheCDD rule wouldincrease the number cbmpliance jobsandincrese f i r ms 6 ¢ o0 st
(Interview 25).These conversatigrcontinued in the leadp to the notice of proposed
rulemaking, with FInCEN hosting both regioaald industryspecific outreach othe CDD
rule in July 2014. The main rulemaking was published in Augud#42énd ran until
October, with a follomup r egul atory i mpact assessment
completed in December 2015.

Nevertheless, through both phases of the CDD rulemaking, members of potentially
impacted industries paid less attention compacedther concurrent rulemakings and
compared to other proposed financial regulations in gehdath industry and civil

society groups understood that beneficial ownership was apldMic salience issue,

5 filndustry reaction has been muted since FinCEN published the final rules, likely stemminigeffact
that the rule has been in development since 2012 and much of the securities ingustrgcispied with
other recently finalized rules that could be even more burdemsdiie Investment Lawyehugust 2016,
18, emphasis addgd
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includingfor policy wonks whacloselyfollow financial regulation. Yetrade associations

also underestimatddh e government 6s commitment :to follc
Al wi || say that the at the time that the
process, it was not garnering a lot oattoré There were a lot of other sort of
more important or higher profile at least rulemakings in the pipeline at that time
that were commanding a lot of people's time and energy. So it was really a niche
rulemaking that, | think, that the transparencygpps car ed about éand
Levinds office cared about. Andibothat was
the financial institutions and the business community were aware of it and sort of
put up very token oppositiondo (Il nterview
Low public issue salience collided with both inteand intraindustry divisions in

policy preferences among financial institutions. Baaikd credit unions are often at each

ot her 6 s t hregolaoryissues becaode thelatter do not have to pay, takésh

inhibits effective lobbyingeven when the two are on the same side for a particular issue

(Interview 1).Intra-industry divisions arose between the lending and wealth management

sides of the banking industry as well, with the latter wanting to resist furtils for

information collection and disclosure for their sensitive clients (Interview 6). Finally, the

benefits that could come from greater information sharing and stronger rules did not align

with how the banking industry usually lobbies on issiéis: not really in their personality

as an industry to go out and ask for mor e

Consequently, between a lack of coheremancial industry group opposition and the

increased policymaker salience driveyy the April 2016 Panama Papers, the US

government finalized the CDD rule in May 2016.
FIinCEN alsoturned to anothenstrumentn its regulatory todtit, the Geographic

Targeting Order (GTO), taddresshe impact oshell companieand illicit financeonreal

estate A GTO is issued by FINCEN to impose additional recordkeeping or reporting

requirements on domestic financial institutions or other businesgbs a specific
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geographic area identified in the ortb@ised on law enfoeenent need. They can be issued

for six months and renewed for another six months on-aeeded basig-inCEN 2015).

Al t hough FinCEN6s authority to issue GTOs
1970, it had not been used extensively to target ma@aedering in real estate.

The first real estate GTO for athsh purchases of residential real estate over a
certain dollar amount threshold in MiadfDade and New York counties went into effect in
January 2016. Title insurers were required to collect andrify the beneficial ownership
information of purchasers with 25 percent or more ownership stake in the property. This
initial GTO has been renewed every six months since Ja@04a6to include53 counties
includingand arounanajor cities across therlited States and to lower the dollar amount
threshold that triggers reporting obligatidns$300,000with the exception of Baltimore
County at $50,000 as @& pril 2023 (FInCEN 2023) The GTO encourages voluntary
reporting of suspicious activities bgal estate brokers, escrow agersdtitle insurance
companiesf they suspect the purchaser is laundering money asAgethore members of
the title insurance industry fell under the GTO rules and were required to report on
additional transactions, the®gulatorycompliance costs also grew.

Cost Attribution and Preference Change: Banking and Title Insurance Indys@roups
Change their Stance

After the Treasury finalized the CDD rule in May 2016, US banking industry
preferences unified in support of @deral BOT law from anticipating its ability to lower
their compliance costs by the end of the summer 2016. The Clearing House published a
letter in August 2016 supporting tinewest version of thEFLEA Act, explicitly stating
t h degislafion could mat&lly assist efforts to combat money laundering and terrorist

financing by providing a more robust source of beneficial ownership inforndatiof 2 ) .
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Lobbyists on both sides of the issue agreed that the banking industry would not have gotten
on board to syport a BOT law without th€DD rule (Interview 7, 9, 26). This evidence

provides support for corporate transparency Jockelated to both the timing and the

rationale for the banking industryobs prefer:

interviews offer additional support ftine timing and justification of their preference shift

|t wa s on

1T i |
ahead of it

y after they felt the pain.
0 (Interview 16).

T AAnd so, that [ the CDdmesoniee®flthe tesistatce nk i s
of senior management [within banks] who

T h

h
S

information because we don't want to give

(Interview 12).

Likewise, residential real estate industry groups affected by the GTO rules began
vocally supporting BOT. The real estate industry continued to be exempt from wholesale
inclusion under US AML regulations, yet the costs of creating and implementing a new
cst omer due diligence program even for a
markets was sufficient to change their preferences. The National Association of Realtors
(NAR) published a letter in February 2018 supporting BO& Senate Judiaig hearing
on beneficial ownership and illicit finance. Members of the American Land Title
Association (ALTA most directly affected by the GTO rules thought they were flawed
and basically useless at preventing real estate money laundering via shell ieesmpan
(Solomont 201§ Yet less than 18 months later, ALTA accepteditmaGTOswere likely
to be expanded and become permanent even if they were unlikely to be effective as written
(Parker 201Y. Thesuccessivepread of the GT&xo over a dozemoremajorUS counties
in the following two years led to a split in preferences between title insurers and residential

real estate groups on one side and commercial real estate interest groups on the other
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(Interview 17).Both opposing and spprtingreal estatgroups lobbied Congressmembers
on successive BOT bills proposed in Congress through 2020 (Kim 2018).

No RuleExpansion No Cost Attribution, No Preference Change: Continued Opposition
from Alternative Investment Industry and the Legal®fessionGroups

However, not all of these regulatory initiatives were succestfitegulated
industries continued from the mRDO0s to the present lobbying to maintain these
exemptions irfurtherrulemakings. Multiple agencies attempted to includeistides like
investment companiefawyers, andeal estate agents under AML rules but faced intense
lobbying, leading the government to drop later pushes to broaden information collection
and reporting requirements (Saul 2015; Cooley and Michel 2021)BERNrpulled back on
following through with a rulemakinthat would haveeviselt he At empor ary exem
in 2004, while the SEC made some changes but eventually withdrew their rulemaking in
2008.The government did not take up adding other industridset\ML regime via the
rulemaking process for nearly a decade.
FinCENdid re-proposean investment advisor rute bring the industry under the
AML regime in August 2015. The rule generated both strong opposition and requests to
modify the rule from indusyr groups and individual firms alike. They challenged the
information collection rules as burdensome, especially for smaller shops, and argued that
the rules could compromise the privacy of their clients. The investment advisor rule was
never finalized, ando industry members supported any proposed BOT laws through 2020.
This failure paralleled the outcome of the PATRIOT Act rulemakings: without a costly
information collection ruleunregulatedndustries had few incentives to support greater
information dssemination.The it e mpor ar vy exemptionso t o t h

rulemakings have extended through the publication of this dissertation.
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US Case Summary

In summary, the adoption of comparatively narrow AML rules by the US
government after 9/1fhat coverednany fewer industries limited potential sources of
industrygroupsupport foraBOT law. Subsequent rulemakings in the R2IA10s extended
AML information collection obligations for a few regulated industries. Once FinCEN
finalized the GT@for title insurers and the CDD rule for banks and credit unions in 2016,
these two key industry groups shifted from opposition to actively supporting a BOT law.
These mndustries sought to lower their compliance costs and to level the playing field
against their rivals.
Canada Delayed Rule Changes, Delayed Industry Preference Changes

Canada is a less wethown money laundering jurisdiction on the global stage but
has sen an increasing volume of illicit financial flows through its natural resources and
real estate sectors. The Canadian approach to developing its AML regime closely follows
international standards and engages in policy learning from other countriesesttiimg
in domestic lawsintegrating FATF recommendations and policy provisions from its
perceived peer countries. tthe Canadian government did not make a formal commitment
to adopting BOT law until its April 2021 budget. Prime Minister Trudeau dex@ed this
commitment to establishing a register from 2025 to 2023 in response to the Russian
invasion of Ukraine, and the Innovation, Science, and Development minister put forward
proposed legislation in March 2023. Through this case ststipwthatbroad information
collection rulesthat shift industry group preferences are necessary but insufficient to
passing corporate transparency laws. Although Canada introduced both broadilasL

in the early 2000s and expanded them to include beneficial skipecollection
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specifically for several industriesn 2014, business support for increasing corporate
transparency did notecessarilyranslate into active lobbying. Adoption requicealition
building from civil society groupand crosssectoral lobbyigto secure legislation.
Rule Expansion Broadening AML Rulesto Follow International Standards

The Canadian AML regime evolved from initial concerns about money laundering
and drug trafficking in the 1990s much like the US and UK. Canada adopted the first round
of major reforms to its AML lavbefore 9/11in June 2000 through thieroceeds of Crime
(Money Laundering)Act. The law specifiedecord keeping and client identification
requirementsfor certain reporting entities and required reporting of suspicious
transactions, which had been voluntary commitmpresiously It also established a wider
range of reporting entities that are required to collect client information compared to the
US, such as the inclusion of DNFBPs like casirnmg,the lawcoveredfewer industries
overall compared to the UK:

Financial institutiongbanks, credit unions)

Life insurance companiesd ife insurance brokers or agents
Legal counsel and legal firms

Securities dealers

Money service businesses

Accountants andccountingfirms

British Columbia notaries

Real estate brokers, sales representativesgdevelopers
Dealers in precious metals and stones

Casinos

=4 =4 =4 -0_45_9_9_°_2°_-2-

Despite some industry resistandes Chrétien governmeanttimately included all of these
industriesunderthe Act. The inclusion of both financial institutions and some DNFBPs
producedgreater inr-industry consensus about the needifgprovedAML compliance

generally, though each industry had its own specific compliance concerns.
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The Chrétiengovernmenthenrevised the 20DActas par t coe$pon€eanadabds
to the 9/11 attacksby expanding itsAML regime to incorporate terrorist financing, with
the renamed Proceeds of Crime (Money Laundering) and Terrorist Financing Act
(PCMLTFA) receiving Royal Assent in December 200he PCMLFTA createdhe
Financial Transactions and Reports Anas i s Centre (FI NTRAC) , C
intelligence unitresponsible for conducting money laundering investigations and required
regulated entities to keep records &mderify client identity (Keith 2018). Lobbying from
impacted industries and oppositifrom Conservative MPs had few references in hearings
prior to its passage; concerns about heavy paperwork burdens and privacy were subsumed
relative to the harms produced by illicit financial flows and terrorist financing. Canada also
sought to upholdt$ obligations to developing international AML norms from the 40
Recommendations outlined by FATF (lafolla 2015689 The PCMLFTAO6s empha
on record collection deemed necessary to prevent, investigate, and prosecute money
laundering aligned with ptihg a comparatively lesser burden on regulated industries and
outsourcing regulatory functions to reduce the burden on government.

Yet not all of these industries readily accepted a new regulatory burden. The
Federation of Law Societies of Canaiahe naional association representing the 14
provinci al and territorial | aw societies a
professiori initiated a legal challenge to their inclusionderthe AML regime in 2002.

The Federation primarily based their claims the violation of confidentiality of the

solicitor-client relationshigpy collecting information to comply with AML obligatiorssd

6 lafolla (2015) further argues that the Canadian bank lobby had been powerful enough to resist AML
obligations first proposed a decade prifis ability to resist weakened over time in the facevaflving
FATF standardend with the benefits aBducing costs vigreater information sharirdpmestically
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protectingthe independence of the legal profession frautsideinfluence. During the
period of their legal challenggawy er s wer e not required to
rules. But thd=ederatiordid encourage Canadian provincial and territorial law societies to
adopt rules prohibiting lawyers from conducting large cash transactions and requiring
client identification, erification, and record keeping measures when lawyers conduct
certain financial transactions on behalf of clients.

The case took over a decade to wind through the court sysiéimthe British
Columbia Supreme Court firstiling in favor of the Federatiom September 201&nd
finding that some parts of the AMilegimewere unconstitutionalThisinitial ruling was
upheld on appeah April 2013. The final ruling by the Canadian Supreme Court in
February 2015 again upheld the ruling that the legislationumnaenstitutional and that
lawyers were exempt from the Canadian AML regime. The -inttastry differences
within the legal profession about whether they should have AML obligations and the inter
industry differences compared to regulated industries becgpparent in subsequent
consultations about a BOT law during the late 2010s discussed further below.

Cost AbsorptionNew Systems, New Costdinus the Legal Profession

Over 2002 and 2003,othesticand foreign banks, credit unions, lif@surance
companies, trust and loan companies, secudtidgivestment counsels money services
businessesand the other DNFBPs listed in the PCMLFTA all had develop systems to start
their AML informationcollection Financial institutions in particait had to creaté&raining

procedures to implement the new collection and reporting requirements, noting the high

up-front costs of compliancel he Canadi an Bankersé Associ

House Committee submission that the costs of the new falantelligence unit and the
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cost to implement compliance systems outweighed the benefits of the few money
launderers that it wouldatch (Beare an8chneider2007, 73)But fas the scope
lawé expanded, ifwas] unlikely that these training programmanuals, or other internal
documents woul d ardacutageadditianal costdlatolia AALI, ¥oD
However, even if previouslyegulated industries would have lower costs if the rules
expandedgreaterinformation sharingacross regutad industriesoffered a meaningful
alternative to cuhigh ongoingcollectioncosts

In the absence of increased informatisimaring between firmso meet these
obligations, financial investigative agencies entered to fill the gap. Schneider (2006) noted
the emergent AML compliance industry in Canada and the growth in the number of firms
in the space and the types of services they pro8dee firms even provided wholesale
solutions, coveringegulatory compliance, staff training, and software for reporting and
ri sk assessment, particularly among the ABig
degrees of specialization from service providers as a result of increasing AML obligations
worldwide generating higher demand for their services. This contemporaneous analysis
underscores the creation and growth of third party industriesld@ave an investment
in cutting the costs of the services they provide with greater transparency.
Rule Expansionand Cost Absorption Revising the PCMLFTAIn 2006, 2014 and 2018

While the Federation initiated its legal challeragelregulatedndustries worked
to complywith the new rulesthe Canadian government continued its slow expansion of
the AML regime. The December 2006 AML amendments in BHREC prioritized
i mproving Canadadés reputation on the gl obal

avoidance as well as money laundering srorist financing. The bill expanded the types
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of transactions and relationships to increase rekeeping, the range of information
disclosed, who in government would receive the information, and the number of reporting
entities. This bill did incluce lawyers, though theglsochallenged their inclusion in the
courts (Ryder 2012 131). The expansion of information collection obligatiofs
additional firm activitiedurther underscoredhe benefits of greater information sharing
among regulated indtrges.

The most significant shift that increased policymaking momentum on a BOT law
came from further updates to the PCMLFTA passed in July 2014. The revised Act extended
the AML rules further to include virtual currency dealers and foreign money services
businesses as reporting entities (Zaman 2018). This change increased the number of
industry groups that would be in favor of greater information shdfimghermorethe Act
now requiredfirms to collect beneficial ownership information as well as a requent
for financial institutions, securities dealers, life insura@ee money services businesses
to collect beneficial ownership information for corporations, trusts and other entities and
take reasonable measures to confirm the accuracy of information colleegatment of
Finance 201819). These changesere analogus to the US CDD rule arsblidified the
preferences of this narrower groofindustriesn favor of greater corporate transparency.
Other reporting entities, such as real estate brokers and developers, accountants, and
precious goods dealers, did notvearequirements to determine and record beneficial
ownership. Seeing the potential to make claims about lowering regulatory costs,
Transparency Internation@lanada suggested that tlubligation would be costly and

burdensome to all reporting entitiestive absence of an accessible BOT registry (2016).
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After this change, regulated industry growgisorbedadditionalcosts Canadian
bankdfelt the heat from regulators by the ’2610sfrom bothincreasing compliance costs
andhaving to changtheir busines strategies. ThRoyal Bank of Canadaulled out of its
wealthmanagement business in Latin America and the Caribtbearto multiple AML
probes (Trichur and MacDonald 201%jinancial institutions and regulated industries
sought out thirgparty solutionssuch as a major Canadian bank workagn & Company
to overhaul its KYC proceduréBleinrich et al2015) New obligations created an impetus
to revise internal systems to comply WML rules while minimizing costs.

The 2016 Panama Papers leaks led ta seri es of articles
i nvol vement in gl obal il icit financi al flo
willingness to commit to passing a BOT law initially. Over a year after the leaks, the
Liberal Finance MinisteBill Morneau cotinued to claim that provincial issues inhibit
Canadads abil it yBebabyg20l&)dTbgsd corwers&ions bebaa vo sh(ft
over the next six monthB8y December 2017, Canadads Financ
agreement to pursue legislative amendismémfederal, provincial and territorial corporate
statutes to ensure corporations hold accurate and up to date information on beneficial
owners that will be available to law enforcement, tax and other authoyigeslorneau
did not announce a consultat for a BOT law to follow up on this commitment; instead,
heannounced consultation for revising the PCMLTFA in February 2018.

Consultation comments and hearing testimamjuenced the June 2018 draft
PCMLTFA regulations. The final regulations adopted in July 2019 required all reporting
entities to keep upo-date information regarding the identity of all beneficial ownleus,

the creation of a BOT register was not ud#d (Keith 2018 Other pressures continued to
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mount. June 2019 amendments to@anada Business Corporations Aame into effect

and required companies themselves to maintain private register of persons with significant
control. Additional PCMLTFA ameiments that came into effectdnne 202Imandated

that more regulated entities, such as real estate brokers and accountants, were required to
start collecting beneficial ownership information as part of AMLCFT amendments.
Together these regulations redddtke majority of the remaining intardustry preference
divisions around the benefits of a BOT law.

To summarize, during the 2000s and 2010s the Canadian government slowly
amended and expanded its AML information collection rules. The originaBibktaw
covered more industries compared to tHe, but fewer industries compared to the UK.
These regulated industries referenced the high costs of complianteegnadwth of the
third party compliance industry to assist them with meeting those obligaiahg. was
not until 2014 that the Canadigovernment mandatecbllecting beneficial ownership
information across many industries. Therefore, while regulated Canadian industries were
primed to support greater transparency to lower compliance costsdugtrin groups
organized themselves to lobby in favor of BOT during this period. But the 2014 and
subsequen2018amendments change set the stage for regulated industry groups to come
out in favor of both provincial and fedetialvel BOT laws in the secordhlf of the 2010s.
Preference Shift: Leveraging Industry Support for Provincial and Federal BOT Laws

The evolution of these AML requirements from 201£2048is mirrored by the
preference shifts among regulated industry groups around a BORidhe sart of the
PCMLTFA revisionsconsultationin February2018 the Department of Finaneeguedn

favor of a BOT law with a registry and clear standards for collecting, reporting, and
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verifying informatian. The preferencearticulatedin consultation esponses to the 2018
PMLCTFA consultation from industry groups largely mapped onto whether they were
regulated entities and whether they had to collect beneficial ownership information as part
of their due diligencésee Table). For instance,lte Canadia Bar Association opposed
inclusion under AML regime and further information gathelimdine with the outcome

of the 2015 Supreme Court ca3de Canadian Real Estate Associatigppose a BOT

register specificallyciting high compliancecosts.

Table8: Industry Group Preferences TowaedCanadiarBOT LawZ018
_ Limit Private /
Public Access Government
Access
Only Access
 Canadian Credit Union Associatiq § Chartered 1 Canadian
 Canadian Life and Health Professional Real Estate
Insurance Association Accountants Canada| Association
i Federation of Law Societies of 1 Portfolio
Canada Management
f Investment Industry Association ¢ Association of
Canada Canada
f The Canadian Money Services | Private Capital
Business Association Markets Association

In contrast, theCanadian Credit Union Associatio@anadian Life and Health
Insurance Associatigrthe Federation of Law Societies of Canattavestment Industry
Association of Canadaand he Canadian Money Services Business Associadibn
strongly supported a BOT register. The opinion€hértered Professional Accountants
Canad, the Portfolio Management Association of Canada, and the Private Capital Markets
Association of Canada were more mixed. The first agreed that Canada shaeld ha
registry, but who should have access and how many entities it should cover under question.
The latter two sought more consultation on the subject but generally supported greater

corporate transparency.
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Costrelatedargumens appeared in severabnsutationresponses from regulated
industries from April to June 2018 and reflected their material interéses.Portfolio
Managers Association of Canada stated that they wanted a standardized, centralized online
database of accessilileneficial ownershim f or mat i on At o reduce regu
to i mprove AMNML The Egnadian Credg &niorf Association comment
highlighted reducing inefficiencies and duplication, as well as the benefits of consistent,
verified, and accurate data (8oth respaoses reflect how AML regulated industries
recognized the burdens of information collection and the benefits of information
dissemination to lower their compliance costs, along with the reputational concerns.

The Department of Finance held a follayw consitation in early 2020 specifically
about strengthening BOT in Canada through legislatimwever,the responses for this
consultation were only made available in summary form rather thawlivydual comment
like the 2018 AML consultation. Additionalfanadab6s access to infor
allows citizens to file requests. | provided my request for the consultation responses to a
Canadian colleague for submission, but the government still has not responded to the
request as afune2023(see Appendix A Subsequent direct email conversations with the
relevant government employees were also unsuccessful at obtaining the comments.
Nevertheless, many interest groups publish their response letters to consultations online as
a form of evidence of their actties and of creditlaiming for their successes.

Of the comments | was able to access, they provide additional evidence of industry
groupbés <changing their preferences in resp:
Chartered Professional Accountantsn@da changed their positiaa now favorpublic

access of some information, with full access for law enforcement and regulated entities in
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its response to the governmentodés 2020 cons:
benefits of greater transparerinylowering their compliance costs with AMaws
AThe CPA profession is also aware that it
entities to verify the identity of the beneficial owners where applicable, starting as
soon as next year, based on recenthppsed amendments to AML regulations. In
that respect, our members would benefit from having access as reporting entities to
beneficial ownership informationbif 1t we
In contrast, the Federation of Law Societ s o f Canadab6s position 1
between the 2018 and 2020 consultatonsi The Feder ati on i s on r e
public registry (or r 8)grhesFederatiers(in contfasttben ef i c i &
Canadian Bar Association) apprbad supportingBOT as a wayfor the profession to
avoid having to comainder Canadian AML legislatiorf the law was written in a way
that would respect the 2015 Supreme Court decidiba Canadian Bar Association did
not publish its consultation resp@nan its website, but interview evidence suggests they
did not change their position about their inclusion under the AML regime or BOT in that
period. Similarly, although the Canadian Real Estate Association did not post its comment
for the 2020 consultain, a May 2019 post supported the creation of a publicly accessible
BOT registelin contrast tahar strongopposition in the 2018 PCMLTFA consultation
Canadian Case Summary
To review, the development of the Canadian AML regime exemplifissrias
gradualrule expansions increasing industry support over the 20I0sr inclusion of
several key DNFBPainder information collection rules the early 2000s reforms
expanded theaumber ofindustrygroups that wouldhave the material incentives tavor

greater corporate transparency. The 2014 amendments divided this group between those

that were required to collect and verify beneficial owner information as part of their AML
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obligations and those who were not. After these amendments, all ingumips under the
BO requirement supported the passage of a BOT law. Extensions of these obligations in
2018 and 20190 include accountants and other industries caused their preferences to shift
toward supporting &derallevel BOT law as well. Each expaion of the information
collection rules to more industries and/or more activiiiesreased the number of business
interest groups in the ptoansparency coalition to reduce their compliance costs.
Australia: Stalled Information Collection Rules Limit Industry Group Support

Australia has increasingly been recognized as a key regional hub for money
launderingacrosssoutheasfsia, particularly from China and Malaysend often with the
use of anonymous shell compani@&harman 2017, 42). Australian policymakeaifso
initiateda major overhaul of their AML regime in response to ¥fd to the international
recommendations laid out llge FATF. But the government did not pass its mAinti-
Money Laundering/CounteFerraism Financing(AMLCTF) reform legislationuntil
December 2005, electing to phase in AML information collection rulekefpmdustries
across two stages. Like the UBdustry groupsovered by the second stage were able to
secure what were intended te temporary exemptions during the global financial crisis
that have continued througBune 2023. Successive attempts to amend the AML
information collection rules broadened and deepened these obligatiortbefdew
regulated industries but left the unré&gad industries untouched. Through this case study,
| demonstratéhatthese failureso expand AML information collection rulésin contrast
to the UK, the US, and Canada has inhibited the passage of a BOT law in Australia. While

someregulated indusies have publicly stated their support for a BOT law, they have
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engaged in little active lobbying to support policy change and thus have been unable to
overcome opposition from unregulated indugjroups
Limited Rule Expansion Passingthe Tranche | Refams after 9/11

Historically Australia has lagged on money laundering and illicit finance issues
relative to othedevelopeddemocracies. fiior to 9/11 Australiabdés main
money laundering were th@nancial Transactions Reports Act 1988d theCriminal
Code Act 1995which mandated some financial reporting, criminalized money laundering,
and created thAustralian Transaction Reports aAdalysis Centre (AUSTRAC)The
9/11 attacks catalyzed the Liberal coalition government under Prime Minister Howard to
amend and overhaul its approach to AML/CTF through a package of laws proposed in
March 2002. The first key piece included tReoceeds ofCrime Act 2002 which
established a means to confiscate criminal finances and to use those finances to benefit the
community, while theSuppression of the Financing of Terrorism Act 2@32ablished
terrorist financing as a crime, required cash dealersport suspicious transactions, and
allowed AUSTRAC to share suspicious financial transaction reports with foreign
authorities. But Australia did not adopt any requirements for financial institutions to
conduct customer due diligence measures to idengfyeficial owners in these bills
(Goldbarscht 2017, 139).

This prioritization of terrorist financing over money laundering led to a
comparatively poor FATF mutual evaluation for Australia in 2003, criticizing Australia for
the limited range of institutionsovered byits AML legislation(Ross and Hannan 2007,
141). The Howard government attempted to rectify its poor evaluation by pivoting to

money laundering exclusively in subsequent legislation. In December 2005, the
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government released a draft bill andiated a consultation on AML/CH revisions that

targetedthe financial sector, the gambling sectand bullion dealersThe Australian
Bankersd Association cautioned the gover nme:l
costly burden that would not meis regulatory objectives (Sathye 20348). This draft

raisedconcerns fronthe legal sectoas wellabout not wanting to be included under the

rulesdue to high compliance costseven though they were not specifically named in the

legislationi as wdl as client privacy issugdaw Council 2023)

The government continued to solicit and to incorporate feedback on the bill through
2006. In April, the Senate Legal and Constitutional Legislation Committee published a
report of their conclusions from the consultation feedback on AMLCTF bill before
relesing a revised draft bill in June for further commefisancial institutionsalready
recognized that the proposed bill would expand information collescbbgationsfor them
w h i hoeexgand[ing] access to available databases for identity verifiqatigpose®
highlighting their recognition ofthe benefits of greater information sharing to reduce
their regulatory costd.aw Reform Commission 2010Pngoing privacy concerns from
several industry commenters led the Committee to recommend an indeperidaay
Impact Assessmeiats well which was conducted and released in September.

Passage followed shortly afterwardsfinal version of thedraft bill was presented
before the House of Representatives for hearings and discussion in November, with
Trande | of the AML/CFT Act passing in December 2006e Tranche teformrequired
customer due diligence Hyanks and other financial institutions, insurance companies,
securities and investment companies, gambling service providers, bullion dealers and

providers of alternative remittance servic€asinos, bullion dealers, and solicitors only
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had to report suspicious cash transactions over $10,000, and it required some reporting if
an actor pr ovi de slikedorming & corpayate antigsdkfiredhy the ¢ e 0
Act. These changes put the Australian AML regime on par with its Canadian counterparts
in terms of the scope of industries atiént activities covered.
Cost AbsorptionRegulatedndustries Implement the Tranche | Reforms

Australian sholars, businesses, and government officials alike knew implementing
the new AML regime would be costlResearchers at the tintef the bill s
c onc |l udmredewtANlarégime will impose substantial costs on Australia's financial
sectod ( Rmdd$Hannan 2007, 1473athye (2008) estimated thempliance cosbf the
Australian AML regime after the 2006 Aataroundl.02 billionAustralian dollardor the
banking industryalone in 2007, or about$50 per capita KPMG surveys of AML
compliance priessionals worldwide (including Australia) in 2004, 2007, 2011, and 2014
al | noted AML compliance costs ouKPMG@ci ng
2014,7). These costs largely come from transaction monitoring, reviewing and updating
KYC processesand staffing (16)The Australiarcompliance industry expandemprovide
services taegulated actoro meet theiromplianceobligationslike their counterparts in
the UK, US, and Canad&aken together, Australian regulated industries experienced the
same costutting incentives as their Anglophone counterpattgt made greater
information sharin@ppealing.
Limited Rule Expansion Failure of Tranche I, But Extensiors for Tranche |

The 2006 Actintended tophase inKYCand CDD obligati ons
industries includingeal estate agents, dealers in precious metals and precious stones and

a range of notfinancial transactiosm conductedby accountants, lawyers and trust and
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company service provider§ranche Il wa to take effect in 2008. Buh iAugust 2008,
AUSTRAC adopteda revised AML rule that exempted legal practitioners fraimese
obligationsafter theLaw Council lobleed againsttheir inclusion. This exemption was
confirmed andextendedyy the Rudd governméagainin November 2009Similar to the
US case, i ntense | obbying by a subset of I n
from AML rules that has persisted ofJune2023 Frustrated by this setback, civil society
groups continuetb pressuréhe gowernmento enacttheTranche Il reforms through 2010
TheGillard government respondea July 201Qthat they would pause the process until the
end of the global financial crisis and resumgplementing Tranche lin mid-2011
(Goldbarsch2022) Rather tlan the financial crisis increasing thablicissuesalience of
tax evasion and avoidance issues and spilling over to issues of corporate secrecy and money
laundering, the government leveraged the crisis to aaiidg

The government eventually picked up AML issues again through regulation rather
than legslation In May 2013AUSTRAC released a discussion pajeseekviews on the
need for changes to AustralialsML/CTF and CDD regimesA year of industry
consultation ensued, culminating in several amendments that came into force in June 2014.
These chages were enacted by legislative instrument, which allows government agencies
to set regulations and policies in accordance with the bill under which this authority is
delegated. These rules now requitieat Tranche | reporting entities to identify and ixer
not just their customers, but any beneficial owners of a customer (including companies,
trusts, partnerships, and several other types of entities). Furthermore, it required
consideration of beneficial ownssemesthndm as par

implement reasonable measures to keep this information updated. Like their counterparts
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in the USand Canadgahis beneficial ownership requirement firmly shifted the preferences
of regulatedndustriesoward supporting a BOT law.
These chagesdid not prevent Australia from receiving another poor FATF mutual
evaluation in April 2015which highlighted the lack of coverage of DNFBPs under its
AML regime. In response, thParliamentary Joint Committee on Law Enforcement
suggested certain ndimancial industries should be includedderAu st r al i aés AML |
but only after conducting aostsbenefits analysis in &eptember 201%eport Their
recommendations became the focal point for ensuing hearings and consultations from
AUSTRAC, Treasury, Hme Affairs, and Parliament. Still, unregulated industries
remained successful at lobbying for the continued pause on the Tranche Il refihms
during and after the global financial crisiet asTranche | reporting entities saw their
obligations broaderthis difference deependide interindustry preferencdivision. These
riftslikeyunder mi ned policymakersé efforts in the
Additional AML/CFT revisions had been in progress prior to the release of the
PanamaPaperdn response to the FATF mutual evaluation arete publicizedafterthe
leaks.As an immediate response, Prime Minister Malcolm Turnbull promised that his
governmentwould create a public BOT registerthe coming yeard he Attorney General
published &tatutory reviewof the AML/CFT regime irApril 2016 reviewing options for
the inclusion of casinos, lawyers, accountants, real estate agents, dealers in precious stones
and metals, trust and company service providersder AML laws. This review
complementedwo parallelconsultatims from theAttorney Generabn adding real estate
to Austr al i anr$&omAdve Affaisaninaiueing DNFBPs under the AML

regime, botlpublished in November 201Bdustry and civil sdety groups alike expected
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the government to fepen discussion of implementing Tranche Il in 2017 tanfihally
pass legislatioin which did not come to pass.

Limited Cost Absorption and~ew Preference Shifts AML Exemptions StymiéBroad
Industry Group Support and Lobbyingor a BOT Law

The Treasurylid publisha consultation about increasing the beneficial ownership
of companies ifrebruary 20170 keepPM T u r n b u | | .dndustry groupiespenses
to the consultation had greater variation and seyporters of a public BOT register
outside of regulated industriesn overview of the variation in preferences by key industry
groups is provided in Tabl®. These inteindustry divides mostly fall along the

(un)regulated divide, with the exception bétLaw Council of Australia.

Table9: Industry Group Preferences Towagsh AustralianBOT LawZ017)
. . Private /
Public Access Limit Access GovernmentOnly Access
9 Law Council of 9 Institute of Public | § Chartered Accountants
Australia Accountants (IPA) Australia and New Zealand
9 Australian Bankers' 1 National Real Estate
Association Inc Association
1 Australian Financial 1 The Real Estate Institute of
Markets Association Australia

Interestingly, the_aw Council of Australia realized what US banking industry groups did
not prior to the CDD rule: having accestmeficial ownershimformation would make
their( and f i nanci alkasier,reading thent to advwosafe)for g aeidrel
public BOT databaseSupporting a BOT lavikely wasa way to appease the government
for their continued opposition to extendiAlyIL rules to lawyersas well

The Australian Bankers' Association supported a verified central register with
public access by fee, wheas the Australian Financial Markets Association representing a
range of banks, securities, fund managers, industry service providers sujpmEtedl,

free public BOT registein contrast, thénstitute of Public Accountants (IPAyeferred a
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registy with government access now and public access later, @hdetered Accountants
Australia and New Zealarglipported a central registry with governmenly access and
information verification. Finally, the National Real Estate Association and the Rizdié E
Institute of Australia both opposed the BOT register but preferred a privaté three
government were to adopt an€heir focus was on maintaining their exclusion from
Australiabds AML | awthe berefits of grehter informatigharmgvl e d g e
andregulatoryharmonization.

Yet resistance both within and outside of government remained high and led to a
backandforth stancefrom successivggovernmerg after the consultation concluddd
May 2017, thenead of theAustralian Tax Office wggested thaadoptingBOT register
would be a waste ofjovernmenttime and resourcesluring Senate hearing¥et in
December 2017, the governmgniblicly recommitted to theipromise of creatin®dOT
register. After the election ofrimne Minister Scott Marison in August 2018his
governmentignorett he Tur nbul previpus coenmitmerd: mrebduary 2019,
the Treasurgtatedthey had never committed to a register dedpitdingtheconsultation
two yearsprior and making public promises to tbentrary(Remeikis2019) Opposition
lobbying primarily from the real estate sector and law firms continued throughout this
period,with FATF suspenahigi t s revi ew of Australiabds AML
Thecoronavirus pandemiextended this legislate pause for over a year.

The lack of policy consensus remained as policymakers returned to discussing
AML issues. Rporting bythe Australian Financial ReviewndRegulation Asian spring
2021suggested that botheMorrison government and Treasurypdetment were not open

to adoptinga BOT law, with prominentLiberal PartySenator Jane Hume reportedly
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refusng to back the registgiGrigg 2021;Chakraborty2021) De s pi t e t he govern
opposition, members of the Australian Parliament recognizedaAlisira 6 s f ai |l ur e t
a BOT law and sought to generate momentum around the stalled AML reforms of the late
2010s. In March 2022, theegal and Constitutional Affairs References Commifiteished
conducting public hearings about the AML/CTF regime, drel $enate AML Inquiry
reportrecommendedccelerating the consultation with stakeholders on implementation of
Tranche Il and the implementation of a beneficial ownership register.

The fallout from the Senate AML report continued through springsameimer
2022, repeating the same arguments made by unregulated professions in the US, UK, and
Canada prior to their i nclusion under their-r
from theSydney Morning Herald ot e d ¢ o n Australia's Law Soaiety, the Rea
Estate Institute of Australia, and accounting bodies about the increased regulatory burden
suchantmoney | aundering | aws woul d i nipbse, and
industry groupsthat wouldbeincluded under Tranche téforms The Treasury initiated a
second BOTconsultation in November 2022 around developing and implementing a
beneficial ownership registry as well as expanding AML requirements to lawyers,
accountants, and real estafe. of May 2023, the government has neither published the
results of that consultation nor the comments submi@éthe groups that have published
their submissions on their websites, s@me preferencearticulated by (un)regulated
industry groups tthe 2017consultation largely remain. The Law Council of Australia still
opposea public BOT r e gvesiriclesive ancaunmecessarity heaty i s i
handed (T&e) Institute of Public Accountants echoes a similar viewcontrast, the

Australian Finanad | Mar ket s As s o c ithe teal menefit arsingriromathen e d t h ¢
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Register will be to entities that are reporting entities for the purposes of the AML/CTF Act
and Rules to more easily comply with their obligations and therefore, assist in the
frustration of serious financial crinie (L@ their counterparts in the UK, US, and
Canadaregulated industry groups have made arguments related to lowering compliance
costs, whereas unregulated industry grougge madearguments related to privacy and
proportionality. These concerns are primarily based on material compliance costs first, then
their anticipated reputational costs.
Australia Case Summary

In summary, the Australian case underscorea¢cessityf information collection
rules in shaping idustry preferences toward corporate transparency laustraliastill
has not included lawyers, accountants, corporate service providers, or real estate agents
under its AML laws (Sharman 2017)Jhe absencef an AML information collection
requiremenffor these industriesinderminegheir support for greater dissemination via
transparenclawsi thougha fewindustry groups in recent years view information sharing
initiated and led by the government as a means to avoid information collectianfirst
place. Industries that must comply with these obligations and would benefit from greater
information dissemination have been unsuccessful at achieving their preferences through
the policymaking procesand have not engaged in intense lobbyiikg unregulated
industry opponents havénter-industry disunitycan underminethe lobbying efforts of
supportive industrie§Young and Pagliari 2017; Chalmers 2020), leading to adaptation
rather than confrontation (Paster 2018).

Discussion
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Thefour casegliscussed in this chapter provide evidence to support thetcp:
of corporate transparency loakby examininghe evolution oAML reformsthrough the
2000sand 2010sIndustry groups support increasing corporate transparandpeek
legislaton largely after they are required to collect information they otherwise would not
collect. Countries that adopted more expansive AML information collection rules passed
corporate transparency laws earlier than others (the United Kingdom). Countries that
expanded these information collection rules in the 2010s experienced a preference shift
among industry groupis favor of corporate transparency lafs groups that hadew
obligationsor that now hadtb collect information on additional activitié@e United States
and Canada). Countries that adopted naeopwformation collection rulesdid not
experience an industry preference shiétiling to garner active industry support and
strugglng to adopt corporate transparency laws (Australia).

Taken together, this chaptéustrateshowii AML advocate states
pushed the AML regime to a seemingly ever broader and deeper application, often over the
objections of the regulated grodgp®Nanceand Tsingow202Q 2). These advocates have
been ablgo adopt BOT laws in some countrieecause thesearlierreforms prioritized
the expansion of information collection rules. These rules present a lower burden compared
to Ahar do rthegdelbgation af costly actividies from the government to
industry, both of which are harder for industry groups to oppodastry groups were then
willing and able to ally with civil society groups publicly support BOTawsaspart of a
crosssectaal protransparency coalition discussed further in Chapter 6.

This chapter primarily contributes tthe newer political economy literature

outlining the conditions under which business pre$tnonger regulation, focusing on the
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industry rather than thigem level (Woll 2008, Gjglberg 2011, Kinderman 2016, Plouffe
2017, Atikcan and Chalmers 201%enovese and Tvinnereim 2019; Moehlecke 2019;
Chalmers and Young 2020; Kennard 2020; Kinderman 2020; PerimanE028s 2021,
Réeper 2021; Van Den Broek 202¥gckling and Trachtman 2022). | underscore the
importance of domestic regulation in shaping business preferences dgspiiag
international pressures froevolving standards and norms. Moreover, few researchers
have focused on businegsr o u p s 6 ncy praferenqgesdespite the fact that
information collection and sharingles have increased exponentialbyer the last two
decadesWith transparency often being a central pillar underlying ESG initiativis,
theory offers an explanatiowhy supply clin, social media,and related corporate
transparency reforms have succeeded in some @sasand countries but not others.
Importantly, | argue corporate transparency fotkccurs when firms are forced to collect
information they otherwise would not gather since increasing information dissemination
reduces collection and verification costshie tong run. Firms that collect information as
the core part of their business model, on the other haag not respond in the same
manner; greater information sharing with other poses a financial threat (Newman 2010).
The second main contribution of thikapter complicates the role of exogenous
shocks in shaping policy outcomes, particularly for financial regulaefi and Prakash
2004 Moschella and Tsingou 201Bastner 20131 Exogenous shocks are theorized not
only to increas@ublic issuesalienceabout the issue under examination, but also to change
the preferences and strategies of actors in response to thdspootect their reputations
and to achieve their policy preferences. This chapter argues that business preferences

toward financial rgulations like corporate transparency laws generally shift not in
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response to the reputational threats generated by a crisis, but in response to the domestic
material incentives and benefits tleah be obtainedia access to information.

However, variatia in the timing of the adoption of BOT laws among these four
countries is only partially explained by the difference in the breadth of industries covered
by information collection rules among them. Policy support from key industry groups is a
necessary bunsufficient factor; the presence of robust civil society and advocacy groups
who coordinate prdransparency campaigns are also necessary to achieving policy change.
The next chapter examines the rolecofil society groupsas policy entrepreneurs who

galvanized the préransparency coalition to secure greater corporate transparency.
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Chapter 6Policy Entrepreneurship around Corporate Transparency Laws

Following from Chapter 5 this chapter aims to provide qualitative evidence for the
second stagef corporate transparency loak in the United Kingdom, the United States,
Canada, and Australia. | trace the policymaking process a®0idaws since the mid
2000s as parallel demonstrations of the same causal process occurring in different contexts,
focusing on the activities ofcivil society groupsengaging in policy entrepreneurship
around AML and tax transparendgsues | leverage both crossase and withitase
variation todemonstrate thativil society groupsengaging in policyentrepreneurship
actvities to advocatedor corporate transparendyonce theysecurd supportfrom and
coordinationwith regulatedndustry groups are necessary fahe adoption otorporate
transparency | aws. These policy entrepreneur
crosssectoral coalitionstha p p e a | to policymaker shavalesi re f
greaterinfluenceoverthe policymaking process. In countries whernél society groups
fail to cultivate a crossectoral coalition with industry support, advocacy efforts to pass
corporate transparency laws are unsuccessful.

This chapter begins by reviewing the policy entrepreneurship hypotheses and key
causal processbservations, then follows with the case stugiresentedh the same order
as Chapter 5. In the United Kingdom, tii@sed members of the global Financial
Transparency Coalition (FTC) recognized the opportunity to advocate around BOT
becauseat garneredsame industry backing to signal to the government that they would
have broad support for reforamd could be coupled with the more publicly salient AEOI
and CBCR tax transparency initiativeslthough these UKbasedcivil society groups

created an informalkoalition, the high degree of information exchange, strategy
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coordination, and coalition buildingncluded regulated industry groupginforced
policymakerconsensus around BOT and its adoption. In the United States, the Financial
Accountability and Corpota Transparency (FACT) Coalition formed in the early 2010s
and initially struggled to be effective policy entrepreneurs around BOT. Their issue
framing andstrategizingfailed to expand their coalition beyond HKgtning interest
groups along wit ongoing industry group oppositiarAfter FINnCEN finalized the GT®

and CDD rules in 2016, FACT was able to leverage support from banking and title
insurance industry groups as the basis for further @estworal coalition building and to
convince policymakersfahe practical and political feasibility of BOT.

In Canada, few civil society groups conducted dedic&®d advocacy during the
early 2010s, inhibiting the development of an initial coalition of likeminded interest groups
in contrast to the UK and theSJThe formation of the #endsnowwashing coalition in late
2016 in the aftermath of the Panama Papers coalesced natiwhlsociety groupgo
engage in issue framingstrategy coordinationand gaining access to key Canadian
policymakers, butthey also were able to bringn some industry and professional
associationghat suppored BOT to convince policymakers to adopt the law. Finally,
althoughthe national chapters dfransparency International and Publish What You Pay
haveengaged irsomeBOT entrepreneurshim Australia, neither have taken on the role
of policy entrepreneur to galvanize an (in)formal cresstoral coalition to advocate fibr
Their coalition remains small and comprised primarilprfgressiveivil societygroups.

The comination of limited industry support and the absence of a @est®ral coalition

explains why the Australian government has not adopted alB®@Bs ofJune2023 |
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conclude this chapter by discussing its implications for the policy entrepreneurship,
bushess power, and institutions literatures in international political economy.
Reviewing Hypotheses and Key Causal Process Observations

This chapter evaluatesriationin the efficacy opolicy entrepreneurshigctivities
among civil society groupm chameling industry support for corporate transparency to
explain the adoption of BOT laws both across cases and over time. | start with the
proposition that somaterest groups engage in policy entrepreneurghigchieve their
preferences: in this instancthey invest theitime, personnel, and resources over an
extended periodb securea corporate transparendgw (Sell and Prakash 2004; Kastner
2017) These interest groups engage in three key patterns of dctefmaming issues,
coordinating strategyand building coalitionsi to drive forward innovative policy
proposals (Capano and Gallanti 201Bptrepreneurial civil society groups can build
coalitions in multiple ways, from working wigimilar civil society groups in their field to
extending outrezh to religious organizations, business groups, professional associations,
and othesthat are outside of their usual allies in seeking policy influence.

A key preconditionof civil society groupsbeing able to build crossectoral
coalitions beyondheir usual alliesthough is preference alignment amotigesediverse
interest groups. Reframing issues oftensfdad attract industry groups into becoming
memberof a civil society coalitiorsince industry groups are concerned primarily with the
material impacts of proposed polici€3oalition outreach efforts are unsuccessful when
interest groups do not share preferenthsreforecivil society groupganengage in issue
reframing andcoalition outreachtoward industry groupsbhut find limited successntil

regul ated industri es 6innespansedorthe materia benefits df t
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increasing access to informatidholicymakersare more likely teendorse and enact the
preferances of crossectoral coalitions since they signal broad support for policy change.

These propositions translate to the followingpotheses outlined in Table 10.

Tablel10: Evaluating Variation in BOT Adoption
Dependent | Independent

Variable Variables Hypotheses Data
Corporate |Business 1 After the industry preference Law & regulation
transparency| corporate shift, civil society groups act| texts
law adoption| transparency as policy entrepreneurs by | Lobbying
(Chapter 6) |preferences allying withaligned industry | disclosures

actors to expand the Public
Civil society supporting coalition. The consultation
group policy groups act as policy comments

entrepreneurshig entrepreneurs rather than | Media reporting
regulated firms and industry | Contemporary
associations. academic articles

1 Civil society and aligned Government arul
industry groups exchange | NGO reports
information and coordinate |Legislative
strategy through an adwacy | testimony
coalition, such as contacting| Hite interviews
legislators, developing
messaging and framing
strategies, and related
activities.

1 The increase in the size and
organizational diversity of th
coalition supporting
corporate transparency is th
primary reason why more
politicians come to support
the law. In the absence of a
large, crosssectoral advocac
coalition, adoption does not
occur.

Causal process observatiofGPOs) that support thes¢hree hypotheses are
primarily related to thgun)observable activities of different interest groups and the

attributions by key policy actors of the main drivers of policy change. Obsetuiiig
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society groupsngaging in issue reframing and coalition buildohging the observed
period supports thhypothesis that they are engaging in policy entrepreneurship around
corporate transparency. For instanedeasingesearch reports, memos, and briefs using
different issue frames by civil society groups would support the first hypotBessally,
evidence of civil society group policy entrepreneurship prior to a shift in industry group
preferences should fail aecuringBOT adoption.From the side of industry groups, a
specific group joining civil societyled coalition after a rule change, the iaitoutreach
to join the coalition coming from thavil societygrouprather than the industry group, and
evidence of information exchange to produce a consistent-ictessstgroup strategy
would also provide evidence in relation to first and secomibtieses. Lastly, public and
private attributions given to the support of a large, esestoral coalition as the primary
cause for why a government adopted a corporate transparency law offers support for the
third hypothesis.

CPOs that contradict theieree hypotheses are primarily related to the proximate
and background causes provided by policymakers for why they adopted a law outside of a
domestic crossectoral coalition, such as complying with global AML standards, changing
global norms around corporate secre@grceptions ofpublic pressureon politicians
around tax issues, or governmentso6 reputatia
the Panama Papeisor instance, Buzzfeed News repeatedly claimed that their reporting
on the FINCENFiles in September 2020 secured the inclusion of the Corporate
Transparency Act in the annual defense spending bill in thént&Best groups and staffers
stated thathis scandahad limited, if any, impact on the ongoing negotiatidnkewise,

the limited involvement of industry grougds particularly from groups representing
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regulated entitieand professions in crosssectoral advocacgoalitions would weaken
the first and second hypothediske Chapter 5both a combination of publiclgvailable

sources and privatelgvailable information gathered from th#4 elite interviews

elucidates these competing explanations

The United Kingdom: Domestic Civil Society Coalition Leverages Early Industry
Group Divisionsto Secure PolicyChange

Alongside its growth as an international hub for illicit finance, the UK experienced
growth in the number and diversity of civil society groups working onamtuption,
money laundering, tax transparency, and related issues. But it was not until ti@®0sge 2
that several of these groupsChristian Aid, Global Witness, the Tax Justice Network,
Transparency International (FUK, and the ONE Campaignbegancoordinding as an
informal UK anti-corruption coalition Together this Ukbased coalition decided make
BOT one of their key antorruption campaign issués mid-2012. Coalition members
viewed BOT as the most wi n n @dbtiaresgarency reform for the UK because it was
easily reframed to appeal to the priorities of other civil society groupsgedligith the
material interests of UK regulateddustry groups, and offered a simple, low cost anti
corruption policy solution to politicians looking to position the UK as a leader on global
development issuditerviewl5, 29, 37. Thecoalitionalsoleveragedh series of domestic
opportunities through late 2012 and 2013, such as the Google and Starbucks tax avoidance
scandals and the UK hosting the G8 Summit in summer 2013, to inBease sue
salience among key policymakers. BOAdbecome a necontentious issue by the time it
was passed as part of a wider business reform bill in March 2015.

Through this case studyatguethat UK civil society groupsuccessfully reframed

issues and built relationships to leverage nasceguhted industry support into an
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effective crosssectoral coalitionThese groups were only able to butihis crosssectoral

coalition with regulated industry groupgsie tot he UK®&s comparatively e
collection ruleshanging their preferences topport BOT Together these factors explain

why the UKi a country normally resistant to stronger financial and transparency regulation

T became the second country worldwide to adopt a BOT law and the first to include a

publicly accessible register.

Limited Civil SocietyPolicy Entrepreneurship:The Tax Justice NetworkPrioritizes A
and C of the ABCs

The issue oBOT overlapped with severalivil society groups working on tax
justice, government corruption, and illicit financial flows in thK staring in the early
2000s.Yet few groups made BOT their signature issue and dedicated resources toward
promoting it. The most prominent example is a small group of tax and accounting
professionals as well as activists who founded the Tax Justice Network (TJN) in 2003. TIN
highlights he role of multinational corporations and ultrawealthy individuals in
perpetuating economic inequality through various tools of international legal arbitrage and
advocates for the end of these tools worldwide. TIN spent a few years seekitgriong
funding and building relationships with likeminded groups before publicizing their first
t wo r es e aTaxUsIf Yau Can(TINs2008)a n losing the FloodgatégTJIN
2007) They followed up these reports with the creation of their Financial Secresyimd
2009, which combined qualitative and quantitative data to categorize countries by their
ability to facilitate il 1l icit eérlyattemmptste. These
engage in policy entrepreneurship around tax transparency iSsiegscontinuallybuilt
up an evidence base to show the scale oatedance and evasion atried to attract

media attention to tax transparency issues through the late 2000s.
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T J Ngvosvingcapacityto leverage hei r st aff memberdsd prof e:
andtheir position withintransnational expert networks to influence policy debates around
automatic exchange of information (AEQihd country-by-country reporting (CBCR) at
the international levdiasbeen wellstudiedby IPE scholardSeabrooke and Wyan 2013,
2016;Hakelberg 2020Christensen 2021 hese studies, however, fail to note houN
did not prioritizeBOT in their policy entrepreneurshigCo-founders John Christensen and
Richard Murphy emphasizaibtainingglobal CBCR and AEOI much moreefjuently in
both their public and private communicationstérview 19).For instance, the second
edition of fATax Us I f You Canodo outlining the
then BOT(see Figurel). TIN did not conduct outreach to regulatedustry groups with
interest in lowering their AML compliance costs to make the case of why they should

support a BOT law either.

5. TOWARDS TAX JUSTICE 33
5.1 Country-by-country reporting 33
5.2 Automatic information exchange 35

5.3 Ensuring that information on the
beneficial ownership of companies, trusts,
foundations and charities is available on
public record 35

Figure 4: 2012 TJIN Table of Contents Puts BOT as the Least Important Tax Justice
Reform

T J Ndeprioritization of BOT among the ABC tax transparency reforms was not
unfounded. UKbased activists within advocacy groups like TIN, Global Witness, and Tl
UK faced at best a lack of political interest and at worst outright hostility toward proposing

domestic BOT laws, even after the global financial cribighlightedmajor flaws in the
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global tax systemPolicymakers and expertsithin international organizatiorgismised

UK civil societya d v o0 ¢ at e B@T agagpblitical faftasin the late 200Qs

1T At a 712008 World Bank meeting, an economi
was i mpossibleo (Ilnterview 41).
T Al remember being a meeting i n an NGO mee

2010 and almost being embarrassed to raise beneficial ownersisiparancy
with my fellow civil society colleagues because | was just like this is so so far
from ever happeningo (Il nterview 29).

1 Atan EU meeting around revisingthe ABBar ound 2011, Awe were
and were effectively Ilraideglbtelidngmmat of t he d
alternative reality, and this is never go

These experiences subsequently meant thab&Béd civil society groups were often left
out oftax reformconversations at the international level, partidyl around revising the
FATF beneficial ownership recommendations to mandate greater information collection
and sharingActivists within the coalition considered an internatiopalicy campaign to

be a longshd and believedhat trying to go through I©like theFATF or the EU were
unlikely to succeed (Interview 29, 30, 37, 41). Instead, they decided to pivot to a demestic
only strategy within the UKo secure 80T law.

Civil Society Policy EntrepreneurshipForging a Coalition, Reframing Issues, and
Leveraging Windows of Opportunity

The civil society strategyshift materialized in the late 2000s and early 2010s
through two streams of (in)formal coalition building that complemented one another. The
first stream of coalition building occurred at the transnational level with the formation of
the Task Force on Financidhtegrity and Economic Developme(iater renamed the
Financial Transparency Coalition (FTC) in May 2013) in September 2009. The FTC was
conceived as a global network of activists, experts, and governments working together to
increase transparency in thbal financial system. Its initial membership included many

UK-based organizations and provided a centralized forum to exchange information and to
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coordinate strategy among likeminded groups in other countries. Organizations like Global
Financial Integtiy, TIN, Global Witness, and Transparency International all were initial
members that became integral groups in both the UK antddd&d coalitions. The FTC
began working toward international reform across a range of issues related to illicit
financial flows, including tax transparency aAtL .

Unlike TJN though, the FT@id prioritize BOT in their agenda setting with
policymakers. Members of the FTC in partnership with Global Witness spearheaded the
UK BOT <campaign starti ng Undue Dilgencer hr @0®rot wi
highlighting how banks work with corrupt actors aighore the use of anonymous
companiesA follow-up July 2009eport highlighted BOTawsas a key reform to reduce
secrecy in the global financial system. After further internal coatierss, by early 2011
the FTC Acame to agreement around offshore
corporation tramoemay elnay®eadadimaigmnareasaferitst he t hr
transnational policy advocacy (Interview 15). This consensus eféected in their
activities, with the FTCO6s biannual confere
most sessions from 2009 through 2020. Their consistency around BOT allowed domestic
civil society groups to reference this transnational consensusiirothin advocacy.

Despite its prioritization of BOT as a key reform, the FTC as an independent
transnational organization was not an integral player in organizing the UK BOT campaign.
Most FTC member groups did not have the personnel or the resourcetettake both
an international and a domestic campaign simultaneously. Therefore, the second stream of
informal coalition building operated at the domestic level but struggigéally to come to

a consensus about how far to push the UK government omrefiod about whether to
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pursue a UK BOT policy campaign at dll-UK initially did not support an online public
beneficial ownership registry and expected significant resistance within Parliament and
from UK business interest groups to such a propakak (2009 28, 40). In contrast,

Gl obal Witnessd AUndue Diligenceodo report
and trusts in a central registry. Theksmesticdivisions undermined the presentation of a
clearcivil society position on the issues afichited the efficacy of these early advocacy
efforts. Additionally, the pushback these groups received on the international level made
the UK-only campaign look like the better option, but civil society advocates knethéhat

c a mp a sugcessd was fardm guaranteed.

Therefore,individual staffers within Global Witness, Global Financial Integrity,
Christian Aid, and TUK who believed in BOT recognized that they needed to engage in
policy entrepreneurship to increase the likelihood of a successful campaey started
coalition buildingby first conducting outreach and issue education giWthsocietyallies
from previous campaigns. Thegmupsincluded Save the ChildngOxfam (though they
joined muchlater (Interview 22)), ActionAid UK and the QIE Campaign However,
advocates knew that the connection between anonymous companies and development,
poverty, and human rights abuses was not always clear. To the#fgconnectios, they
focusedon the theft of development and aid fundimign enabledanonymous tsell
companies to bring them onboaFihancial transparency groupksoallied with poverty
focused groups specifically because they provided complementary resiatibe tax
transparency groups knew they lacked. While Global Witness aldKTdrovided issue

specific expertise and gather credible evidence about the negative impacts of anonymous
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shell companies, larger NGOs like Oxfam and the ONE Campaign pdoviedia contacts
and access to government officials to exparfu e ¢ o eedch (Iniergew B9%.

The initial structure of this coalition was informal and continued to be so throughout
the campaign. Interest groups can choose to create a formal coalition through a
memorandum of understanding or some other type of binding agreement, andehey of
create a joint, dedicated website for the campaign as a gabiigg indicator of the formal
coalition. Yet for the UK BOT campaign, tloevil societygroups involved never felt the
need to draft a formagreement (Interview 37Respite the absenod a formal structure
or operating procedures for how to conduct this campaign, members arranged regular
checkin calls to update them on their own work and the opportunities they perceived for
the campaign. Sever al hi gheliirghd ggals tatei r he od
critical to the coalitionbds success.

Thecoalitionalso sought tprovide expert evidence to policymakduwsreframe the
issues Members of the coalition produced a series of reports from 2010 to 2014 to reframe
BOT and to makehe issue more accessible, seeking to educate other interest groups and
politicians about how corporate secrecy impacts the issues they care Himutalso
sought to build an evidence base because there was little existing research, and
policymakers neeztl hard data of the scope and scale of the problems impacted by financial
secrecy to justify supporting theifhese reportscluded aviay 2010ChristianAid report
about financial secrecy around football clubs, with a follgwvreport on offshore
ownershipof UK football clubs from TJN imApril 2015. TIN also released the second
edition of AT ax July=012td jumpstart brdaden tax transparency

discussionsAn August 2013 survey commissioned by ChristianAid found the majority of
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the British blic opposed corporate secrecy and favored forcing the Crown Dependencies

and Overseas Territories to make registries of ownership information publ@ctber

20130pen Society Foundation briefing paper emphasized the role of shell companies in

facilitating terrorist, drug and human trafficking, and corrupt financing. A joint

ChristianAid and Global Witness report from November 2013 graded different

jurisdictions about their efforts to increase company ownership transparency. A May 2014

ChristianAid rep r t investigated investorsodé inabil it

FTSE 100 subsidiaries in tax havens, limiting their ability to make sound investment

decisionsThi s steady stream of nAdAevidence from ci

of civi | society in the UK was strdamdjattherough ar

ready to be able to capitalize on a politica
Some of these windows of opportunity <car

members creategpportunities for themselves. For the former, multinational corporate tax

avoidance scandals raised public and policymaker salience around tax issues. Starting in

fall 2012 and continuing through 2014, several news outlets repontedassiveUK

corporatetax avoidance by Starbucks, Google, and Amazon (Reuters 2012; Guardian

2012). These revelations led to a series of hearings before the Public Accounts Committee,

spearheaded by Labour MP Margaret Hodge who had a previous, ongoing inteaest

transparency issues. Because corporate tax avoidance and anonymous shell companies are

parallelissues in the tax transparency space, civil sogetypsand their supporters in

Parliament played into the fuzzy edges between these issues to make theR@dJewith

MPs These committee hearings continued for several years to keeprapntum around

tax transparency issues more broadly (Interview 20).
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These hearingsalso provided an impetus to build a crgsarty coalition of UK
backbenchers to supporOB using different issue frames to appeal to specific politicians
in tandem with the outside advocacy framil society groupqInterview 19, 20, 30).
Advocates relied on national security frames with conservatives, emphasizing the role of
dirty money fron k|l ept ocrati ¢c regimes and terrorist
security. They relied primarily on tax justice and development framings with liberals, as
well as anticorruption concerns (Interview 22). Together these MPs sought the ear of
Prime Minister Cameron and reinforced the idea that tax transparency reforious
particularlyBOT 1 were politically possible.

CrossSectoral Coalition ActivitiesBringing in the Trades, Industry, and Professional
Groups andAssociations

To createadditionaloppotunities for themselves, civil society coalition members
relied on reaching out to unusual allies within the business community who they thought
would have a material interest in greater transparency. They knew that to be successful,
t hey needeéealrbusmesstabbeeeryiviglonnectedo (Il nterview 1
approached socially conscious business interest groups like The B Team and investor
groups running pension and insurance funds who sought improve their risk management
capacities and to imimize reputational issues of being associated with dirty money. They
then garnered support from the Trades Union Congress, a federation of trade unions
representing millions of UK workers, who sought to minimize issues of,feaqpdbitation,
and abusewithin their respective industriesia anonymouscompanies Next, they
approached policy unions and other national secorignted groups, thinking they could
leverage the juxtaposition of pover@ieviation and national security groups to attract

greater policymaker attention.
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Varioushusinesgroups came into the pictuagoundthis time as wellThe civil
society coalition tried to secure the neutrality of kegh-level industry groups like the
Confederdon of British Industry that represents millions of UK businesges have to
comply with AML rules(Interview 29).Most importantly coalition members also courted
quiet private support fromegulated industrgroups like the British Bankers Association
because they knew it would lower the costs and reputational pressures arising from their
customer due diligence obligatior@me of thesandustry groupsecognized the benefits
of working with wellregarded civil society groufisr making theipreferenesappear less
self-servingto policymakersA few privately lobbied the governmenmt favor of BOT
priortoPMCamer onés a(ntewiewn22,29n3&, 1) For instance, dnking
industry groups stressed thétp oo r i nformati on snd aawi n g bet
enforcement agencies limits their ability to put in place effective AML/CFT systems and
control® and provided extensive feedback to governmentdvocate for increased
information sharing2015 37). Increasing transparenagp aBOT law could reslve some
of these issues.

In summary, the later campaign successes of the domestic financial transparency
groups derived from their earlier decisions to become BOT policy entrepreneurs in the UK.
The core of the coalition includedvil society groupslike Global Witness, Global
Financial Integrity, and FUK, then expanded tfaith and humanitarian group3he
coalition initially reframedOT around development and human rights issad®ing in
faith, humanitarian, and trade group®ey also lobbied members of Parliament working
on related tax transparency issues to become their champions in the legislature. Once

onboard, this civil society coalition began to coordinate their advocacy strategy and

16



decided to expand the coalition tausual allies likeregulatedbusiness interest groups
with a material interest in greater information sharifigh e s e groups©®6 str
compl emented one another and accelamongt ed t he
policymakersTheyalso leveragedomestic opportunities such as the MNC tax scandals
to promote corporate transparency as the solufi@myether these entrepreneurship
activitiesincreased he coal iti onds confidence in their
Strange Coalition Attribution:PM Cameron Highights Support from Unusual Allies

Among these entrepreneurial activities, ttiecisive one for PM Ca mer on 6 s
decision to announce a BOT law was hapadlic crosssectorakupport During January
2013 speech at DavaSamerorannounced thatthe thirdpitla f or t he UK®&6s G8 p
would be company and land ownership transparency. Cameron had been looking for
relatively affordable ways for the UK government to engage in positive foreign policy
initiatives in the postinancial crisis age of austeritihiroughout 201 Interview 24, 29,
37). Through consultations witlicademicexpertsand civil society advocatescluding
economist Paul Collier (who had previously met weithl society advocateand agreed to
propose the idea to the prime minister), Cameatecided that reducing waste, fraud, and
abuse in global development initiatives and shoring up foreign tax bases offered the best

foreign policy approach. Cameraisostressed the crosectoral composition of the pro

transparency coalition in his Davepeechfii t 6s not just those in th
|l obbying my government on these issues, 1itods
banker s, | awyer s, askimgifop greateritrgnaparensy td level the nanc e

playing field. Thisannouncement marked a pronounced public shift in the political

likelihood of adopting BOT in the UK, previously unthinkable a few years prior.

16



Civil Society Policy Entrepreneurshipand CrossSectoral Coalition Activities
Maintaining the Coalition toSecue a Legislative Victory

The protransparency coalition knew their bestanceto push the government to
follow through on this policy promise was in the five month window in between the
January 2013 Davos speech and@8esummit the UK would host in June 20Calition
members increased the frequency of calls to share information and to coordinate their
strategy in the leadp to the G8 (Interview 29). They prioritized building and reinforcing
support from different faci ons wi t hin Cameronds government
Aid UK in particular increased pressure on Cameron to put and keep BOT on his G8 agenda
for 2013 (Interview 19). Civil society coalition members worked to obtain government
support from the UK Trasury, the Liberal Democrat business minister MP Vince Cabile,
and from lead law enforcement officials who went against civil servants in their respective
ministries who opposed BOT. These advocates secured @osedaneetings with Cable
through a personalide rather than the usual bureaucraliannels (Interview 22, 4@nd
confirmed the preference splietween rardandfile bureaucratsn the Treasury and
Business departments versus tepartmenministers (Interview 20)These kbreaucrats
opposed BOTBince theysaw their role as serving their cliesgctorsand did not want to
take policy actions that could strain these relationships.

Yet ultimately Cable as the business minister was the only other key actor the
coalition needed to persuade besidesmi@an. A pivotal piece of research commissioned
by Global Witness replicated a 2002 report from the UK government regulatory impact
assessment for BOT first produced as part of its-@dst AML reform wave. The April
2013 report examined costs across aetya of levels of transparency and confirmed the

findings of the 2002 impact analysis: the costs to most businesses would be low, and the
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ongoing costs to both business and government would be low after establishing the registry.
Cable was compelled byithevidenceébecause it addressbas questions about justifying
the scope of the bill versus its costsdc oul d a s s u a g eostocoocarsseHev at i ves
thenagreed to support the coalitionbs ask for
registry(Interview 22 40).

Additionally, the coalition sought to reinforce the perception of esessoral
interest grougconsensus in favor of BOb MPs Prior to the G8 summit, global online
activist network Avaaz circulatea public letterstating supportor public registries of
beneficial ownershithat received thousands of signatures frdmoad coalition oNGOsg
business leaders and owneasid law enforcement officers. The coalition frequently
pointed to this letter as additionali@ence of broad interest group consenbiasir former
British home secretariedsojoined campaigners in calling for the G8 to establish a "new
gold standard" on transparency by creating public registers of the true owners of companies
around the time ahe G8 summit, further highlighting national security support for BOT.
This diversity ofinterest groupp er specti ves reinforced Camer c
sectoral policy consensus within the UK.

After the G8 summit, business minister Cable announcedetbase of a public
consultation on a BOT law in July 2013 that proposed a central, public registry of beneficial
ownership.Public consultations, private working group meetings, and public hearings
proceeded from July 2013 through October 204et. policy consensus in favor of BOT
among industrygroups was less than certain. The directiocorporate governance and
professional standards at the Institute of Direcf{tB) wrote an opinion piece foFhe

Guardianin August 2013 in support of publicly accddsi BOT registers. The Policy
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Director for theCBI made gublic statemergupporting a public BOT register and argued
in favor of leveling the playing field with the adoption of public BOT registers in other
counties accepti ng t he gandawardlysignalibgthadtreygwillsanoet o n
continue to lobby against it. THaternational Banking Federatigrublicly statedthey
believedwould help banks prevent money launderaggwell (HuffPost UK 2013). But
subsequent reporting froifthe Guardianin April 2014 underscored ongoing opposition
from CBI, theloD, and the Law Society and their argument that greater transparency would
reduce the competitive advantages otéhprofessions in tHgk.

The coalition tried to head off this opposition by trying to bring nreglated
interest groupsto coalition activitiesTI-UK hosted éBusiness Integrity Forunoffering
fla mixture of roundtables, forum events and briefings throughout the yearabaaltion
with members, government, academia, investors and civil society offering exceptional
insights on current and emerging challenges and practical solutions for businesses to
adoptoMe mber s include major UK bankmajortaxk e Bar cl
and accounting firms like Grant Thornton and PwC. Despite these dffogtscourage
support for BOT law and accountancy groups secured private meetings where they
continued to lobby the government to oppose the registry (Interview 37). Yet some quiet
lobbying support secured from the banking and parts of the real estate industries offered a
counterweipt t o their opposition: fAsome of the ba
of f their own AML du dgthegdkndwiitjgveutdceally cheapegmther s i b i | i
process for them in a good way as iUWUK make | e

Finance(representing a variety of financial institutioras)d Property Marka major real
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estate interest groupyivatelycame on boardith the coalitionto lobbyin favor of BOT
during this later periodnterview 28, 30).

These preferences and lobhyiactivities contradict the theory somewhat, with
several regulatedindusty groups opposing greater transparency. These conflicting
statements and actions likely reflect internal business interest group battles between
opposers and supporters of a BOW las well as intemdustry group preferences splits
about a publicly accessible BOT registry as highlighted in Chapter 5. Moreover, civil
societyadvocatesias a tacticédid try to wutilize that
corporate sector or some oktbrevious blockers to say hey there might be an economic
i nterest in you jumping in favor of t hiso
business groups to remain neutral and not to lobby the government aboutv&OT
sufficient (Interview 29)Business disunity coupled with the strategic decision of civil
society groups tdouild a strange coalitionncluding someregulated industrygroups
enabled the Cameron government to continue pursuing a BOT lawkAdwdedge of
Camer onbds pr e f-sectorah mresenswsblidified thercoa&Isi t i onds str a
decisionmaking and their decision to double dowegulated industry and socially
responsible business group supporti t was fAnot just the NGOs si
about thiséfoirts wsaasy]i ntgwot hsee cstame t hing. o (I nt

Strange Coalition Attribution Workers, Business, Law Enforcement, and Civil Society
Together Depoliticiza80OT

Previous relationship building with government ministers and MPs became a
crucial resource throughout late 2013 and 2014 to keep the government on track with its
commitment. Civil servants both inside and outside of Downing Street fed the cross

sectoral calition information about issue framing and other potential allies to shore up
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support (Interview 29, 41). By the October 2014 public committee hearing on the Small
Business, Enterprise and Employment Bill, representatives from the Federation of Small
Businesses, the CBI, the loD, and the British Chambers of Commerce were all supportive
of a public registry. Additional written evidence provided to Parliament in November 2014
from the Trades Union Congress, the British Chambers of Commerce, and the loD all
argued in favor of a public BOT register. On the other hand, written evidence from the
British Venture Capital Association, the Quoted Companies Alliancelnteenational
Financial Centres Forunand the Charity Law Association all pushed back on the BOT
law to varying degrees, arguing for the information to only be accessible to the government
to pulling the bill altogether.

Although individual law firms and the business sections of law societies actively
opposed BOT and sueededat exempting some cor@ie entitiesfrom the reporting
requirements, they ultimately lost the war. Having already lost the battle a@idibd
checks,major keyUK banking and real estate indystyroups along with some legal
professiomls collectively sought the benefits of oration dissemination via the BOT
register and worked with government officials to ensure access to thihaatgh quiet
behindthe-scenes lobbyinghat complemergd the public lobbying othe civil society
groupsthey aligned withThe combination of erosssectoral coalition and bundling BOT
as part of a small business bill ensured the issue would be viewed as@ntrowversial,
technical matter rather than a political one by the time the full draft was ready (Interview
300 . The UKOs &@artotheaSmallBasmess Enterprise and Employment
Act in Parliament in March 2015.

UK Case Summary
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To review, an informal UK civil society coalition coalesced around the goal of
passing a UK BOT law oncthey belieed that their ability to influene international
standards setting was limited. Though they lacked a formal agreement or a united public
facing image for the campaign, these groups engaged in policy entrepreneurship activities
that expanded their initial coalition to encompass sewgsab ofbusiness interest groups.
They connected anonymous companies to a wide range of policy problems, bringing in
development and poverdlleviation focusedyroupsas well as garnering support from
corporate social responsibility and national sectoitgnted groups. They leveraged
complementary skillsets and resources across groups,L yi ng on some group
policymakers while others provided the issue expertise to persuade those policymakers.
They focusedon building relationships witlregulated industry groupmterested in
loweringcompliance costs to secure their collaboration or their neutrality. Lastly, they built
relationships with key MPs and ministry officials to ensure the government followed
through on their policy commitmerasid to shape the content of the law itself.
This diversecoalition achieved success muesterthan their counterparts in the
United States, Canada, and Austrddecause many more industries had to comply with
AML information collection ruleby the tme the civil society groups decided to become
policy entrepreneurs and to launch a campafgthough some legal and accountancy
association groups opposed the BOT levanyeithers upport ed t he coal itic
at leastdid not stand in their waylhis crosssectoral consensus around the benefits of a
BOT lawi in part from the strange advocacy coalition, and in part directly from industry
groupsi assuaged politiciansdé concerns about thi

transparency. Prime Mister Cameron repeatedly referenced this diversity of
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organizational support in his public statememts did business minister Vince Calfe
postmortem of the UK BOT campaign sritten by OpenOwnership and Global Witness
underscored issue connectioting costbenefits analysis report, and support from business
interest groups as the key factors to a successful campaign (28L7Tdken together,
evidence from the UK case study largely supports the hypotheses derived from the theory.
The United States: From Failure with Usual Allies to Success in a Strange Coalition

Like the UK, the US both grew as an illicit finance hub and experienced growth in
the number and diversity of civil society groups working on-eotruption, money
laundering, tax transpancy, and related issues. The formathi&#sed coalition named the
Financial Accountability and Corporate Transparency (FACT) Coalition was founded
around the same time as the informal UK coalition. But FACT struggled to gain traction
for BOT advocacy with other civil society groups and with policymakers.
Contemporaneous analyses echo this perception both inside and outside of the US:

fiGlobal beneficial ownership transparency is unlikely in the near term. Countries

around the world are experiencing challesign establishing criteria to collect and

document beneficial ownership information. Beneficial ownership transparency in

the U.S. is uncertain. There is considerable resistance at the state level and a lack

of Congressional support for proposed bendfiavanership legislatiod Lofmel

2013, 6).
Despite producing a variety of researeports building relationships with progressively
oriented civil society groups and Congressional allies, and attempts to reframe the issue to
attract a wider range of iestest groups to support BOfhe FACT Coalition failed to
overcome this resistance during the first half of the 2010s.

Still, these policy entrepreneurship activities enabled FACT to take advantage of

windows of opportunity when they arose. Once the Tmganalized the GT@and CDD

rules in 2016, FACT almost immediately reached out to banking and title insurance
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industry groups about whether they would join the coalition and support a BOT bill. The

addition of the Bank Policy Institute particular asvell as the National Association of

Realtorsand neutrality from the US Chamber of Commerce a few years later rapidly shifted

BOT6s prospects fr om an -sectoral supporafronmteresh . Addi t

groups that are rarely aligned with one &eoinUS politics, such as the National Fraternal

Order of Police and Friends of the Earth, bolstered its prospects among both Republicans

and Democrats. The BOT bill was ultimately included as part of the annual omnibus

defense spending billin 2020aadd o pt ed over President Trumpos

Through this case study,arguethat UScivil society groupscoordinating through the

FACT Coalition successfully reframed issues, built relationships, and coordinated strategy

to pass a BOT laiv but only after two rule changes enabled FACT to buitdosssectoral

coalition that included severka¢y regulated industry groups.

LimitedPolicyEnt r epreneur shi p: SMWaor Levinds Cr uc
Senator Levin and his staff on the Permanent Subcommittee on Investigations (PSI)

were the original policy entrepreneuie BOT. Despite the wideanging exemptions

securedby industry groups tthe PATRIOT Act, Levin continued to holiearings and

publish reports through the PSI regarding money laundering and shell companies

(I'nterview 1, 29) . The PSI 6s next two major

report investigating the use shiell companies to avoid US taxes and how this evasion is

facilitated by US tax professionals and paired July 2004 and March 2005 reports examining

the loopholes in the peSf11l regime. Together these reports argtieed although the

PATRIOT Act was on its way to endinghell banking it left the problem ofshell

companésuntouchedThe latter report also examined how Washington, Dased Riggs

17



Bank set up shell companies used by authoritarian leaders like Chilean President Augusto
Pinochet and Equatorial Guinea President Obiang. Riggs Bank was forced to pay $40
million in penalties and close its Obiang accounts, and they collapsed shortly afterward
and were acquired by PNC Bank (Michel 2021, 117). Both investigations attempted to
increase pressure on these industries to comply with US laws (where applicable) or to spur
Congress into ending the AML exemptions for certain industries.

After these hearings, Senator Levin concentrated specifically on the role of
anonymous shell companies in enabling illicit financial flows. A coordinated series of PSI
hearings in April, Augst, and November 2006 about tax havens, shell companies, and law
enforcement issues in tracing illicit funds highlighted how a lack of beneficial ownership
information collected by US industries and government agencies hindered US policy
objectives and icreased its issue salience among policymakers. The Senate PSI efforts
culminated ina Government Accountability Offic6SAO) report focused on beneficial
ownership in April 2006. The GA@un survey of state officials who are responsible for
company formatin comprised the bulk of this report and found that no states collected
ownership information in the formation documents for corporations or verified the
identities of corporate ownei®nly four states requidessome ownership information when
an LLC was érmed (see Figurg). Additionally, the PATRIOT Act AML reforms did not
require regulated industries to collect beneficial ownership information. A 2008 FInCEN
survey solicited feedback from industrg how and when financial institutions obtain and
retainbeneficial ownershimnformation without this obligation, findingnconsistencies in
financial institutions' understanding of requirements related to collecting and maintaining

BOI both within and across industri@anCEN 2012 CDD Rule ANPRMYogetherhese
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reports and surveys underscored how few entities collected beneficial ownership

information and how efforts to collect that information were costly for law enforcement

and financial institutions alike.

Figure 4: Ownership Information Required in Articles and Periodic Reports
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Source: GAO survey of state officials responsible for company formation.

Figure 5: US State Requirements foCollecting
Legal and Beneficial Ownership Information (GAO 2006, 16).

Senator Levinused these findings to contmto emphasize the importance of

collecting and sharing beneficial ownership information as the key reform to combat

money laundering. In the November 2006 hearing, Levin notedithah e i

rony

S

t

donot

suffer

f rom Tatheré & gt nogbenefitial anmerghip]lr e nc y

information to discloseunder the current regulatory regifigS12006, 10) His statement

pointedly highlights the importance of separating information collection and dissemination

in understanding the politics of corporatartsparency, and how information collection

rules offer a means to change business preferences toward transparency. Without

regulatory requirements to collect beneficial ownership information, unregulated yndustr

groupsdid not have incentives to supptrte vi n o6 s
information collectioranddissemination.

Levinds dogged invest

e f f o meguringigreatea d o p t

gations did i

showthat they were paying attention to illicit financial flows and taking thenowssly.
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The US government publishedacember 200f®int money laundering threat assessment

referencing the role of shell companies in a few chapteMowwember 2006-inCEN
advisorywarned ofthe potential money laundering risks related to shell compaand a

2007 AML strategyncludedfiPromoting Transparency in the Ownership of Legal Endities

that proposed extendir§ML rules to casinos and the insurance industry Y e t Levinods
political entrepreneurship around anonymous shell companies failedaict gt support

of other Congressmembers, with Forbes noting in January 2007 after the series of 2006 PSI
hearings that fAthere seems to be luesta | e urge
end anonymous shell companweishout wider interest groupupport.

Despite the lack of willingness to advance his ITLEA bills to a floor vote, Levin
continued with some additional hearings about corporate secrecy andewthte
incorporation practices. He continued to raise the issue at two June and Nove@tber 20
Homeland Security hearings and at another February 2010 PSI hearing, focusing on the
security and crime implications of illicit
more favorable national security issues. These hearirajeng with the fallou of the
global financial crisig spurred FinCEN to release guidance in March 2010 on obtaining
and retaining beneficial ownership information, focusing on abésded approach @DD
and encouraging financial institutions to crab&ck for beneficial wnership information
across business lines within their institution.

A different response to these failures tried to shift discussions toward more publicly
salient tax transparency issues like AEOI and CBCR rather than BOT to achieve policy
change (Hakellrg 2020). During and after global the financial crisis, Levin organized the

PSI 6s hearings around increasing transparen
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and tax avoidance for US bank account holders abroad. His staff recognized that the
political momentum had shifted forward on these tax transparency resoroethe public
sought greater regulation on financial institutitmest caused the crisiwhereas the limited
public attention toward money laundering and illicit financial flows hadled out the
conversations around shell companies. These hearings included: tax haven banks and both
payroll and dividend tax abuse hearings in July 2008, US offshore Swiss bank account
holders in March 2009 and May 2014, profit shifting by MicrosoftidadlettPackard in
September 2012, Apple in May 2013, and Caterpillar in April 2014, and a final hearing
offshore tax evasion in February 2014. The exception Waky@2012 PSI repodn money
laundering facilitated by HSBC included a note of strongpsut for BOT legislation.
While these hearings did shift the politics around AEOI and culminated in the adoption of
the Foreign Account Tax Compliance At 2010 mandating information sharing about
US bank account holders in ntt8 banksthese hearings did not shift political momentum
ondomestidBBOT or CBCRlaws.

Senator Levin did not seek a seventh term in the Senate and retired.iD28pite
his acive, ongoingpolicy entrepreneurshigfforts to reframe BOT as a national security
issue, to associate it with theegative consequences of tfirancial crisis, and to
coordinate with civil society groups on providirexpert testimony and researtt
persiade other policymakeduring the 2010dhis policy entrepreneurship efforts failed.
Without civil society andregulated industrgroup supporas well as theicoordinated
advocacy Levin lacked a crossectoral consensus that would attract Democratit an
Republican politicians alike into supporting a BOT law.

Civil Society Policy Entrepreneurshiplhe Developmenbf the FACT Coalition
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Entering the 2010s, political support for BOT was tepid at best and outright hostile
at worst within the US. Senator Lisvand Representative Maloney had introduced several
iterations of a BOT bill in the hopes of appeasing enough interests to secure a floor vote.
But two main obstacles remained in their path. The first obstacle was a lack of major
industry group support.hese industry groups opposed both domestic and international
policymaking activity, with the opposition led by US banks to both FAeMel and US
level BOT standards. They argued flsksed client monitoring is sufficient to address
money laundering, andng reputational risks can be managed effectively without
mandating more information collection and shariySQJ, March 2011). Domestic
opposition lobbying from other industries against Senator Levin and Representative
Mal oney &6s pr op o s/AnericaniBar Associatior; theuAsneridan tnstitete
of Certified Public Accountants, thBlational Venture Capital Associatiorand the
Managed Funds AssociatioKin 2018)1 all industries excluded from the 9/11 AML
information collection rules and that oppdsdisclosure requirements more broadly.

The second obstacle was sthteel opposition, primarily led by thetate
Secretaries of State and US Senators from Delaware. Though many members of the
National Association of the Secretaries of State remainedecoed about the federal
government imposing an unfunded mandate onto the states, especially in the aftermath of
the global financial crisis (Interview 10, 16), most lobbying activity came specifically from
Delaware around the likely major impacts torntsdrporation industry. D®ased lobbying
firm Peck Madigan Jonesas hired by Delaware Secretary of State Jeffrey Bullock to
lobby to water down or Kill various bills starting in 20Kir 2018). Delaware Senator

Tom Carper held up hearings on BOT bills before multiple Senate committees, either
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dragging out the hearing processes or persuading allies to prevent the bill from coming out
of the Homeland Security committee in the early 201Qgel proposals before the
Judiciary committee met counterproposals relying on IRS rather FINCEN for the
information. Collectively, these tactical moves prevented any BOT bill from going beyond
the committee stage in Congress during this period.

In this unfivorable political environment, the FACT Coalition was created in part
to have dedicatestaffingand funding to figure out how to break the Delaware chokehold
and to move BOT forward. The initial strategy planning sessions were an extension of the
F T Cdrige for a global campaign devolving to focus on athi#Sed campaign. These
sessions occurred toward the end of 2010 and into early 2011 and sought to determine
whether USbased financial transparency and tax justice groups could coalesce labor,
business,and environmental groups into organiziagcampaignaround these ideas
(Interview 15). The culmination of these conversations was the founding of an independent
organizatiori the FACT Coalitiori to plan longer term strategy and to lead coordination
acros aligned interest groups. Working independently from one another had stifled the
transparency groupsod6 ability to access and ¢
about issues deriving from anonymous companies. Similar to thédd&d coalition,
campaigners involved during this period also stressed a lack of ego and collaborative
environment that made advancing their goals easier.

When initially devising a campaign plan, FACT was constrained by their lack of
funding and was unable to conduct a lokbased grassroots campaign to end anonymous
companies. Civil society groups often have insufficient resources to do everything they

seek to do, especially when they work aloKeagtner 2014interview 11). Therefore,
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FACTO6s str at egyicshhatdlignedwithan keliterinsidicused lobbgimngt

by focusing on the most relevant policymakers, such as targeting Congressmembers on
banking and finance committees where proposed BOT bills were reviewed (Interview 15).
Coalition members like Glob&linancial Integrity (GFI) referenced beneficial ownership

and its impact on related issues whenever possible, like the role of anonymous companies
in ivory poaching irAfrica during a Senate Foreign Relations Committee Hearing in May
2012. Along with prodcing various research reports and other products, FACT members
continued to conduct research and collect the evidence they could reference in their policy
documents to obtain support from other interest groups or from policymakers.

CrossSectoral Coalitimm Activities: Working with Law Enforcement Religious, Labor,
Environmental and Faith Groups

But FACT knew that increasing the organizational diversity of the interest groups
within the coalition would make their work more persuasive (Interview 38)rammddse
the probability that they would secure letegym funding for the campaign. They
recognized the potential for bipartisan support by choosing the right issue frames, stressing
national security implications of BOT as well as the environmelaistrution and human
rightsabuses enabled by anonymous compahigishad not usually been associated with
these issues (Interview 15). Law enforcement gréuperticularly the National Fraternal
Order of Police, whose members faced anonymous compameddadhen investigating
a variety of criminal activitie$ became early coalition members and lobbied in favor of
BOT for the coalition. Smaller business groups like the Main Street Alliance and faith
based organizations like Jubilee USA became key earlygparim the BOT campaign as
well once they understood the connection between anonymity and(R&aletand Hays

2023) While Republican offices would not take meetings directly with FACT or tax justice
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groups, they would meet with law enforcement, businead faith groups and listen to

them when they raised transparency issues. These alliances allowed FACT to overcome its
early funding barriers as well by building connections with larger,-fualled groups

whose members were negatively impacted by ammug companies. A higlanking
AFL-CIO member and the executive director of FACT at the time went around to different
funders, underscoring their accomplishments in obtaining some Republican support and
starting to build a crossectoral coalition (Interew 15, 18). These achievements secured
FACT longtermfunding from several major foundation donors.

Foundation funding also enabled FACT members to produce medepih
research reports and to better coordinate their lobbying effo@eptember 2014 Global
Witness reporfi Th e  Gr e a focu®d op a @Mmgé of negative outcomes from
anonymous compaas in the US, such as the Iranian government purchasing a New York
skyscraper in violation of anterrorism sanction<GFI published a book on global illicit
financial flows in September 2015, noting the role of anonymous companies in facilitating
thesef | ows . FACT produced a series of AFACT
perpetuated by anonymous shell companies. They also participated in advocacy days on
Capitol Hill, with the first includingUS Public Interest Research Group, Jubilee USA
Network, the Man Street Alliance,and the American Sustainable Business Council
representing early crosectoral coalition members in April 2014. By November 2015,
FACT had expanded its initial coalition to over 30 members across a variety of labor,
environmental, humarights, and faith groups, continuing to seek out new members that

would increase its organizational diversity.
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These early crossectoral coalition building efforts did not find the most supportive

environment in the executive branch. Although President Obama had been one ef the co

sponsors of Senator Levindés origindent 2008

positions on the issue. A 2013 Open Government Partnership report documenting progress

B

on the USO6s commitments found that t he Obamas

advocating for BOT |l egislation, bouatvard h e

of aggressive |l egislative advocacy by the

2013 OGP report highlighted ongoing industry group resistance as a key obstacle to
legislation (44), echoed by contemporanebumncial Timegeporting in June 2B. By

March 2014, the administration had privately concedeg@ressingfor either an IRS or
FiInNCEN-based BOT bill ReutersAugust 2016). The 2015 followp OGP report
referenced greater commitment from the Obama Administration for supporting a bill that
would collect beneficial ownership information through the IRS and for advancing the
CDD rulemaking, suggesting somewhat greater alignment between the executive and civil
society groups around tangible policy achievements. Overall, ongoing policy
entrepreeurshipby FACT struggled to gain traction in the executive branch.

One area where FACT had made some progress was d@Dadules for financial
institutions. FACT and its members had participated in working group meetings with
FINnCEN since the publicatioof the advanced notice of proposed rulemaking in ZD4ey
tried to make the case to the banking industry that adopting a BOT law would lower their
burden under the CDD rule. A March 2012 American Banker article quoted the director of
government affairfor Global Financial Integritywho argued that banks should be in favor

of Senator Levinbs proposed | aw because i
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back onto the state governmemy.the publication of the notice of proposed rulemaking,

the banking industry had obtained a few key concessions, such as not having to verify the

beneficial owner information and only having to collect information for new rather than

existing accountsimerican BankeAugust 2014). While FACT members were untyap

with these concessions, they prioritized pushing the government to finalize the CDD rule

so at least some beneficial ownership information would be capfuiddrch 2015 letter

from FACT argued that the US government should end the temporary AML emampt

and encouraged FInCEN to finalize the CDD rule. Ultimateily initial law enforcement

financial transparencgroupcoalition (VICE, December 2014) continued to work against

the opposition from the private sector coalition spearheaded by the Chartlmenmerce

and the American Bar Association (March 2016) to secure this smaller victory
Althoughthe CDDrulemaking stalled for a few years, FInCEN had made substantial

progress on amending the text of BBD rule for financial institutions as well akd

geographic targeting orders (G3)dor title insurers. Thesgolicieswere largely finished

long before major scandals and leaks during late 2015 and early 2016. In December 2015,

the New YorkTimesrepored on high value purchases of New York City restate by

corrupt actors through anonymous companies, from politicians to criminsés¢tioned

governmentsA December 2015 report from the Institute on Taxation and Economic Policy

asohi ghlighted Del awar eds rol e a s ymas onshol

incorporation. This was followed by the airing of the Global Witness undercover

investigation into prominent NYC law firms being willing to set up anonymous companies

for suspicious foreign clients in January 2016 prior to the release of the Paapens iR

April 2016. The Treasury would not have been able to finalize fhag@esas quickly as
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they did (January and May 2016, respectively) if they had not been working on these issues
for years prior wittongoingpressure from the FACT Coalition.

In summary, some civil society groups like Global Witness and Global Financial
Integrity had been working on tax transparency issues largely in isolaiionto the
2010s. Politicians in Congress and the White Hatisgygledo cultivate broadepolitical
interest or support for BOT in the face of industry and d&atel opposition. It was not
until the founding of FACT Coalition in 2011 to coordinate corporate and tax transparency
advocacy that a coalition began to coalesce. FACT slowly faaitionships withlaw
enforcement, faitibased, environmental, and labor groapdsecuredconsistentunding
several years into the campaign. Nevertheless, they did not pursue partnerships with
regulatedndustry groupsike banksp r i or t o 2heylwere theelangestshardesi t
shoto (I nterview 15, 17), highlighting the &
institutional opportunity to incorporate the banking industry as part of the-sectwral
coalition. Despite their policy entreprenership activities, FACT had made little
substantivgrogress toward adopting a BOT law in the US.

Civil Society Policy EntrepreneurshifRule Changes Enabl&ringing Banks and Real
EstateGroupsinto the Coalition

Severalmedia and policy observeesnphage the release of the Panama Papers in
April 2016 as the tipping point for BOT advocacy in the United StaRsvelations of
corruption, money laundering, and tax avoidance from celebrities to dictators alike
galvanized global public attention to thepe and scale of illicit financial flows enabled

by anonymous companies. FACTO6s i mmediate r e:

" fithe Panama Papé s trove of more than eleven million documents leaked, in 2016, from the files of a
now defunct Panamanian law fiénbrought the sheltompany issue to focus, leading to the enactment,
in January 2021, of the Corporate TransparencyoAthie New Yorkelebruary 2023).
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their limited organizational diversity and the comparatively small size of the coalition at
the time(see Figure 6)They sat a letter to the heads of FInCEN, Treasury, and OMB

respectively encouraging them to finalize the CDD rule with the following signatories:

AFL-CIO

American Federation of Teachers (AFT)
Americans for Financial Reform

Fair Share

Financial Accountability and Corporate Transparency (FACT) Coalition
Foundation Earth

Global Financial Integrity

Global Witness

Main Street Alliance

New Rules for Global Finance

Public Citizen

Figure 6: April 4, 2016 FACT Coalition Panama Papers LetterSignatories

These signatories represented labor, environmental, consumer rights, and small business
groups and signaled some broader consensus about the need for greater information
collection and dissemination. Yet absent from the letter were any major businesst inter
groupsthat wouldattract attention and support from Republipafiticians Moreover, the
Panama Papers did not disclose any information that either members of the advocacy or
the policy community had not known or strongly suspected prior to the, i@a¢tgpublic
attention to anonymous shell companies faded by the early summer after the first wave of
reporting by major outlets like th&ashington Posind theNew York Times

What did change, however, was that FinCitisiounced the GTOs in January 2016
andfinalized the CDD rule in May 2016 over four years after it was first proposed. The
Obama administration wanted to demonstrate that it was taking the leaks seriously, and
finalizing the alreadyinished CDD rule was an obvious response. The political

environment around BOT shifted significantly after this padinhot from the media
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attention and public salience driven by the Panama Papers, but from the changing material
interests of key industry groups. Banks now fully understood that greater beneficial
ownership transparency would help them to meet their regulatory obligéitides/iew

1). FACT leadership reached out to key banking industry groups in early summer 2016 to
invite them into the coalition now that their interests arounmmteasingtranspaency
aligned(Interview 2, 6, 11)By the end of the summdfACT now had all three legs of the

stool that that they thought were necessary to obtain a win on®&@lTsociety, financial
institutions, and law enforcement.

Civil Society Policy Entreprenarship & CrossSectoral Coalition ActivitiesExpanding
Active Supporers Neutralizing RemainingOpponents

The banking industry made their preferences publicly known in short order. In
August 2016, The Clearing House Association (which became the Béiok Pstitute
after a merger with the Financial Services Roundtable in July 2018) published a letter in
favor of both Senators Grassley and Leahyos
BOT bills and advocated for any bill to include access to the lxggdedivnership database
for compliance purposes. FACT leveraged this shift from the banking industry into another
round of outreach to unlikely partners. Members of the Kleptocracy Initiative at the
conservativdeaning think tank the Hudson Institute begaoducing research about the
role of anonymous companies in funneling kI
brought the Hudson Institute into the coalition. A letter from 24 small asset managers in
favor of the Senate BOT bill followed in SeptemB@4.6, arguing that a BOT law would
help them to identify risks and to steer companies toward more responsible conduct. These

firms were also looped into coalition activities.

19



Yet the federabtate divide remained and continued to be a main obstacle to
legislation. An anonymous legislative staffer confirmed that nothing was going to happen
around BOT before the end of 2016 despite both policymaker attention from the Panama
Papers and the preference shift from financial institutidsClatchy August 2016).

Delaware would only accept a federal solution that would level the playing field across all

states, as well as limit the direct cost burden on states themselves. On the other hand,

Del awar e 6s sleval tegresentatives begyah éoreaentbeieagvie d as At he be

guyo on these issues within the Democratic c

financial institutions to resolve the impasse. The Senators and Secretary of State from

Delaware thus shifted from opposition to neutrality to actiy®ett over 2016 to 2018s

evidenced through interviews and public lettgngerview 2, 3, 11, 21, 26, 38). Ensuring

that collecting beneficial ownership information would only be a fedeval obligation

rather than a stafevel obligationassuaged majority of the concerns that the federal

government was giving the states an unfunded mandate (Interview 16, 17). Coupled with

seeming i nevitability of policy change at

representatives to want to shape tle¢ais of the law rather than continue to oppose it

outright. Delaware Secretary of State Bullock publicly endorsed a BOT bill in June 2018.
Diversifying the types obusinessnterest grousupportoecamea priority for FACT.

TheB Team a busines$ocusel corporate social responsibility group, workegéosuae

the heads of member multinational corporations to support. BGdy published a letter

in July 2017 signed by the CEOs of six major multinational corporations in favor of BOT.

Two major players frm the petrochemical industry lobbied in favor of BOT with

legislators as wellExxon-Mobil supported BOTto minimize the impact of sanctions
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oversight and compliance costs within their supply chain and to minimize the risk of being
exposed for working wit dictators and corrupt officialDow Chemicabupported BOTo
increase oversight and compliaricem theirsulcontractors andarioussuppliers to verify
the quality and safety of their gogdss well as to minimize their losses from fraud.
Leadershipfom theNational Foreign Trade Coundgilwhich had published a statement
opposing BOT in June 2013y August 2018 reversed course and publicly endorsed BOT.

The most importantadditiors, though,were regulated industry groupbat both
supporéd and actively lobked for BOT. Support from these groups reinforced the
perception omeaningful support coming from the actors that would be most impacted by
the law. The residential real estate professisnahpacted by the GTOs engaged in
advocacy through their associations. Both the National Association of Realtors and the
American Land Title Association signed a May 2019 joint real estate trade association
letter in support of the Corporate Transparency Act of 2019 to lower their coo®lia
burdens, and FACT gained their ongoing participation in the coalition. The banking
industry also activated their lobbying machine in earnest starting in 2018, engaging in an
expensive, highly coordinated campaign with guidance from FACT abbete thg
needed additional support. BPI hired at least three lobbying firms to conduct outreach for
them (Kim 2018). Coalition members involved during this period highlighted the number
of resources and high level of commitment, particularly from the Bank Raoktijyute:

ABPI at this point really decided that t1}

not just writing letters to support. They were actively going and lobbying

Republican members to support it. And the head of the BPI, Greg Baier, was deeply
ard personally invested in this. He used to head AML compliance for JP Morgan,

so AML issues are really in his wheel ho
Republican members directly, and he would talk to him about it at fundraisers, and
he also steppeduphid& ocacy substantially this at t

19



AWith the Bank Policy InstituteéThey were
press. So the thing just escalated wildly. It wasn't just like four or five of us doing
the rounds in Congredi&e it had been for the past two or three years. They were
organizing automated callings and stuff, they would fund lobbying groups, they
were farming out oyeds that PR firms had written to randoms out in key places, in
local press for key senatorsatdsf f 6 (I nterview 12, 21).
Together, these pressures from financial indughgups someresidential real
estategroups and a few major MNCs increased pressurenamy remainingopposing
business interegiroupsto become neutral at minimum. The US Chambf Commerce
shifted from active opposition to neutrality after pressure from central member the Bank
Policy Institute over 2016 to 201erviewsl, 2, 3, 5,23,32). Members on the Chamber
Board were cowed by the threat from some banking industry members that they would pull
out of the capital markets arms of the chamber, taking their substantial funding and
resources along with them. Thakift meant that the remag opposition primarily came
from the National Federation of Independent Businessdsich coordinated a Koch
affiliated small business campaign with claims about privacy and from the American Bar
Association and the alternative investment industrievdf®iequity, hedge funds, etc.)
with claims about high costad risk management issues.
Core coalition members continued to research and draft reports to expand the
evidence base and to bolster the policy arguments for BOT. Key reports included a joint
Glo b al Wi t n e s s Chancithg IGIHow SecetgCompany @wnership is a Risk
to Investors  Beptember 2016 A The Li br arThe E@se ofdForimgoj ect :
Anonymous Companies in the United Statesb y  NeaFch 2019nOmiiThe House: How
Anonymous Cmpanies Are Used To Launder Money In U.S. Real Estatdboy G| o b al

Witness inSeptember2020 and AThe Future of Beneficial O

in December 20200ther evidence countered narratives from the opposing coalition about
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the high cost$o business and the threats to privacy from a BOT law. For instance, a 2016
EY study found that 91 percent of business owners think it is important to know the
beneficial owners of a company, and a 2018 Small Business Majority poll showed that 77
percentof small business owners in the US supported a BOTRaatet and Hays 2023)
These studies reinforced the variety of issimegactedby anonymous companies and
counteredNFIB narratives of strong opposition from small business owners.

CrossSectoral Coadtion Activities and Strange Coalition Attribution: Attracting
Republican Support foBOT Adoption

The new busines&w enforcementivil societycoalition now not only had greater
ability to push forward their priorities, but also to prevent policy aue® they did not
want. In summer 2018, the FACT Coalition prevented a broader AML reform bill from
coming out of committee when one of the committee members had BOT removed from the
draft bill, signalf(intengewtl? B, 38)Dhaylfound adalittoda st r e n ¢
support from the Faternal Order of Policetkill the bill when BOT was removed as well
(Interview 1) This victory against an incomplete piece of legislation solidified emerging
bipartisan support and increased confidence witlmngress that a BOT law would happen
(Interview 18, 38)Law enforcement groups that had been lobbying in parallel to FACT
since the early 2010s increased their activity as well. The National Fraternal Order of Police
and National De f eation kad favoredtiherbd hub rad ndtspeoaded
lobbying resources consistently to the coalition directly until around 2018 (Interview 18,
35). With all members of this strange coalitioh civil society, business, and law
enforcemennot only agreeing othe same policy position, but also devoting considerable
resources to lobby for BOT, more Congressmembers believed that they law would likely

be adopted before the end of the Trump administration.
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On the other side, industry groups in law, accounting, éndaigds, private equity
and others that had successfully exempted themselves from th@ ib#AML reforms
and continued to avoid rules to collect customer due diligence information persisted in
lobbying against the BOT law. Th&merican Instituteof Cerified Public Accountants
hired three different lobbying firms, Koch Companies Public Sector hired two firms, and

the National Venture Capital Association hired one firm to lobby on their behd&OT

and related financial regulation issy&sm 2018). Thg at t empt ed t o i nser

into the legislation (Interview 23) and sometimes succeeded, such as expanding the number
entity types exempted from having to report beneficial owner information and killing a
provision in the broader AML reform paclkaghat would require more professions to
collect customer due diligence information. Yet with public, vocal support from key
industry, trade, and professional association interest groups who had opposed BOT prior
to 2016, passing a standalone BOT law bexarareasingly likely

The first BOT bill to move out of committee did so in summer 2019]atgelyto
support from several actotisat would have been unthinkable a few years befarther
right members of the Republican caucus and dnagtking membexr of the Trump
administration. Tom Cotton and Marco Rubio endorsed BOT for its national security
implicationsand because the business community was now onboard, bedoeying
sponsoron later iterations of the bill (Interview 1, 2, 3, 9, 32). Treasbegretary Steve
Mnuchin supported a BOT law as well and made several public statements about the
subject (Interview 17, 18, 21, 32). His primary concern was whether to heed the interests
of the bank and credit union industry associatioi® wanted costutting measures

sooner rather than latesr to push for a more comprehensive BOT law that would appeal
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to international allies like the UK (Interview 7). The Corporate Transparency Act of 2019

ultimately went to a House floor vote in October 2019. FACTeddpat the Trump White

House wouldout outafi st at e me nt ioodolicy@d minn issutpmpaptiotto of t he

the vote, but it was not published until after the House floor vote had already stanigd

less positive about than the draft had beemitjet before (Interview 17, 21). While high

level Republican support helped to persuade many remaining opposers, the bill did not
survive a floor vote.

Although the crossectoral coalition had weakened the opposition and was able to
limit their influenceover many detailtn the final bill, they realized they lacked political
support to pass BOT as a standalone piece of legislation. RaMt&T,proposed including
BOT as part of a wider muglass legislative package, such as the annual budget bill.
Congressmembersaligned with the coalition ended up inserting BOT into a broader 2019
AML reform bill and then as part of the annual mpass national defense spending bill in
summer 2020 (Interviews 1, 17, 35). These two moves linked BOT to a broadly favorable
area of national security issues, giving legislators greater political cover to pass BOT
without having to state their explicit support for it. While hashing out the final details of
the Corporate Transparency Act almost led to it being pulled from feestespending
bill, negotiators in the House and Senate were able to reach an agreement that worked for
most. TheActb ecame | aw on January 1, 2021, after
veto in December 2020.

US Case Summary
To review, Senator Levintried and failedto pass a BOT lawas apolicy

entrepreneur several times from the fA@D0s through the mid010s. This failure is
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attributed to a lack of both industgroup support and civil societgroup advocacy for
BOT. The FACT Coalitiorformed in the early 2010s to advocated for B@d engaged
in longterm policy entrepreneurship by issue reframing, coalition building, and
coordinating strategy both before and after they receorggbing funding. Coalition
building amag likeminded or politically similar groups, howeverasless effective at
convincing policymakergo going against thdargely unified preferences dfusiness
interest groups. First obtaining support from small business associationsedgoéated
financial institution and title insuregroups then large business associations, FACT
integrated these groups i nDOtoday. Colettiveynge <c o0 a
this new crossectoral coalition weakened the opposition and accumulated greater
influence over the policy procesdut only after changes to information collection rules
changed the material intersstf banking and real estatedustry groupsThis growing
coalition size and diversitgnabled FACT to overcome the remaining oppositiom the
well-resourced alternative investments industries and the legal profession.
Canada Waiting for Civil Society Policy Entrepreneurship

Like the UK, Canada had implemented comparatively expansive AML reforms
mandating the collection of customer due diligence information from many industries after
9/11. However, because of its smaller population, Canada had dewvesociety groups
working on anticorruption, money laundering, and tax transparency issues in this period.
While these groups had individually made some connections between anonymous
companies and natural resources, development, and corruption issues, no group had
prioritized BOT for a policy campaign. It was not until after the Panama Papers that

Canadians for Tax Fairness, Transparency Internat{@giCanada, and Publish What
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You Pay(PWYP)Canada banded together to launch the #endsnowwashing campaign to
push for the adoptioof a BOT law.

This coalition engaged in many of the same activities as their British and American
counterparts. They reframed the issues to increase their salience among policymakers,
produced research to aid in reframing and contributing evidencee tpaiicymaking
process, met with usual allies, participated in government consultations and working
groups, and other related activitiekowever, they recognized that the most effective form
of entrepreneurship they could undertake was integrating basgresips into their
coalition, particularly regulated industry groups that could lower their costs with greater
transparencyThis crosssectoral coalition galvanized quickly and was able to dampen
much of the opposition from within the business departnar from remaining
unregulated interest groups around passing a BOT law. They were further aided by changes
at the provincial level, with both British Columbia and Quebec adopting versions of a BOT
register. Through this case studwyrguethat a CanadimBOT lawhas beemlelayed due
to the absence of policy entrepreneurship from civil society groups. Although the country
had similarly broad AML laws as the UK and had latent support for greater transparency
from regulated industry groups, policymaking $ied without civil society
entrepreneurshigctivities arounaorporate transparency.

No Civil Society Policy Entrepreneurship: Extractivéisdustry over Money Laundering

Canada entered the 2010s with corrupéierhighly salient issue among the public
due to several major domestic scandals related to corruption and taxation. Canada Uncut
a global grassrootsmovement around ending tax avoidance by corporations and the

wealthy with chapters in the US, UK, and Aadit i focused on austerity measures and
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cuts to public services in the wake of the global financial crisis. This decentralized mass
movement primarily engaged in outsider advocacy tactics like protests and demonstrations
demanding increased taxation ompmrations and the wealthy (Christians 2012, 298). But
Uncut Canadads activities died out by early
around these issueBhe Charbonneau Commissiorg@ernmentnquiry into corruption
around public construan contracts and the role of organized crime in the construction
industry in Quebec, began in October 2011 and stretched on for four years. When the
commission ended in November 2015, their findings led to theghigfiie convictions of
the mayors of Momeal and Laval. Neither afiese grassroots or governméad initiatives
made a clear connection to the role of anonymous companies in enabling these types of
illicit activities though.

Despite this increased public saliermfetax transparency and cortign issues
prior to 2016, there was relatively little discussion of BOT in Canada at either the provincial
or the federal level to suggest political momentum around the idsevember 2011
Department of Finance consultation paper suggested requigntpted entities to take
reasonable measures to collect and to verify beneficial ownership information. The report
also included BOT as a suggested policy measure despite opposing testimony from KPMG
Forensics, while testimony from Global Financial Intggbiefore the Standing Committee
on Finance in the House of Commons in February 2013 argued in favor of BOT. A March
2013 Senate Committee review of the AML/CFT act included a submission from the
Canadian Bar Association reitarag the claim that the leg@rofession should be exempt
from the rules and discussion the high costs of collecting and verifying beneficial

ownership information. A followup Department of Finance money laundering assessment

19



in July 2015 again stated that a lack of wider collegtigrification, and sharing of
beneficial ownership information was a key gap in the Canadian AML regime.

Yet these parliamentary and governmental discussions trahstafewconcrete
policy commitments from thgovernmentThe 2014 AML law didequireregulated firms
to collect beneficial ownership information similar to the US GTOs and CDD rules. On the
other handnone ofCanaé G0$P Action Plang the 2010€ommittedto adopting &80T
law. Without signals from civil society groups to make conceetfadrt to press the issue
with government or active consideration of BOT by the federal government, regulated
industry groups did not use their resources to lobby on the issue.

Proposals for a BOT law also ran into issues related to federalism. UnlikkSthe
where all incorporations occur at the state level, corporate entities in Canada can choose
whether to incorporate at the provincial or the federal level. The majority of individuals
choose to incorporate provincially rather than federally becausktladliobusiness occurs
within one provinceandis cheaper to doYet this distinction means that like the US,
reaching a consensus with the provinces about setting up both federal and prtaxetial
BOT registers without the requisite financial suppfsdm the federal government
presented geriousobstacle to passing a BOT law. For instance, the Conservative Harper
government supported PM Cameronés call for
did not make a formal commitment to adopting a public BOT regafterwards He
argued that furtheconsultation with the provinces was needed before any concrete
legislative proposals could come forward (Fekete 2013a, 20TBB)provinces did not

take up these consultationstil the late 2010s.
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There was policy momentum, however, around increasagsparency in the
extractives industry. Because natur al resou
economic output after government services, members of the public and civil society groups
alike advocated for greater disclosure. A collective of nagtxesourcesocused groups
including MiningWatch, IMPACT, andPYWP Canada developed and led a successful
campaign to increase transparency in the petrochemical industry during the early 2010s.
These groups realized that the global Extractives Industagsparency Initiative (EITI)
that the Canadian government had signed onto as -@indimg soft law commitment
would not translate into policy change without pressure from domestic interest groups.
Engaging with industry groups was central to this campawgth PWYP Canada
convening a multstakeholder Resource Revenue Transparency Working Group whose
negotiationsand subsequent lobbyingpntributed substantially to the final law (Van
Alstine 2014; Ciupa and Zalik 2020). The Canadian government adoptéctiiaetive
Sector Transparency Measures AcDecember 201thatwent into effect in June 2015.

The lawrequires miningoil, andgas entities to disclose and report specific payments made
to any level of government in Canadadamternationally Similar to the previous
corruptionscandals, though, policymakers and advocates did not consistently make the
connection between anonymous comparges;uption and tax avoidance in making the
case for greater extractives transparency.

Parallel to these effort® increase extractives transparency, the Department of
Finance and Senate Banking Committees continued to hold hearings and produce reports
about incremental policy changes and recommendations for the Canadian AML regime. A

Department of Finance propodabm November 2011 suggested that reporting entities
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should be required to report BOT information. Subsequent hearings in February and March
2012 before th&enate Committee on Banking, Trade, and Commekiewed thenewest

draft PMLCFTA which proposedequiring that regulated entities verify the beneficial
ownership information they collect. Progress stalled for a yeamatiruary 2018earings

before the Standing Committee on Finaabeut tax evasignncluding discussiombout

how lack of knowledg of beneficial owners enables the prohlebheir May 2013
summary report recommended a requirement to collect this informa&tsreport was
quickly followed by a March 2018enate Committee on Banking, Trade, and Commerce
report on how Canadsadmadelittle progress on itglobal AML/CFT obligations.

Notably, most of the civil society groups providing input to these consultations
about BOT were not Canadidrased. Representatives from Global Financial Integrity and
the Tax Justice Networfkom the USand the UKprovided key testimongrguing in favor
of aCanadiarBOT law. The Halifax Initiative, ivil society groughat sought to increase
transparency and accountability for international financial institutions that went defunct in
2015, was the only major Canadian group publicly invited to testify and commented on
BOT. This comparative lack of domestic policy exerreflects how few interest groups
were working on tax justice and actrruption reforms in Canada during this period.

The extractives coalition did try to leverage their win on extractives transparency
for a wider BOT commi t aldctidnplanaDespitesuppbafors OGP
including BOT from PWYRCanadathe Global Organization of Parliamentarians Against
Corruption, Partnership Africa Canada, MiningWatch Canada, InterPARIES,
Canadians for Tax Fairneghe government ultimately did himclude itthe 20122014,

20142016, or the 2012018 plans Taken together, these policy moves suggest little

20



political interest or willingness amonlyiPs or bureaucrats to engage ipolitical
entrepreneurship around corporate transparency.

In summary, Bhough Canada hadivil society advocacy and some government
action taken around natural resources transparency, BOT was not a meaningful part of this
agenda.Some policy discussions had started to connect development, foreign aid, tax
evasion, and corrtion with BOT, but none had resulted in a concrete action plan for
pursuing policy change from civil society groups (Interview Fyrthermore, this
conversation largely wadriven by US and Ukbased civil society groups rather than
Canadiangroups Asidefrom a December 2015 report from Canadians for Tax Fairness
report referencing a lack of beneficial ownership information as facilitating tax evasion and
making tax enforcement more difficult, ovil society groups had decided to engage in
entrepreneutsp activities around BOT. Therefore, although regulated industry groups had
an interest in greater transparency to lower their compliance burden, there were no
Canadian civil society groups making the case for greater transparency and giving industry
groups an opportunity to lobby for stronger regulatiom coalition

Civil Society Policy Entrepreneurshipand CrossSectoral Coalition Activities
#endsnowwashing Builds &ivil SocietyCoalition

The Panama Papdesaksdid not translate into any immedigielicy changes from
the Canadian government, but the disclosures did highlight the wide array of issues
impacted by anonymous companies and lead to greater enforcement actions for existing
laws. Reporting from th&anadian Broadcasting Corporatioand theToronto Star
underscored the role of anonymous companies in fueling rising housing prices from foreign
buyers, an increasing number of Chinese investments made with suspicious funds, tax

avoidance by MNCs, and a host of other issues. Shortly iigeteaks, arunnamed
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Canadian bank was fined over $1 million for failing to report a suspicious transaction and
various money transfers right after the lee®BC 2016) The Canadian Revenue Agency
began using the data to recover taxes from some ofahadians identified in the papers.

Yet public attention and electoral pressure on policymakers had faded around these issues
by summer 2016 like in the US and UK.

Unlike the global financial crisis several years prior, the Panama Papers leaks
alteredc i vi | S 0 cperedption of theo pogsibilily to organize around BOT as a
standalone issue (Interview 28, 31). Althoadbw Canadiarmivil society group$iad keen
working on tax justice and transparency issues prior to the leaks, they had not coordinated
their efforts into creating a formal coalition or campaign. The initial policymaker attention
to the leaks, combined with the multitude of problems that coailltidlol to anonymous
companiestevealedhe possibility of organizing a policy campaign around BOT. The start
of the #endsnowwashing coalitipncomprised of PWYP Canadd,l-Canada, and
Canadians for Tax Fairness, began with a letter to the finance ameégsisninisters in
December 201@see Figure 7)This letter already captured a diverse ciession of
interest groupsepresentindgax justice, labor, natural resourcasdhuman rightissues
that understood the issue from the Canadian extractivesaggmeor from the evidence
provided by the US and UK campaigesated to their issue are€khe variety of signatories
suggests that the core coalition members had already begun to reframe the issues and to
build relationships among their usual allies tgnsil consensus around BOT for
policymakersTI-Canada hadlsoreceived a small grant from a large funder to finance a
reportinvestigating issues results from a lack of beneficial ownership information by the

end of 2016butnot fora full domestic polig campaign.
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Above Ground Natural Resource Governance Institute
Association of Canadian Financial Officers Ontario Open Data Advocacy Coalition

Canadian Labour Congress OpenConcept Consulting Inc.
Canadians For Tax Fairness Open Data Institute Toronto
Centre for Law and Democracy Open Data Institute Ottawa

David Eaves, Harvard Kennedy School Open North

Engineers Without Borders Partnership Africa Canada
Financial Transparency Coalition Powered by Data

Global Witness Publish What You Pay-Canada
Human Rights Watch Transparency International Canada
Inter Pares UNITE HERE Canada

Mining Watch Canada
Figure 7: December 2018Canadian Coalition Letter Signatories

Still, there were few other interest growjiscussindOT at the time. Adam Ross,
TI-Canadaods benef i ci aclaimedthatiefriswvhe py e ®rsaagher we
onyones tal king about b e duenga publiapanebimOctebers hi p i n
2022.To increase dedicatedngoing advocacy activitifsom other interest groupshe
three core coalition members decided to model their campaign on the successttiVestr
industry transparency campaign led by PWYP Canada a few years prior. Like the US and
UK BOT and the PWYP campaigns, the coalition would rely on a division of labor among
one another based on access to other interest groups, financial resouleéteawaad
relevant expertise (Interview 39). They also recognized that they would need government,
industry, and civil society interest groups on the same side of the issue and coordinating
together to achieve success. But thiist round outreach to idustry groups and
policymakers lead to little meaningful engagement; although a BOT law would reduce
agency duplication ana\Wer overall costs for regulated industriee industry groups or
politicians seemdwilling to spend the political capital on(interview 34).

The coalition eventually obtained funding from the Open Society Foundation in fall

2017 to expand their activitiesBefore then, however, they borrowed the term
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fisnowwashing f r om a Jlaronio Stararticl@ td daime their campaigmd to
underscore the misuse of CanadaoMl-Canadd er nat i
also released its first BOfbcused report in December 2016, with coalition foHopv
reports in December 2017, March 2019, May 2020, and JanuaryeXjigttivel. Making
reports public, even if there was little media or policymaker interest when they were first
published, meant the coalition had the necessary evidence base ready to go to make the
argument to different stakeholders in the future (Interview 39ptAsr media members
became more educated BOT, they began to dive into different aspects of the issue and
conduct more irdepth reporting compared to the original Panama Papers reporting,
partially wusing the coal i tintervielvs4, 44p ss@ar ch as
reframing alongside media and policymaker education gave the coadmr of the
necessary tools to try to convince policymakers to care about BOT.

Yet obtaining a firm commitment from Pri
initiate a government consultation for a BOT law proved difficult. In December 2017,
finance ministers from all of the provinces announced th&ntions to commit to BOT
register They did not announce a commitment to public registers, but rather pledged to
have regulated entities collect and hold information on request to be made available to
government authorities. Both provincial and federal finance bureaucrats did nibtateel
Canada had to go beyond the international FATF standards by adopting arguibtier.
Some industry groups | i ke the Canameassan Bank:
releasepr ai sing the ministerséd statemenat, signa
least somdacking from some industry actors. But this statema&hidt mean that the

issue was salient for most policymakers. February 2018 reporting fromotbato Star
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f o u n d hdrehsaso littld tirgency around the issue that when the conversation turns to
collectingbeneficialownershipinformation, provinciaministers take bathroom breads

Figuring out ways to increase issue salience among policymakers became the
coalitionbs top priority. I n MarroumdtaBl® 1 8, t he
discussionsvith private sector stakeholders abthe technical considerations needed for
a public, parCanadian BOT registry. Hosting a public event with cisssoral
participation was intended to signal to the government that there was wider consensus
around thassue. When taking meetings with Mgyl society coalition members often
found that many could not wrap their head around the problems and the risks generated by
anonymous shell companies. As a result, coalition members would use hockey bags full of
cas videos to shock and awe policymakers and potential coalition members alike into
understanding why it was important (Interview 39). The coalition also relied on the
complementary expertise among its membership, from former corporate lawyers to tax
justiceactivists to law enforcement, to generate evidericeoney laundering in different
sectordo persuade policymakers.

Outside reports helped to make the case as well. Peter German, a former high
ranking RCMP member turned private consultgmiplisheda report about money
laundering in British Columbia casinos March 2018to highlight how anonymous
companies enabled by accountants, lawyers, canporateformation agents facilitated
cash flows. This report received substantial reporting and some ptibhti@an. In May
2019, British Columbia announced the formation of the Cullen Commission to investigate
all forms of money laundering through the province and to make recommendations based

on the results of the investigation. The final report publishellime 2022 and supported
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the creatiorof a centralized public beneficial ownership registry. Both sets of inquiries
generated minor domestic scandals that galvanized policymaker attention to anonymous
companies and money laundering, even if they did ndaisugublic attentioroutside of

their respective provinces for loffigppterview 33).

These issue reframing and relationship building efforts were aided by the
government 6s broader AML pol i cyCiviiseoletyew over
groups participated in government hearings and working groupsl allowed thento
identify any industry group supporters and opposers they hagetebcountered. When
the draft AML amendment regulations were released in June 2018, the coalition used them
as an opportuty to discuss the benefits of increasing transparency to lower regulatory
costswith regulated industry groups

Limited momentum at the federal level was assisted by policy consultations and
changes at the provincial level, which were arguably more caaségl because the vast
majority of incorporations occur within the provinces. Furthermore, these changes
occurred in two of the most economically important provinces of Quebec and British
Columbia. InMarch 2019 Quebec included a pledge to strengthapaate transparency
in its annual budget; the province followed through on this commitment by announcing a
consultation inOctober 2019The coalition worked to ensure that both industry and civil
society groups came out publicly in favor of BOT in sulingtcomments for the Quebec
consultation (Interview 32). Thilarch 2020budget included a public, searchable, free
BOT register as part of its existing corporate register.

Similarly, in April 2019 British Columbia passed the Land Ownership

Transparency #ét that required all property owners to publicly disclose beneficial
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ownership information in response to reporting about money laundering through BC real
estate that went live iNovember 2020This law was followed by a consultation for a BOT
register inJanuary 2020 Taken together, this consistent provindelel momentum
around passing BOT laws with free public registries increased pressure drudeau
government to adopt a fedetalel law and to facilitate harmonization across the
provincesThese provincial shifts meant theppposing BOT outright was no longer feasible

for unregulated busineggoups, so they shifted toward shaping the specific details of any
proposed legislation (Interview 28, 31, 43).

The <coalitionbs gr acacy alsp leé topF€anada srel and
Canadians for Tax Fairness being invited to provide feedback on a related corporations bill
that would requirgprivate companies registered at the federal level to keep and maintain a
registry ofindividuals with significantontrol This bill was passed in December 2018 and
went into effect in June 2019, although the coalition sent a falijpwetter encouraging
the government to go even further and includee@, public, parCanadian BOT register
in the federal budget. Now that the issues were more salient to policymakers, the federal
government included amendments to make federally incorporated beneficial ownership
information more available to tax authorities and law enforcement in its 2018tbudg

In summary, #endsnowwaskiactivelyreframed issuegoordinated strategynd
built a coalition consistent with the activities of policy entrepreneurdhipy discussed
issues ranging from taxation to real estate to corrupgboRopportunities athe provincial
and federal level to insert BOT onto the policy agenda, and sbogtivil society and

regulated industrgroup allies to grow their capacity to access and persuade policymakers
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to support BOTSupport from regulated industry groupscane especially critical in the
later stages of the campaign
CrossSectoral Coalition Activities: Persuading Regulated Industry Groups to Lobby
These provincialevel changes were coupled with increased outreach from
members of the civil society coalition industry groups. Advocates initiated discussions
with regulated industry groups meal estate, accounting, law, banking, money services
businesses, andeveral other interest groups throughout 20I8ese groups largely
supported BOT, but their willinggss to lobby the governmeint line with the coalition
varied. The banking and insurance industries made few clear public statements in support,
such as a May 2019 banking association consultation comment supporting a public BOT
register, while the Federah of Law Societies publicly voiced their support in contrast to
the bar associations. The real estate and legal professions specifically sought access to the
registry in the evernthey were forced to condu@DD, with the powerful Ontario Real
Estate Assciation eventually voicing its suppoifthe #endsnowwashing coalition did
ensure thathey coordinatéwith regulated industry groups submitsupportive comments
in provinciatlevel consultationduring this period(Interview 31, 38).Finally, small
budness interest groups were neutral on the issue and engaged in limited lobbying.
Perceptions among small business group members of the reporting process being tedious
declined the longer they had been complying, but many were still concerned about privacy
and fraud risks (Interview 43yVith additional support from the RCMP onboard and the
broader law enforcement and national security communities, the same civil society

businesdaw enforcementrifectacame together in Canada by late 2019.
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Still, similar o the UK, business department bureaucrats continued to oppose calls
for BOT, in contrast to support from finance bureaucrats focused on AML compliance and
law enforcement within Canada (Interview 28, 33,42). Business ministers feared that
requiring BOI would make Canada a less busiAegndly destination and lower their
ranking on the Ease of Doing Business Index from the World Bank, as well as lead to push
back from the small business community (Interview 42). Others attributed the opposition
to a snall-c conservative mindset among government bureaucrats, who are more concerned
about career security and advancement rather than pushing forward reform agendas
(Interview 33). These internal government divisions decreased the likelihood that PM
Trudeau would take federal action on BOT.

The coalition sought to overcome this division between the finance and business
departments through their advocacy tactics. They knew that the Open Government
Partnership Summit ebosted by Canada in May 2019 would be aci@l event for
increasing policymaker issue salience, getting interest groups to publicly support BOT, and
putting pressure on opposing bureaucrats. The coalition hosted a series of panels on BOT
throughout the summit, and although it had not been atgrior the Canadian government
at its start, by the end of the summit was one of the top issues mentioned by attendees.
These panels brought together senior bureaucrats from provinces and the federal
government to brief them on the issues and alloweddhétion to push back on claims
about the negative impacts to businesses as well (Interview 31, 39).

Strange Coalition Attribution:#endsnowwashing i$oo Large and Diverse to Ignore

These mutually reinforcing pressures from the csmsoral #endsnowwashing

coalition and from provincialkevel policy changes produced federal recognition. Prime
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Minister Trudeaucould no longer ignore calls for greater transparency coming from
usually gposing sectors. Hgave mandates to both tHaance ministerand the
Innovation, Science, and Industnynisterto proceed with BOT consultations in December
2019. Thelatter department moved quickly and announceahaounces consultation on
federal BOTregisterin February 2020. Members from across the coalition submitted
comments to the governmelut the start of the coronavirus pandemic put BOT on the
backburner for several months as the government responded to the crisis. In the interim,
finance minsterBill Morneau resigned in August 2020 as part of the fallout from the WE
Charity scandalDeputy Rime MinisterChrystia Freeland was appointed in his plake

a former investigative journalist familiar withhoney launderingssues, there was now a
high-ranking government officiah placewho strongly supported passing a BOT law with

a free public registry. She pushed back against senior bureaucrats in several departments
to movethe consultation proce$srward during thecoronavirugpandemic.

An added final push in favor of BOT came from another extension of AML due
diligence requirements to casinos, real estate agents, accountants, and a few other
professions starting in June 2021. Although these rules did not take effect until after the
governmenthad committed to adopting a BOT register, they increased the number of
industry groupsthat would benefit from greater information disseminataweringtheir
compliance costs. The proposed register would be interoperable across provinces and
require dad verification to maximize its utility to businesses and law enforceaiet
IncludingaBOT commitment n Canadadés 2021 budget from PN
insul ated the proposal from opposition fron

Innovatin, Science, and Economic Development (ISED) who opposed BOT. The
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government ultimately accelerated its initial commitment to adopting a BOT register by
2025 to 2023 in the wake of the Russian invasion of Ukraine in its 2022 budget. The ISED
minister published draft BOT legislation iklarch 2023including a free, public, central
registry that verifies beneficial ownership informatidine draft bill passed the House in
June 2023 for a vote by the Senate and likely Royal Assent in September 2023.
Canadan Case Summary

To review the #endsnowwashing coalition engaged in a range of policy
entrepreneurship activities oversavenyear period to pass a BOT law. They produced
research across several related issue areas to educate other stakeholdersdconduct
outreach to a wide range of interest grogparticularly regulated industry groupsnd
sought access to key policymakers to build a consensus in faad8©OTf law Together
these activities and brodmhsed interest group support pressured PM Trutieadopt a
BOT law. The Canadian case also underscores a lack of policy entrepreneurship from the
side of industry groups in pushing for greater corporate transparency without prior civil
society leadership. Regulated industry groups did not become ehigagédvocating for
BOT until the civil society coalition existed and solicited their support. These shifts in
policy entrepreneurship moreso than information collection rules capture parallel
demonstrations of the theory in the US, UK, and Canadian achesgste somewhat
different sequences of events, with industry groups needing a material incentive and
political Aficovero from civil society groups
Australia: The Failure of Civil Society Groupsto Build a Cross-Sectoral Coalition

Unlike the British, American, and Canadian cases, the Australian case is marked

by therelativeabsencef evidence of policy entrepreneurship activities from civil society
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groups, much less industry groups or individual policymakKirs. global financial crisis

and the Panama Papers attracted some policymaker and public attention to tax transparency
and AML issues but littlgpublic pressure to follow through on these commitmesiteh

as not implementing the Tranche Il reforms that Mdwave broadened the information
collection rules to more industries. Civil society groups like Transparency International
(ThH-Australia and Publish What You P4lPWYP) Australia engaged in some issue
reframing and coalition building around BOT, yet heit group sought to engage in a
dedicated campaigaround BOT. Fewer industry groups supported BOT, and even fewer
were willingto lobby in favor oflegislation.Green MP PetéWhishrWilson was the only
legislator who could be considered a policy champion for BOT during the late 2010s, but
he was not a member of the majority. Members of the government and in the bureaucracy
stonewalled the 2017 consultation and recommendation preoassife Treasury as well.
Thenew government underife MinisterAlbanese initiated a new BOT consultation
November 2022, but it has not made a commitment to adopting d &Egue that the
comparatively narrow AML information collection rules comlangith theinability of

civil society groups to build a coalition wittegulated industrgroupshas hindered the
adoption of a BOT law in Australia.

Limited Civil Society Policy EntrepreneurshipExtractives Industry and MNC Tax
AvoidanceAdvocacy Over Mpey Laundering

The Australian government had announced the postponement and eventual
abandonment of its Tranche Il reforms to include lawyers, accountants, and real estate
agents under the AML regime by 2011. Seeing little forward progress on the AML file
civil society groups pivoted toward extractives transparency and CBCR as their primary

focus, | eaning on the public salience of
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tax avoidance by multinational corporations. For the government, captugatggtax

revenue after the global financial crisis to minimize public backlash from ongoing austerity
measures became the priority. This public attention culminatedJilya20l14scandal

where future PM Malcolm Tur nbwel If umalss 0a d¢ chu aud
Cayman Islands entity. Some civil society groups tried to maintain public salience around
corporate tax transparency. A TIN Australia and United Voice report in September 2014

railed on how little corporate tax major Australian MNCs pagton 2014; Aston and

Wilkins 2014). followed byFebruary 201Beporting of further shifting by wealthy families

and MNCs alike of taxes to Singapore and Hong Ktitadem2015).

Yet this mediareporting generated an uneven political and policy respdriee.
grassrootdAustralia Uncutchapter started in 2011 and engaged iranaoff advocacy
around both the Turnbull and MNC tax scandals through 2014 and 2015. But this chapter
stopped staging public protests, submitting consultation comments, and Sging
petitions by 2017. In a study comparing tax justice issue framing and contentious political
action during the late 2000s and first half of the 2010s, Vaughan (2019) finds that
international tax justice claims were largely absent from Australiananfeatn 2008 to
2013 (744). He also finds that there were no significant levels of protest in Australia during
this period, signaling public issue salience yet little tangible voter pressure on politicians
to address these issues (746). This conclusiomppasted bythe failure ofproposed
legislation to increaseorporatetax transparencthat wouldhave exemptedround 1,000
Australianrowned private companies after claintisat wealthy owners could face
kidnapping threatgHurst 2015) Public pressure put on the Liberal coalition Abbott

government was insufficient to lead to policy change.
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There was similarly little change and
December 2013, the Attorney General and AUSTRAC launched of first statatoeyvr
of the AMLCTF regime that concluded in 2016 with strong disapproval of the current
regime. Some minor amendments to the AMLCFT Act did come into force in June 2014
before the end of the review period. Reporting entities were now obliged to idemify a
verify not just their customers, but any beneficial owners of a customer (corporate or trust).
It also included a definition of a beneficial owner as the natural persons who ultimately
own or control the customer (whether directly or indirectly). Howetlee Tranche Il
reforms were not included in this package despite civil society groeaping forits
inclusion. Parallel to these domestic changes, Australia held the presidency of the G20
when its members agreed to the G20 High Level Principles oniBOIbvember 2014.
Australia agreed to this nonbinding international commitment alongside the UK, US,
Canada, and many other G20 memlaarpart of its ongoing AML review

Agreeing to the G20 Principles did not translate into immediate policymaking
actionbutthe devel opment o f Australi afteedani r st
opportunity for civil society groups to put BOT on the agerl/YP Australiaas a
coalition of around 30 humanitarian, faith, environmental, researcdnd union
organizationshad primarily conducted advocacy around CBCR and extractives Yriber
payments during this period. Thesubmitteda comment about the draft OGP plan,
suggesting that the government should commit taulligly accessible centrdBOT
registry The 201618 National Action Plan did include a commitment to host a cross
sectoral consultation on thketails, scopeand implementation of a beneficial ownership

register for companidbhat would be made available to the relevant authorities. The Liberal
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Coalition Turnbll governmeni who took over from the Abbott government in September
2015 after political fallout from the austerity measures and other political scandals
promised that they would have a set of recommendations by the end of 2017.

Nevertheless, similato the Canadian case, there were no civil society groups
engaging in consistepblicy entrepreneurship activities around BOT to make the case for
greater corporate transparency in the first half of the 2010s. According to current and
historicalversionsof their websites, FAustralia, TIN Australia, and PWYP Australia did
not produce policy reports, fact sheets, or other pdlting advocacy material about BOT
prior to their consultation submissions in 2017 (the only exce@i®WYPAust r al i ad s
OGP sibmission). Civil societgroupsprioritizedadvocacy aroundigher public salience
issuesthe extractives industry and taxation of MNGQdltimately the absence of industry
group support and the governmentds | imited

prioritizing these issues less attractive to civil society groups.

Limited Civil Society Policy Entrepreneurshipnd CrossSectoral Coalition Actrities
Civil Society Groupg-ind Few Resources and Few Allies

Public attention toward BOT was briefly raised by #@nama Papers in April
2016. As an immediate responB&] Turnbull promised that his governmewmbuld create
a public BOT registein the coming years a few weeks ahead of the UK hosting an
international anticorruption summit. This promise was complemented by a similar
commitment by the theResources Ministedosh Frydenbergo implement the EITI
standards around extractives industry tpamency around this time.h& Treasury

eventually initiated @onsultatiorabout increasing the beneficial ownership of companies

8 Australiamaybecomethe first country in the world to implemeapublic CBCRlaw when Parliament
votes on a bill in June 2023
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in February 201,7with TI-Australia, TIN Australia, PWYP Australia, and Action Aid
Australia all submitting standalone comneeimt favor of a central public registry.

Some of these civil society groups benefitted from having some existing cross
sectoral membership. For example, PWYP Australia represents faith, environmental, and
human rights groups, which allows them to both destrate broad support for &sue
and to draw on different skills, expertise, and voices when needed with policymakers. Tl
Australia has a corporate membership program and regularly meets with these partners to
discuss policy issues. Between these foaugs, they coordinate significantly on their
government relations: information sharing, lobbying, finding friendly legislators who
might become policy championm Parliament longterm strategizing, and so on
(Interview 17).These complementary strengtitsould have offered powerful resources
similar to the UK, US, and Canadiarterest grougoalitions.

However, thesec i v i | S 0 c comments lgdr to little other meaningful
advocacy or crossectoral coalitiorbuilding activities around BOTResearclproduction
and issue reframing comprised the two most common activities among engaged civil
society groups. FAustralia published a position pape@pril 2019, along with additional
fact sheets in April 2021 and their consultation submissiom fAugust 2021. The only
other materials they have produced include an infrastructure piecdtitgra02l1and an
October 202%esponse to the Pandora Papers. PWYP Australia published an oil, gas, and
mining report in July 2020 calling out the industryastwho support and oppose BOT.
These groups funneled their research to the media and offered their input as policy experts

as these issues arose in the news. Compared to their counterparts in the UK, US, and
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Canada, Australian civil society groups prodiioguch less evidence to makeonvincing
policy case domestically.

Sustaining public attention toward these issues proved difficult as well since these
civil society groups found it difficult to come up with short, compelling narratives for a
public audience. They recognized that BOT was a niche, technocratic issueadigait m
more difficult to articulate the concrete material impacts of anonymous companies without
reference to scandals, court cases, fines, or jail time. An ABC artiélebdruary 2018
examined criminal money laundering though Australian real estate, &ydney Morning
Herald in August 2019 connected BOT to criminal money laundering through casinos.
Several reports in November 2021 emphasized how illicit financial flows can increase
residential real estate prices. These articles exemplify the few iastaheceporting after
the Panama Papers and attempts to raise piddice salience around anonymous
companiesYet like the other three country cases, no grassroots movement around BOT
materialized from efforts to increase puldiwareness

Anotherkeyasect of these groups6é advocacy
the OGP representatives in Australia to push for BOT in the oil, gas, and mining sectors
specifically. Although media reporting often focused on money laundering through
Australian casinosral real estate, the natural resources sector is one of the largest in the
country and haslanghistory of illicit financial flows. They engaged with federal ministers
in the finance and natural resources departments, met with opposition politicians from
Labor and the Greens, and submitted commiemtselated public consultation®espite
civil society groups meeting with industry associations and investor groups to try to expand

the diversity of interest groups supporting BOT, when these groupd asttustry
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associations to spend sormktheir political capital advocating for BOT, they said they
werenot willing to do so (Interview 17).

The one prominent exception of public industry support for BOT came from the
global natural resources company BHP drairfoundation While MNCs like Rio Tinto
and Deloitte areorporate partnersf Tl-Australia, only BHP were willing to be vocal in
their support for BOTsuch as publishing fact sheet in February 2018 connecting mining
corruption to anonymous compana®l supported legislative change. This lack of support
from its corporate partners likely stems from several of these companies being implicated
in tax and money laundering scandals themselves. Whekudgttalia member bank
Westpac faced massive AML vidian fines inlate 2019 the group pledged to work with
the bank to strengthen their compliance. On the other hanrdu&ttalia advertises
strengthening brand reputation as the first reason whgitoas a corporate member
Therefore, it is probable th#te industry and firmevel relationships the Australian tax
justice civil society groups are motivatpdmarily by reputational concerns rather than
meaningful information exchange and cooperation to achieve mutual policy goals.

No Strange Coalition Attribution: Ongoing Opposition fromustralian Bureaucrats
and Politicians

Resistance botim andoutof government remained high and ledaltiple policy
reversals and recommitmentsom the government. IfMay 2017 the head of tle
Australian Tax Office suggested that BOT register would be a wagi@vefnmentime
and resourceduring Senate hearingget inDecember 2017, the government recommitted
to their promise of creatind3OT register. After the election of PM Scott Mormsm
August 2018, the government either forgddoutor ignored this commitmertty the

previous governmentn February 2019the Treasury said they had never committed to a
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register despitboldinga consultation two yeapior and public promises to titentrary
After the disruption of the coronavirus pandemic, reportinghgyAustralian Financial
ReviewandRegulation Asian spring 2023suggested that both Morrison government and
Treasury department were not open to BOT registith prominentLiberal PartySenator
Jane Hume reportedly refng to back the register.

Greens MP Peter WhisWilson was the only Australian politician who
consistently supported a BOT law during this timeframe. The Greens included a BOT
register in their tax avoidance pglim 2016. WhisHwWilson asked questions Rarliament
to the Treasury and to the Australian Tax Office repeatedly about the details and the
timeline for following through after the 2017 consultation. The May 2018 response he
received from the Treasurygdhilighted bureaucratic opposition to a BOT law as well:

ATreasury al so engaged wi t h t he Austr a

Commission (ASIC), the Australian Taxation Office and the Australian Transaction

Reports and Analysis Centre as part of this clvason process. These agencies

supported increasing transparency of beneficial ownership information for

companies, and supported a register of beneficial ownership as one avenue to
achieve this objective. However, ASIC does not support implementingstereg

on its current information technology pl a
Whish-Wilson also highlighted opposition lobbying from the legal profession as a key
obstacle to legislative change@ttober 2021But because the Greens are much smaller
than the LaborlLiberal, and National parties, his efforts failed to gain broader traction
within Parliament during the Turnbull and Morrison Liberal governments.

These limited policy entrepreneurship activities from civil society groups and
individual politicians alike poved unsuccessful at pressuring Australian policymakers. The

second Australian OGP National Action Plan 2182020r e moved t he governit

commitment to adopting a BOT lawA 2021 independent report on 202820 OGP
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National Action Plan askingshy Audralia had made no progress on B&@&forms stated

that Aaccording to Australian civil society, the government lacked interest in continuing

t hese pol i Alhoughraevay 2018 E@nomics reference committee report
recommended a public BOT registem s ed on t he feedback to the
2017 consultation, neither the Turnbull nor the Morrison governments moved forward with

a BOT law.Unlike the UK, US, and Canadian cases, these government could not point to
industry support as part of eosssectoral coalition to justify adopting a BOT law.

Renewed medi a reporting after Russi aods
Australiabés |l aggard gl obal status on BOT ant
existingAML laws. But PM Turnbull was mongreoccupied with his party winning-re
election in May 2022with theelection of Labor MP Anthony Albanese as BMftingthe
policy landscape arour8OT and AML The Labor Party included a public BOT register
as a key pillar of its fair tax plaand hadhe Treasury initiate a consultation in November
2022. While a civil society coalition spearheaded by TAMNstralia, TI-Australia, and
PWYP Australiasubmitted a response to this consultation papesy did not have any
regulated industry groups ®ign he letter or reference support from these groups as a
primaryjustification for why the government should ade@OT law. They did highlight
opposingindustry and professional associatgpm o u p s , aconginued rclgimstby e
lawyers and peak bodiesoresenting corporate directors and owners of privacy and other
risks are highly exaggerated ( 2 0 212 is un@eanas of June2023 whether this
consultation will have the sanfi@led outcome as the one previously initiated in 2017.

Australia Case Summy
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In summary, the lack of industry group support img the ability for civil society
groups to build a crossectoral coalitiorhasinhibited the adoptionof a BOT law in
Australia. Neither TFAustralia nor PWYPAustraliacreatedan (in)formal crosssectoral
coalition orspecificcampaign to pressure the governmenadopt a BOT lawDue to
limited domesticAML regulationcivil society groupsawfew institutional opportunities
to engage in coalition building witegulated industrgroupstha would benefit from BOT
andgeneratenomentum for policy chandinterviews 13, 36)They struggled to persuade
individual politicians and bureaucrats to support and advocate for BOT besides Greens MP
Whish-Wilson. Taken together, the absence of the rssggsconditions for corporate
transparency lockn in Australiaexplains why the countryas not passealBOT law.

Discussion

In this chapter, | provide evidence to support the second half of the theorized
process of corporate transparency lotk civil society groups engage in policy
entrepreneurshipnd succeed when theytegrae supportive industry groups into a large,
diverse coalition that can pressure governments to adopt corporate transparency laws like
BOT. In other words, policy entrepreneurslhuyp civil society groups is necessary but
insufficient for the adoption of corporate transparency laws. Without some backing from
and coordination with regulated industry groups, advocates find that their entrepreneurship
activities struggle to gain widéraction among policymakers.

This chapter underscores newer insights from public policy research that
conceptualize policy entrepreneurs not as specific actors who engage in the same activities
regardless of their organizational setting, but as a setigiti@s that vary based on their

positionality Capano and Gallanti 2018, Petridou and Mintrom 202@thin comparative
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politics and international relations, research in this area first challenged the notion that
businesses and NGOs have different sfiateandactionswhen often they leverage their
networks in similar ways across various policy battles (Sell and Prakash 2004). Recent
studies of financial regulation have provided additional evidence that both civil society
groups (Kastner 2017) and indys groups (Montalbano 2020) engage in policy
entrepreneurshjpusingthe same tactics to achieve their goals. While in some cases these
entrepreneurs may have distinct attributes, such as their professional qualifications, that
give them greater credilyi within domestic and international policymaking spaces
(Seabrooke and Wigan 2016), | suggest these attributes beedewantdue to the
institutional position of the specific actor.

Interest groups, bureaucra@nd legislators alike are acutely aware of which
entrepreneurship activities are accessible to them based on the structural constraints of their
position. For instance, one civil society activist discussing their relationship with a
government bureaucratn d er scored both actorsdé awareness

Ai't was a mutual relationship because t he

well. And right thing we could do and say, as an outsider, that they couldn't. And

also there were things that we abglo and speak to other of their colleagues or

other parts of government that they couldn't because of how the hierarchies

workedo (Il nterview 29).

To paraphrase Bob Seger: we used them, they
thesamegodland knew how to work around one anoth

Furthermore, since policy entrepreneurs innovate primiyifgframing issues and
build coalitionsby networking and tearbuilding (Capano and Gallanti 2013); Petridou

and Mintrom 2020, 3), the tgsof policy entrepreneurship activities researchers expect

different actors to do should vary based on their position. For instance, legislators often do
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not have the time to engage in the longem strategy coordination but are willing and

able to refame the issues and build relationships with members in other parties. Whereas
Senator Levin in the US was personally invested in-kemign strategy coordinatiotK

MP Hodgeand Australian MP WhishVilson were not involved in these activities.
Bureaucratgre in a similar position, focusing on building relationships with likeminded
officials across government departments. Business minister Vince Cable in the UK and
finance minister Chrystia Freeland in Canada represent taking these types of actions. Civil
society advocates may not be able to foster relationships with certain actors, but they can
produce the evidence and find other interest groups who can gain access to those actors.
The FACT Coalition using the National Fraternal Order of Police and thieduNetwork

to gain access to Republican legislators exemplifies this type of action. These activities
therefore can change over time or as individual actors occupy different positions, such as
moving from government tdusiness tocivil society positions This approachi
understanding policy entrepreneurship as sets of actions rather than specific actors who do
the same actiorisenables a more nuanced understanding and theorization of its influence
from domestic policymaking to global standards setting.

Following from this logic, this chapter also complicates the role of business in
shaping policy outcomes. A lorgjanding area of research across subfields in political
science is how researchers conceptualize and theorize the power held by busioegs and
societygroups. One approach is to view business agpting civil societygroups to limit
the scope of reforms, while another is to vigwl societygroups as using business groups

to their tactical advantage to get reforms over the line and inte. [&his chapter
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underscores the agency of interest groups on both sides of the equateatéojoinand
sustain coalitions to achieve their policy preferences.

Still another perspective is that civil society groups and legislators alike seek to
explott inter- and intraindustry divisions where possible when trying to regulate industry.
This chapter reiterates the importance of divisions in business preferences as a key resource
in securing stronger regulations. Climate researchers and CSR/ESG researche
generally have emphasized the role of strengthening regulation in generating divisions both
across and within industries in favor of additional ruBwn, Kenno, Lau, and Sainty
(2021) find that industry stakeholders believe the transparenayirage ment s of Cana
extractives transparency law hawgprovedthe reputation of the sector at little financial
cost to the indusgr making them more likely to support greater transparency in other
sectorsMeckling and Nahm (2021) argue that statestayenyg in (de)mobilizing interest
groups and in changing their preferences or their level of inflyevite higher capacity
states being more successful at obtaining their prefere@uesall, hard law is more
effective than voluntary standards in geaimg thesereferencesplits (Gjglberg 2011).

Finally, this chapter relates to debates about the relationship between domestic
institutions and international standards setting in shaping policy outcomes. In areas like
financial or ESG regulations whereoluntary initiatives and international soft law
commitments abound, one might expect the domestic politics of powerful or peer countries
to have a substantial effect on policy outcomes in other countries. | provide evidence of the
limits of crossnationallayering, where policymaking in one jurisdiction influences another
jurisdiction, when domestic interest groups are strong overall and where domestic

advocacy groups are shut out of international decisiaking settings (Farrell and
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Newman 2014, 2015). Uier these conditions, global standards setting processes,
transnational initiatives, and politics in other countries have comparatively limited
influence over domestic lawmaking. While they may provide a rhetorical resource that
advocates and policymakeakke can refer to in framing the issues, they are not a primary
driver for policy changeTax justice advocates themselves emphddilze necessity of
domesticallyd r i ven pol i coltics@ra mgivashmgattse be logbto get real
tractod ( Shaxson 2023) .

Nevertheless, these two process tracing chapters leave several questions
unanswered. The first question is whether these s@s®ral coalitions actuallgave
greater influencever policy In Chapter 7], use regulatory comments data from the United
States to test whether the FACT Coalition and its members achieved more of their policy
preferences in the first of three BOT rulemakings. The second question is whether the
evidence collected better suppoatsy competing explanations of the source of business
preferences or the source of policy change. In Chapter 8, | examine the role of exogenous
shocks in increasing issue salience, of international factors from 10s and transnational
advocacy networks in &litating policy diffusion, and of federalism in creating
opportunities for regulatory arbitrage in determining the adoption of corporate

transparency laws.
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Chapter 7Evaluatinglinterest Group Coordination and Influermesr BOT Laws

Chapters 5 and Gualitativelytestedthe process aforporate transparency loak
across fourAnglophonecountries. This chapter assesses quantitative evidence related to
the last two steps of corporate transparency-iodqisee Table 11)First interest groups
exchangeinformation among each another as main part of their strategy to influence
policymaking around corporate transparency laluterest groups that are part of the
FACT Coalitionshouldexchange more information with one another compared to their
opponentdbecause they are members of a formal advocacy coalfeeond, thisross
sectoralcoalition hagyreater influencever corporate transparency polici#bey secure
more of their policy preferences within the final rulesmpared to the opposing
unregula¢d industry groups

To evaluate these steps in the causal processlyze450 public comments on
proposed BOT regulations in the United States from May and December Tise
comments responded to the Fi nFm@EN)advancgdr i mes E
notice of proposed rulemaking (ANPRM) and notice of proposed rulemaking (NPRM)
before the agency promulgated the fio$tthreefinal BOT rules in September 2022.
Although FINCEN is conductingthree rulemakings totalt o i mp |l emeBOT t he US
law, this analysis focuses on the first and arguably most critical of these rulemdkings.
the best of my knowledge, this is the first sttlllgtcombinessa nal yses of i nteres
strategic coordination and policy influence together, bridging#pebetween research in
both areaso answeithe critical question of whether interest groups that coordinate their

activitiescollectivelyhave greater policy influence.
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Tablell: EvaluatingCoalition Coordination and Influence

Dependent | Independent
Variables | Variable Hypotheses Data
Information |Crosssectoral [ Civil society and aligned Law & regulation
Exchange [coalition industry groups exchange [texts
membership information and coordinate |Lobbying
Policy strategy through an advocad disclosures
Influence coalition, such asontacting | Consultation
legislators, developing comments
messaging and framing Government and
strategies, and related NGO reports
activities.
1 The new pretransparency
coalition has greater
influence over the contents (
the final law and regulations
than the opposing coalition.

| begin by describing public consultation processes faicy proposas and
reviewing research findings from this literature that are relevant to the theory. | highlight
guantitative and mixed methods research using consultation comments as data to assess
interest group influence over policy outcomes and to measure straegiination among
interest groups. Drawing from this literature, | then outline the hypotheses in greater detalil.
Next, | describe the data and process used to test the information exchange hypothesis and
conduct a text reuse analysis to assess which emtems exchanged more information for
this rulemaking. In the following section | examine the policy influence hypothesis by first
describing the data, variables, and models used for this part of the analysis. | use regression
analysis to assess whethertam interest groups had more of their policy preferences
represented in the final rules or were more likely to share text with the final rule.

My findings in this chapter provide qualified support tbe final two steps of
corporate transparency loghk. First, | do not find evidence frothetextreuseanalysisto

support the hypothestiat FACT Coalition members exchanged more information with
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each other compared to outsider interest grduipsincial industrystate governmenénd
somebusiness irdrestgroupsexchanged informatioamong each otheéo coordinatehe
messagingstrategyin their commentsbut there is no evidence of cressctoral interest
group coordination througtsubmitting highly similar comments on the proposed
regulationsThrough additional qualitative analysis, | suggest that a likely explanation for
this finding is thatmeasures dkext similarity across commerntiils to capturesubstantive
coordination across interest groups to influence policy.

Second, find thattheinterest groups thandorsedhefinal crosssectoralFACT
Coalition lettersupportinghe Corporate Transparency Adid have greater influence over
the final BOT rules.FACT-aligned interest groups achieved nearly double of their
preferredpolicy outcomes compared to rahgned groupsHowever, | do not find any
support for greater text reuse by FInCEN in the final rule from FA@iliated
commenters; longer commemere moresimilar to the final rule as an artefact of their
length rathe than any specific attributes of given commenter. | conclude with a
discussion ofssues related tmissing data, of the three mass comment campaigns evident
in these datand their role in influencing regulatory politjiand of the conclusions and
implications of this chapter for comparative politics and international research on business
influence over domestic regulations and international standards.

Public Consultations: WhoParticipates, and Who Has Influence?

Public or noticeandcomment consultions are initiated when a government
agency or department postproposed regulation or legislatiam its websiteand gives
the public a defined period to respond to the proposed text directly, or to resppedific

guestions posed by the governmexdtor seeking feedback on the proposkte
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government departmemtho published the consultation then revégtvese comments and
producea a response memo or repathoutthe comments received along with the final
legislative or regulatory text. Some coues allowindividuals and organizations submit
their comments confidentially so only the relevant government employees or legislators
can see their comments; other countries make all of the submitted comments public. Other
types of actors, such as international organizations like the FAGMe, faken up similar
public consultation processes on international standards and rules. Overall, the intent of the
public consultation process is to allow members of the public to review and to have input
over the policies that impact their lives.

Analysis of legislative and regulatory comments has been used to assess variation
in interest group influence over policy outcomes and what gieugd traits contribute to
this variation, primarily in the United Statead theEuropean Uniorbut increasinglyn
other countries as well (see overview¥ atkee 2019Carpenter et al. 2020). This research
consistently replicates three main findings. Firggulatory participationis costly.
Commenters must be aware of the proposed rules or legislation, and ittadfeen
considerable time, effort, and energy to read and respond to them in depth. This finding is
supported by the fact that the vast majority of US rulemakings receive zero comments; it
requires too much effort for evevell-resourced interest groupsftdlow all government
rulemakings(JudgeLord 2019). Second;ommenters require technical expertieebe
influential duringarulemaking Regulators seek knowledge and advice from experts in the
field to raise relevant issues or potential options for leggrs to consideand often
incorporate their recommendations accordingbstly, business interest groups participate

in rulemaking processes at higher rates and often have greater influence over regulatory
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outcomes. The combination of incentives totipgrate, knowledge of the regulatory
process, and expertise in cert@iolicy areas make business interest groups both more
likely to comment and to have influence over regulations compared to other interest groups.
A parallel strand of research using coents data examines factors that condition
regulatory participation and influence. Nelson and Yackee (2012) find that messaging
consistency and group diversity make coalitions more likely to have influence over US
regulations. Pagliari and Young (2014) @éeghat actor plurality matters for influence over
US financial regulations: the power of financial industry groups decreases when other
private sector groups lobby. Howevarater stug somewhat contradicts these findings
and argues that the financialcsor has greater unity when facing a threat, and that business
groups more frequently come together to mobilize and to express similar preferences when
finance faces new regulatiofBagliari and Young 2017Related research by Mertens
(2019) finds thatvhile large coalitions benefit large firms, highblicissue salience harms
large firmsregulatory influence within the EU. US agencies favor recommendations from
organizationally diverse coalitions rather than bipartisan or bustfeesated coalitions
especially when they are largardwell-resourced with low policy salience (Dwidar 2022).
Taken together, coalition size, resources, organizational diversity, issue unity, and issue
salience all condition interest group influence over regulatory outome
Additional evidence from outside the US and EU is limited but largely supports
these findings. BeaulieGuay, TremblayFaulkner, and Montpetit (2020) find that
business interest groups in Canada are able to reduce regulatory stringency when the
economicstakes are high, but they are less successful when many opposing views are

expressed and when a more diverse group of stakeholders take part in the consultation. The
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use of noticeandcomment processes in China (Balla and Zie 2020, 2022) has been a
durabk governance reform, but it is unclear whether its implementation offers interest
group commenters real influence into Chinese policymaking processes or provides a veneer
of transparency for the government. These findings suggest the spread and adafptation
the public consultationprocesdikely holds across different policy contexts.

A related use for consultation comments data is to identify which actors are working
together to influence policy as part of a lobbying coalittamk (2020 summarizes tlee
methods for identifying coalition actors. The first method is whether two actors hold the
same preferences about an i ssue. Al t hough t
preferences does not necessarily indicate meaningful cooperation acrosst grteups.

The second method is whether two actors engage in collective behaviors like exchanging
information, strategy coordination, and concerted signaling action$ir3trtevo behaviors

are often unobservable behitite-scenes activities, while thiatter is a publigacing
activity. The third method is outwardly observable ties between organizations, sueh as co
membership inmadvocacy coalition or ebosting a public event to raise awareness about

a policy issueWhenresearchers can measure prefiees, behaviors, and ties and they go

in the same directiomgsearcherbBavegreater confidencthata coalition existsandthat

its interest group members are activelgrking together

In Chapters 5 and 6, | examined evidence of shareiérences, collective behaviors,
and outwardly observable tié®tween interest groufe assess shifts in interest group
lobbying around BOT lawsThis chapter focuses primarily on collective behaviors and
outwardly observable tiethrough the submissioof joint consultation commentand

instances of highlysimilar text between these commenis/aluating text similarity
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between consultation comments offers a way to measure the usually unobservable activity
of information exchange and strategy coordmatbecause the comments themselves
provide public evidence of their private collaboration Moreover, hese comments
exemplify a highly resouremtensive activity for interest groups in both draftithgpir
comment as well as coordinating with other inter@®upsto submitcomments that
reinforce the main policy priorities of coalition memb&segulatorsAnalyzing these
commentsthus provides a more direct tesf interest group coordination and influence
over the specific features of BOT policies etlthan their influence over the adoption of
any BOT law.
Corporate Transparency Lock-In in Relation to Public ConsultationsResearch

To review, the final stepf corporate transparency loakis that a large, heterogenous
pro-transparency coalition hasegter influence over corporate transparency policies
compared tahe opposing coalition of business interest groups. Governments are more
likely to adoptpoliciessupported by large, organizationally diverse coalitions (Nelson and
Yackee 2012BeaulieuGuay, TremblayFaulkner, and Montpetit 2020; Dwidar 2022
Morse 2023 because largeoalitionsindicate broad popularity for a policy proposal, while
heterogeneity in the types of organizations and their political leanings suggest-a cross
ideologrcal consensus about increasing corporate transparencylaestpelicy solution.
Both of these qualities allow policymakers to claim credit for adopting best psaatice
well as supporting a popular polick.large, heterogenous coalitiatsogives poiticians
the credibility and momentum necessary to persuade other politicians who are on the fence

or who areunaware of these issues to support a corporate transparency law.
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My theory of corporate transparency leickintegrates several assumptions from
existing public consultations research, primarily the costs of participating in consultations
as a lobbying tactic and effectipelicy participationrequiring substantial resources and
expertise. However, | challenge the finding from the US and EU cortettdusiness
interest groups have greater influence compared to other interest groups. Rather, this
chapter supports the proposition that citiz
influence policy and to overcome oppositioom business interegfroups when they can
mobilize business groups that support public interest regulations to their side (Kastner
2017; Vogel 2018; BeaulieGuay, TremblayFaulkner, and Montpetit 2020). These splits
in businesgrouppreferences undermine the influence of @gpgbusinesgroups while
strengthening the influence of supportmgsinesgroups.

Additionally, nearly all quantitative research omublic consultationsuses
observational datérom noticeand comment processes across government ageocies
study paterns and correlatgghis chapter does as well. On its own, quantitative approaches
using observational data are limited in making claims about causality. This chapter
complements the process traceqgproachn Chapters 5 and 6 with quantitative evidence
to support key steps in the causal process and to strengthen the causal claims made. In
addition, while most researchers have used comments data to study interest group influence
writ large across different policy areas, few have used it as a way to aflsesge over
specific policy and regulatory measures to complement process tracing. By taking this
mixed-methods approach, | am better able to evaluate the theorized paihsedy

Hypotheses Information Exchange and Policy Influence
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As outlined in Clapter 3, when corporate transparency {cis occurring, the size
and diversity of the new pitwansparency coalition increases over time after certain
industries are required to collect information to meet their regulatory obligatnahsivil
societygroupsseek to create a coalition includitiggse regulated groudsupporters listed
on the FACT Coalition letteadvocating for a UBOT law grew from a few dozen
organizationsin the mid2010s to over 20@roupson their final coalition letter in
November 2020Thisletterencompasseihterest groups of differing organizatiorigpes
and ideological leaning$rom faithrbased and human rights groups to law enforcement
and national security groupkKey regulatedndustrygroup cesigners included the Bank
Policy Institute, the American Bankers Association, the American Land Title Association,
and the National Association of Realtors in
rules.Based orthis growthin coalition sizeand diversity, | test two hypotheses related to
theobservable implications that should follow in the proposed ca@asavay

The first hypothesis builds on the idea that once interest groups become members
of a pro-transparency coalition, thegngage n more information exchange, strategy
coordination, antbr concerted signaling actioramong themselveDifferent coalition
members bring different resources and skills to the table to achieve their policy goals (Junk
2020). These interest groups remaemiers of the coalition to pool resources, split tasks,
present a unified message, and to increase their capital through network expansion and
maintenance (Dwidar 2022). When providing input to the government on a proposed
corporate transpareneyle, interest groupsharenotes with one another to ensure they are
on the same page for presentisyecific evidence and framing the issue a similar

manner They may choose to repeat the same policy recommendations across different
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comments teemphasizetheir crosssectoralunity andthe importanceof strengthening
transparency policie® regulators. Their ties to one another through thenarsparency
coalition facilitate thesenformationexchanges and increase the likelihood that they will
haveinfluence over the regulatory outcom@&sis leads to the following hypothesis:

Information Exchange HypothesiBro-transparency coalition members are more
likely to exchange information with one another compared temembers.

The second hypothesis stems from the idea that members of thransparency
coalition have greater influence over the law resulting from their abiligpordinate the
lobbying effortsof a large, diverse coalition. The power of a coalition to inflegoalicy
outcomes is demonstrated when the coalition
the law itselfandin the text of the subsequent regulations to implement the law. If the
influence of the supporting coalition shifted sufficiently towsecthe adoption of a BOT
law, then that influence likely extends through the drafting of regulations to implement the
legislation. Therefore, | identify policy influence as how responsive the government is to
each commenter 6s p o | iutayons for impleenene a cogpsrateon t he
transparency | aw. When the government <chang
preferences, one can assume that they had at least some influence over the final rules. This
leads to the following hypothesis:

CoalitionInfluence HypothesifRulemaking outcomes@amoreconsistent witlthe

preferences expressdry members of thepro-transparency coalitiothan by
members of thantitransparency coalitioh

9 An alternative approach to measure procedural influence is to code the number tfaifieCEN

referenced a specific commenter in the regulatory response document. ThoughSgmernment

agencies reference organization names directly or the numlzespécific comment, Therefore, to

ascertain whethégfinCENa c k nowl edged a specific commenterés poi
rule document for references to the sentence in questionFirm@EN for comparison. A close match

or direct quote from theomment likely means is highly suggestivd=ofCENtaking their preferences

into consideration. For instance, a reference to i
a comment from the American College of Real Estate Lawyers in the ANPBWMe\t¢r, unlike other

23



This hypothesis provides aof é&rdsssectdral t est o

i nterest group coalitions because it i s
alignmentand strategic coordination after securing a policy victory such as passing a major
corporate transparendgw. Interest groups within theoalition from trade unions to
business associatisto civil society groups tend to move onto the next issue on their policy
agendas and focus their limited time and resources there. Even business interedt groups
resources are not infinite to sustaindgeierm pressureCivil societygroupfundingis often
tied to achieving the adoption of a specific policy while discounting the momentum or
attention needed to ensure for the implementation stage of developing and enforcing the
rules in practice as welEvidence of an independent effect on the final rules for FACT
affiliated commenters at this stage thus provides more robust support for the theory.
Data and Text Reuse Analysis: Information Exchange Hypothesis

The text analysis in this section draws from several stuifies usepublic
consultations comments as ithprimary data sourcéYoung and Pagliari 2017, 2020;
Judgelord 2019; Balla, Beck, Meehan, and Prasad 20@ddar 2023. | downloaded all
available comments to the public consultation FINCERN21-0005 posted on
regulations.gov as the first of the three BOT mad&ingsto implement the Corporate
Transparency Act. Individuals and organizations submitted a total of 500 comments across
both stages of thellemaking, of which 450 are publicly available between the May 2021

ANPRM and the December 2021 NPR®Bubmissiongrom individuals across both stages

agencies that name specific groups in the final ride&ZEN neither acknowledged specific groups by
name nor left any organizational comment unacknowledged for this rulemakiegefore,l cannot
test arelated hypothesis gfrocedural influencea government agency providing lip service recognition
to a commenten the final ruleseven if they did not obtain their preferngdlicy outcomes
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of the rulemaking account for 115 comments,these commenterarely have influence
over regulatory atcomes because thegimost alwayslack substantive expertise or
organizational credibility. Therefore, following Pagliari and Young (2020), | exclude
responses from actors that seléntify as individuals and only includee 335comments
from interest goupsfor the regression analysis in the next section.

Overall 74 percent of the comments come from organizations, of which 29 percent
are fromindividual businesses, 23.5 percent are from business associations, 7 percent are
from civil society groups and 13 percent are from federal or stieel government
agencis. Initial qualitative reviews of the consultation comments highliglany likely
instances of information exchantgoughthe inclusion of similar pointsetweennterest
groups. For instam; theState Secretaries of Staté Massachusetts and Indiabath
submitted comments over 10 pages long that contaieady-identical checklists of ways
that FINCEN can reduce costs and burd#ritie new BOT obligations fastate business
registrieqseeFigure8). The following £xt reuse analysis captures these instances of cross

commenter collaboration through shared text.

We do not support any requirement for secretaries of state to send additional mailings to business entities.
FinCEN can reduce the costs and burdens on business registries in the following ways:

1. FinCEN should develop an online wizard that will ensure businesses can easily determine their
beneficial owner filing requirements without assistance;

2. FinCEN should provide a comprehensive customer service call center to answer the questions
businesses will have related to the new filing requirements;

3. Secretaries of state should not be expected to change their business registry systems or databases
to meet FinCEN notice requirements;

4. Secretaries of state should not be expected to make any legislative changes;

FinCEN should consider limiting the impact on secretaries of state by limiting the exposure to
adding a link on secretaries of state’s websites. This link would go to a FinCEN maintained
information website. By having the information on one website, FinCEN can ensure the
information is current and reduce costs; and

6. FinCEN should not require any additional mailings by secretaries of state.
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We spend approximately $100,000 annually on mailing business entity report reminders, past due, pending administrative
dissolution notices and administrative dissolution notices. We do not support any requirement for secretaries of state to
send additional mailings to business entities. FinCEN can reduce the costs and burdens on business registries in the
following ways:

1. FinCEN should develop an online wizard that will ensure businesses can easily determine their beneficial owner
filing requirements without assistance;

2. FIinCEN should provide a comprehensive customer service call center to answer the questions businesses will have
related to the new filing requirements;

3. Secretaries of state should not be expected to change their business registry systems or databases to meet FinCEN
notice requirements;

4. Secretaries of state should not be expected to make any legislative changes;

5. FinCEN should consider limiting the impact on secretaries of state by limiting the exposure to adding a link on
secretaries of state’s websites. This link would go to a FinCEN maintained information website. By having the
information on one website, FInCEN can ensure the information is current and reduce costs; and

Figure 8: Consultation Submissions from the Secretaries of Stat Indiana (top,
FINCEN-2021-00050134 and Massachusettsk{ottom, FINCEN-2021-00050119

From these data, | pqgrocessed the comments by converting each PDF file into a
text file, then removed any header and footer text to not inflate the word counts of shorter
comments oto includeextraneous text that is nalated to the substance of the comment.
For example some commenters submitted their feedback uaitext box submission
rather than uploading a separate document. These comments have extraneous text from the
regulations.gov website that are unrelatedhe rulemaking! then used the textreuse
package in R(Mullen 2022 to generate a Jaccard similarity index, a proximity
measurement used to compute the similarity between two objects, betweeoraaant.

The Jaccard similarity indeoounts the numbeaf shared grametween twalocuments:
the moregramsthat are shared, the higher their similastpreand the more likelyt is
that theinterest group€ollaborated ortheir commentsby choosing tanclude similar
policy demands andationalego presentheir sharedpreferences to regulators.

| generated thendex as followsFor each comment on a rulemaking docket, |
identify thenumberof words that it shares with another comment uamg-gram moving

window function, looping oveeach possible pair of comments to identify matchass
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process generates 102,831 comparisdb& documents between 450 comments and the
final rule documentThe n selected should be large enough that the probability of any given
group of string i n a document is | ow (e.
documents using a@am). Choosing shorter grams will be more likely to find similarities
between dcuments, whereas longer grams will be less likely to find similarities.
examined, 7, 10, and Hgram resultand compar@themandpresent the -gram results
below. This choice reflects researcher ratethumb guidelines of selectingdgram for
emaitlength documents and-@am for researcbaper length documentmost of the
comments are in between these two lengtltsvever,there were few differencescross
the different rgramchoicesin which comments were capturedtaghly similar. For the
minhashing step to process the large number of comparisonsuthieer of documents
mustalsobe easily divisible by the number of bands. | selected 25 bands; this decision
allows me to capture not only the perfect and 1pesifect matches, but also highly dien
comments that provide evidence of inforneaichange andoordination.The textreuse
packagebs abi |l i tuplicateacommensubmitteel assperfec matdhes
increases my confidence in its ability to make meaningful comparisons.

| considera high Jaccard similarity scooé greater than 0.5 as evidence of active
information exchange among comment@Scores above this value are much more likely
to capture instances of deliberate, active information exchange and use among commenters
compaed to lower scores where similarities may come from reaching similar

recommendations on the sarpeeferencesndependently. It also should capture both

10 pagliari and Young (2020) takediferent approach bfirst examining the simildty scores, then
identifying a minimum threshold of the number of shared sentences and number of reused words in a
sentence to captuieterest group collaboratidn conjunction with the score&iven time and resource
constraints, | was unable to implent a similar approach.
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instances of verbatim reuse as well as minor to moderate rewordings of different points
that can be attepts toobscure theextent ofcoordination across commenters. In other
words, one or twasimilar sentence in a twepage commentis likely a coincidence
whereadive similar sentencearelikely evidence ofieliberatecoordination For example,

an interest group that submitted a comment toward the end of the consultatiomagriod
have the ti me t osubnat@diell before¢he deddlinend tmmeferentes
them accordingly These references would not necessarily bécatisde of deliberate
intergroup information exchange but rather awareness and readaxgstifig responses

that shape their own submissianl reviewed the dates of submission for the comments
across both rulemakings arolund that thatvast majorityof commentsare submitted
within the final few days of the consultation, requiring deliberate coordination in advance
rather than simply copying what@her commenter submitted.

There are other potential issues with using Jaccard similarity scores as aemeasu
of information exchangeSincel can only observénterestgroups thado comment on
proposed rules and not thog®t choose not to comment or who choose to make their
comments confidential may be missing other actors who also had influence over the
rulemaking process. Therefore, the data mmagerrepreseractual patterns ahformation
exchange andhich groupshadinfluence. The50 commentshat FinCEN did not release
mayincludegroups that do not want their policy preferences to be made patfar who
coordinated extensively with one anotlelindividuals seeking to preserve thgiivacy.
FINCEN did not disclose the identities of the withheld conmtersiio me but it is likely
that they come frorbothinterest groupand individualsseeking to protect their personal

privacy and/or trade secrefSince these comment®mprisel0 percent of the sample, |
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have greater certainty that | camey relationships among actors that have publicly
worked on this issue.
Text Analysis Results

To examine the comments data in relation to the information exchange hypothesis, |
plot the Jaccard similarity scores between the higbasting pairs of comments produced
by each agram output (see Appendix B). The clearest evidasfcgroups of similar
comments appears in clustefdinesin the following graphs. For instance, thgram plot
in Figure9 showsevidence of two clear clusters of similar commestiggngly suggesting
information exchangamongthese commenter3he frst cluster withscores above.80
includesa masscommentcampaigrcoordinated bysmall Business for Tax Fairnesgth
many commenters sending in identical submissidiime second cluster ranging from
scores 00.50 to 0.70 captureemments submitted aart of thePrivate Investor Coalition
(PIC) masscomment campaign, wittubmissionsncludingvariations ora standard form
letter. There are no comments from FA@ligned interest groups this plot though
offering no evidence to support thiiormation exchangbypothesis

When | expand the number of bands from 25 to 100, the Jaccard sinslzoigs
capturesimilarities in the comments among business association and government agency
commenterss well But thescores for these commentsre comparatively low, generally
under 0.3 (see FiguE)). The PIC campaign remains visible as the first cluster of similar
comments at this lower threshold. The second cluster includes comments similar to those
submitted by the Money Services BusinessesAigtion, statéevel banking associations,
and individual banks, indicatingpssibleinformation exchange coordinated tye money

services industramongother financial industry groups like banks and credit unidhe
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third group includes similaritielsetween comments submitted by the lowa and Nebraska
Secretaries of State, reflecting similar concerns among state secretaries of state about how

the BOT law would impact the incorporation process in their states like the comments in

FigurelO.
7 Evidence of MCCs and Text Reuse Across Interest Groups (7-gram, 25 bands)
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Figure 9: Interest Group Comments Do Not Have High Jaccard Scores (>0.5)

Yet neither ofthe clustersin Figure10 includesthe comments submitted leytherthe
Bank Policy Institute (BPI) or thimternational Association of Commercial Administrators
(IACA), the professional association for governmeatiministrators of business
organizatios and registries The primary and secondary source evidence analyzed in
Chapters 5 and 6 highlights tbetical role that botttheBPI and IACA played irsecuring

their member sd s uppo the USBOT lavaThedabsandevdbeira c y
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commensgin Figures 8 and Bountergheinformation exchanghypothesisthe ext reuse
similarity measure provides no evidernoesuggest thatitherthe BPI or IACAled efforts
to developmaterialswith their memberinterest group so they could submisimilar
comments to FINCEN and present a united ffontheir preferred BOTules.

The final clustein Figure 10consists otribal governments aniehdividual corporate
service providergCSPs) CSPsare often the point of contact for a businesgth
government officialsand conduct routineorporatefilings on the behalf of a business.
Nevertheless, it is less clear whether these commenters have similar concerns that they
came to independently or whether they exchanged information with one another to convey
their preferences collectivelyyin sum, theJaccard similarity scores providanited
evidence ofinyinformation exchangamong interest groupga thesubmission osimilar
consultation commentdBeyond coordinatednasscomment campaignfom specific
interest groupghere is some similarity beeen the interest group commesitbmitted by
state governmergctors the financial services industrgnd corporate service providérs
but no evident similaritybetweenany of the comments submitted BACT Coalition

members themselves.
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As an alternative tassessingatterns of text reuse across commenters, | examine
the number and type of €gnatures on comments within these datasiQoatures are
when multiple organizations sign and endorse the same individual comwieich
providesdirectevidence of activénformation exchange antbordination across interest
groups There issomeevidence ofthe use of cesigned commentsamong business,
business associationivil society groug, and government commentdsee Figure 10)
However the majority of cesignaturs are from individual businesses, with the bulk of

these commentso-signingin support of the Private Investor Coalitisnbmission

Limited evidence of comment co-signatures beyond business groups.

100
Co-Sign
Comment Letter
M
Yes
| I
L____|

0

Count

Biz Biz Assn cso Gowvt Individuals Other
Organization Type

Figure 11: Patterns of Comment CeSignatures Across Group Types
Only two interest groupshatsigned theNovember 202GACT Coalitionletter cesigned
anotherinterest groupletter during the consultationsa humarrights and tax justice
coalition letter, and a ONE Campaign letten {nterest groughat alsotook on a major

leadership rolén the UKBOT campaign). Beyonthese two groupghee were few other
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co-signed letterssubmitted bycivil society groups Theseinclude a group letter from
Human Rights Watch, Oxfam America, and the Transparency and Accountability
Initiative; a coauthored letter from th&erman MarshHa Fund and Transparency
Internationaland a cesigned letter from the House and Sera&enocratic leads on the
Corporate Transparency AdEollectively, these csignature patternsupport thetext
reuse analysis resultdere isgreater frequency ahformation exchangamongsimilar

types ofinterest groupsather thanacrossdifferent interest groups within the FACT
Coalitionwhen they submitted comments for this consultation.

To summarizethe text reuse analysifils to provide evidence focoalition
information exchangthrough the submission bfghly similar commentacross different
types of interest groups to signaidespread support for stro®OT rules to regulators
Co-signed commentswere submitted bgroups in the same sectaerthin the coalition
rather tharacross different types of interest groupBese patterns suggest tiratividual
interest groups may have taken on the role of coordinating the comment submissions within
their given sectarbut they did not necessarily coordinate acrossmber groups ithe
broaderFACT Coalition These resultalsomay reflect adifferent strategy taken ke
pro-transparency coalition members. Rather thging to demonstrate overwhelming
interest groupsuppot via submittingmany highly similar commentsFACT may have
organizeda more targeted approaethere they relied on the expertise of individual
coalition members to underscore specific key points they wanted in the final rule.
Furthermore, submitting laegnumbers of nedadentical comments to an agenends to
be moreof anfiout si der 0 I that lloes mogalige with ahe engchanisms

described in the theofudgeLord 2019).
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This negative finding also leads to the question of how much texb teesreused
to offer conclusiveevidence of coordination via information exchange. Different groups
may arrive at the sanmeferencesndependentlylncidences of neadentical comments
may be indicative of the laziness or the resource limitations ofdhenenter, whereas
shortfragments of identical text may reinforce a particularly important point to regulators
but are missed through using text reuse measures @agéari and Young 2020fome
talking points may havexisted inthe policy space for such a long time that they are
repeated bynanyactors, regardless of whether they agree with that policy proposal or not
(Mahoney 2007; Balla et al. 202For instance, many different actors referenced a 2015
Global Witness investagive report documenting lawyers facilitating illicit financial flows
through NYC real estate. Onlysaallfraction of overlapping text may have a substantive
impact on the final rule in the preferred direction of the commenter. In the next section, |
coduct a regression analysis to assess the
influence over the final BOT rules.
Data, Variables, and Regression Analysis: Coalition Influence Hypothesis

This section also leverages the £6dsultation comment: thefirst proposed US
BOT rule as the basis for its analysis. Here
preferredstrength of theregulatiomsn d t he governmentds final rul
influence over the BOT regulations. | also incogierdatdrom severahdditionalprimary
and originally collectedsources to conduct a regression analysis tangenerate an
alternate dependent variable of text similarity between the comments and the final rule
using the textreuse packa@éullen 2022).

Dependent/ariable
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The main dependent variable is a proportional measure of policy congruence from
zero to one (Balla et al. 2022). To create this variable, | read anetbdad each comment
along six rule dimensions based on a coding scheme | devalohactively from first
reading public consultation commersisbmitted forproposed BOT laws in the UK and
Australia.These six dimensions can also be understood as captudngpme nt er s é i nt er
in influencingpolicy intensity, or whether a policy beconmasre or less striatompared
to the gover nment §RBurkg Knilpand Keaiheback goadf thé i on s
commenter seeksilest h at are stricter than the govern
weaker t han t he gacevcededasmk and 6nagrepmeniyitio the |
govVver nme n tatesodgas 0. ff thescarhmenter did not statel@arpreference, |

left that dimension blank he six dimensions are summarized in Td#e

Tablel2: CodingGuidelinesfor Commenter Regulatory Positions
Who has access to the BOT registry, and should more, fewer, or

ii%:tsr;/ currentproposedgroups have access to the registry? Should regi
access cost money or not?

Entities What types of corporate entities are covered? Should more, fewe
or the current number of required entities have to report? Should

Covered

existing entities have to report, or only entities formed in the futur
Should other professits, like lawyers, accountants, real estate, fir]
art dealers, etc. be required to collect and report beneficial
ownership information?

Percent What is the percent ownership threshold for reporting? Do they
Ownership | want higher, lower, or to stay the sarpe
How much and what type of information is required to register
beneficial ownership? What sanctions should there be for-non
reporting?
Should the proposal be implemented earlier, later, or on time bas
Timing onthe32 SNYYSyiQa LINRLRAlIfK {K2
the proposed amount of time to submit their information?

Professions
Covered

Reporting
Requirements
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Commenters most frequently voiced their preferences on the topics of access to the BOT
register, which entities would be required report their beneficial ownership, what
professions should have to collect this information, at what percentage of ownership should
beneficial owners have to be disclosed, the extent reporting requirements beyond basic
identification information, and th@éming of when the rules would go into effect.

After the first pass coding of all of the consultation comments, on the second pass
| added coding for the independent and control variables while reviewing those where the
comment er 6 s p o s idithersplitsor uaatear amthe ffirst eeadimg. Wwesaved
these cases with a closereading the comment to make a final coding decision. The
number and type of entities covered by the rule received the most comments requesting
less stringent regulatiomnaintaining the reporting requirements received the most
comments requesting the government to keep itsasilproposedwhile both including
more entities andtrengtheningeporting requirements received almost the same number
of comments to strengthehe rule. In the final rule, the government did strengthen the
number of professions covered and the reporting requirements, while keeping the access,
entities covered, and timirfgnctionally the same as its original proposal.

The comments across bothlemaking periods share several common themes.
Several commenters reference thsearclof NGOssuch asOpenOwnership and other
international data standarde improve collection and sharing practices. Others note
successes and failures of BOT registerd arhes inthe EU, UK, and FATF as examples
of internationabestpractices Manyemphasiethe law enforcement and national security
implicationsof BOT andrequest that the governmeritcumscribe the number of actors

and uses for BOT data. These comraanirror related comments from specifidustries
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trying to create carveuts for their sector, such as private equimily offices and

lawyers. For instance, a comment from the law #aker, Donelson, Bearman, Caldwell,

& Berkowitz PCarguefithe caporate lawyer and his firm and staff may never have known

the beneficial owners of FINEGENR20RKO0060424n g Cc 0o mp a
2). On the other hand, severadn-bank financial institutions, money services businesses,

credit card processors, and othexguested to exparatcess to the registfgr their due

diligence processes. Similar support for broad access is evident in the coordinaditm

State Secretaies of State and banking associations @mcouragingtheir statelevel

members to commerfinally, there i®vidence oht least threenass comment campaigns

within the comments datavhich Ireview in greater detail in the discussion section.

Taken togther, the proportion opolicy preferences includeh the final rule
variable is generated as foll ows. I f al |l of
the government 6s final rul e, I code that <cor
consistent with the final rule, | code that commenter as a 0. If a commenter achieved some

of their preferences, this varialilasa value between 0 anddee Tabld.3).

Tablel3: Most USCommenters Achieved Few of Their Policy Preferences

Proportion | 0.00 | 0.20| 0.25| 0.33| 0.40| 0.50| 0.60| 0.66 | 0.75| 0.80 | 1.00
Count 245 | 1 11 | 37 8 86 2 19 8 1 32

For instance, if a commenter only sought to have fewer entities be covered under the final
rule, and the final rule did cover fewer entities, their score is a lcdfranenter wanted
fewer entities covered and a longer reporting pebationlyfewer entitiesarecovered in

the final rule, then their score is a 0.5. | code both the ANPRM and the NPRM comments
for comparison tdhe final rule What ultimately matters this instance is whether the

final regulations match the preferences of the commenters from either round of rulemaking.
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| alsocreateanalternate dependent variatoba Jaccard similarity score generated
by the textreuse package for each comnwemich measures the similarity between a
commentersd text and t he fMulead023rTextreuse, Pagl i ar
such as rephrasing key points from a sharecydairategy document to copying short
passages or entire comments verbatinthe final rule captures informal patterns of
information exchange among stakeholders. For instance, several of the State Secretaries of
State usedasimilar language when arguigo c hange the Aforeign en
Ainternational foreign entityo since entitie
foreign when filing in Florida and vice verdgaovernment agencies likenCEN would
note these similarities acrossmments in their justification and response to the comments
published with the final ruleSimilar passagefsom a commenappearing in the final rule
capture the influence of a specific commenter (Balla et al. 2022).

To generate the alternate text redspendent variable, | again start with the-pre
processed comments data converted to text files. Because the ANPRM and NPRM
comments are both taken into consideration by the regulatory agency, | run a combined
analysis of both comment periods and theirtreteship to the final rules. | then converted
the final rule document from PDF to a text file and used the textreuse package to generate
the similarity score between each comment and the final Irudentify the percent of
words it shares witlthe finalrule usinga 7-gram moving window functionFinal rules
often contain preamble language discussing the importance and the nature of the rule under
di scussion. The agencyb6s reuse of text that
that is trivial, seh as the framing of the problem that the rule is intended to address,

compared to the reuse of language that alters the substance of tiBe=calese this is an
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ambiguous measure that indirectly captuyrebcy influence by interest groupkjnclude
it as analternate dependent variable primarily as a robustness cheekidenced by the
results below, text reuse between comments and final islleBena noisy, unreliable
measure depending upon the style of how a specific government agsponds to
regulatory comments.
Independentvariable

To capture members of the pir@ansparency coalition, | code a binary variable of
whether the commenter signed onto the November 2020 FACT Coalitiorelettersing
the Corporate Transparency AseeAppendix A for the full lettex FACT spent nearly a
decade addinmterest groupto their advocacy coalitigmcluding law enforcement, faith
based, national security, small business, financial services, human rights, economic justice,
and anticorrupton groups.The publication of this letter one month before Congress

finalized the2021 defense spending bill including the CTaptures all of the interest

groups that either passively aligned with

diversity orthat actively worked with them to pass tGdA. Taken together,hese
signatures represent the outwardly observable ties between interest groups thatlajow
coalitions to be identifiedJunk 2020). FACT contacted many otheseinterest group
signatores to encourage them to subnubmmentson the rulemaking, and a few dozen
signatoriessubmitted comments during the rulemakitrgerest group signatories to the
FACT letter should have substantive policy influence over the final BOT rules because
regulaors are aware thahese commenterare members of this large, cressctoral
coalitionand arghusmore likelytotake h e s e ¢ o preieeencesento soctount when

revisingthe proposed regulation.
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As an alternativindependent variablé code a separate binary variable of whether
the commenter signed onthe October 2020 FACT Coalition letter supporting the

Corporate Transparency A@eeFigurel2 andAppendix A for the full letter)

No
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Figure 12 Signatories to the FACT Coalit
October 2020 BOT Endorsement Letter

This subset of the coalition membershipnsisted ofhuman rights economic
justice, small business, and banking and credit union groagswell as statkevel
government associatiotisatcoordinated more closely ondir BOT advocacgver several
years Not all of the civil society groups FACT worked with signed this letter either.
Therefore, this narrower groupay have serd stronger signal to regulatdrased on their
coordination and expertise in this issue dhadtheir preferences should be taken seriously
and included in the final rule§his measure allows me to better adjudicate between
whether the strategic coordination component of the coalition or the large, heterogenous

nature of the coalitonateh e pr i mary mechanism influencing
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Control Variables

The main analysis includes five control variables. The first contiganization
typeas a categorical variable. | code whether a commenter is a business (1), an andustry
business interest group, including professional associations (2), a civil society or advocacy
group (3), a local, state, or federal government amt@ssociatior§4), an individual (5),
or an unclear or undefined actor (6). Here | address the asenrtigt businesses and/or
industry groups have greater influence over regulations compared to other interest groups.
The second control variable is thength of the comment in words, which reflects two
theoretical considerations. The first is that longemments tend to include more
substantive, technical information that rule makers consider when revising proposed
regulations. Longer comments thus should be more likely to have infludmegecond is
that longer comments have a higher likelihood ofiglgasimilarities with the final ruley
virtue of their lengthl also create an alternatentrolvariable of comment length in pages.

The third control variable is a binary measurdéobbyingexpendituredy a given
organization on the issue of ben&flownership at any point between 20@8en Senator
Levin proposed the first US BOT bidind 2020when the Corporate Transparency Act
passedl collected these data from LobbyView (Kim 2018) via a keyword search using the
terms fAbeneficnafli oiwanlerewn er, 00 Aidbred al | of
bills in Congress since 2008 to capture all lobbying during this timeframe. This search
returned 127 unique groupbat spent money tdobby policymakersabout BOT laws
during any fiscal quarter in thiperiod of which only 10 were civil society groujisee
Appendix B) This variableevaluatsthe assumption that interest groups who spent money

to lobby Congressmembers or government agencies have greater influence over regulatory
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outcomes. However, iatest groups may not reference the specific legislation they lobbied
on within a policy area, or they may not disclose all of their activities on federal lobbying
forms. Therefore, this variable likely underrepresents the number of actors who spent
money b lobby on various proposed BOT laws from 2008 to 2020.

The fourth control variable is whether the commentaegilatedbecause they
have to complyith AML obligations. A key component of corporate transparency-lock
in is that regulated interests shdtloth support greater transparency and be more likely to
lobby government to achieve their policy preferences. These commenters may have greater
influence over regulatory outcomes independently, but they should also be more likely to
besignatorieonthe FACT Coalitionmember and active coalition memhdrgluding this
variable helps to disentangle whether policy influence primarily runs through regulated
entities or through the efforts of the coalition. Many major banking, credit union, and real
estate associations that submitted comments signed oat6ABT letter as well as
individual and grouglevel members of these associatidoregulated industries.

The fifth control variable is evidence of coalition membership based on whether an
interest grougexchanged informatiothroughco-signinga letter with another group that
is not the FACT Coalition (Junk 2020). The direct measure is a binary variablemmgptu
all comments that are signbyg multiple groupsOrganizations that sign ont@eoupletter
must shareheir draft comments/ith one anotheanddiscuss them before submission to
ensure all signatories agree with its conteligr instance, the Natal Apartment
Association, the National Association of Home Builders of the United States, the National
Multifamily Housing Counciland the Real Estate Roundtafldmitted a single comment

that they all cesigned.Sincethe comment periods are often lélsan three months, and
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many commenters submit their views in the final week leading up to the due date, it is
highly likely that these groups exchanged information with one another. The dependent,

independent, and control variables are summarized in Tdble

Tablel4: CodingGuidelinesfor Regression Analysis

Proportion of the number of policy preferences aligned with
O2YYSYyiSNRad LINBFSNByOSa Ay
Jaccard similarity scorerggportion of similar texbetween a

Policy Influence

Text Reuse ,
commenter and the final rule.
FACT Is the organization listed on the FACT Coalition's November
endorsers letter? 0 = no, 1 = yes.
1 = business, 2 = business association, 3 = civil society (adv
CommenterType

/ think tank), 4 government, 5 = individual, 6 = other.
Commenter Does the organization / people it represents have to follow A

Regulated rules? 0 = no, 1 = yes.
Commenter Did the organization spend money to lobby on BOT between
Lobbied 2008 and 2020? 0 = no, 1 = yes.

Is the letter cesigned with other organizations / in support of
another organization's comment? O = no, 1 = yes. Does not

CoSignaturs . . L :
d include industry associations who represent all of their

members.
Words The number of words in the body of titemment.
Pages The number of pages in the body of the comment.

Descriptive Statistics

Before removing the 115 individual commenters from the dataset, the median
comment included 1068 words across 3 pages. While the shortest comment was just one
word, the longest comment submitted by the FACT Coaliteeif spanned over 7@00
words across 157 pageédost commenters focused on the questions and issue areas most
relevant to their interestsvith the majority of commenters only offering feedbaokone
or two issue area®ver 50 percent of the commenters were either individual businesses or

business associationshereasonly 7 percent of the commeamswerefrom civil society
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groups Additionally, unlike some findings in other studies, most comters did not have
their text reused or their policy preferences integrated into the final rules: the median values

for both of these variables are zero (see Table

Tablel5: Descriptive Statistics for US BOT Rulemakings
Proportion, Full SampléN = 450)
Business 0.298
Business Association 0.235
Civil Society 0.073
Govt 0.129
Individual 0.256
Other 0.009
FACTENndorser 0.138
Regulated 0.138
CoSign 0.111
Lobby 0.156
Mean, Full SampléN = 450)
Comment Proportion 0.254
TextReuse 0.0096
Words 1068
Pages 5.7

Across the sample, there is also substantial variation across key variables by
organization type (see Figur8)1Among the business associations that commented on the
final rule, 30 percent endorsed the FACT letter, while 64 percent of civil society
commenters also endorsed the letter. 46 percent of business association commenters and
39 percent of civil societyaanmenters spent money to lobby on BOT between 2008 and
2020. Lastly, 22 percent of business commenters and 27 percent of business association
commenters are required to comply with US AML rules. Among regulated commenters,
only 24 percent spent money toblly on BOT, but 33 percent endorsed the FACT

Coalition letteri highlighting how regulated commenters aligned with FACT and actively
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lobbied with themto reduce their compliance costs. Several banking and credit union
associations as well as the land taksociation both spent money to lobby and endorsed
theNovember 202GACT letter.

For achieving their policy preferences around the BOT rules, 60 percent of business
commenters and 47 percent of business association commentersomaadf their
preference adopted in the final rule. In contrast, only 27 percent of civil society group
commenters had none of their policy preferences adopted in the final rule. Conversely, just
7 percent of business commenters, 4 percent of business association commengers, and
percent of civil societyroupcommenters achievedll of their stated preferences in the
final rule. Together, this descriptive data suggests that civil society groups on the whole

were more likely to have their preferences included in the final BT ru
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Model Selection

Because the comment influence and text reuse dependent variables are both
proportions between 0 and 1, they have an upper and lower bound and therefore are limited.
In addition, the variance exceeds the mean with a disproportionate number of zeroes, so
thedata follow a Beta distribution rather than a Normal distribution (see Appendix B). OLS
assumes an unbounded dependent variable and uses a normal disttibertedare,it is
not the best model for these dd@asides OLSI estimate fractional logistimodels using
the glm package and ordered beta (2022gressi ot
ordbetareg package in R. Fractional logistic models are an older approach for proportional
dependent variables using the Bernoulli distribution rather tharotheahdistributiorthat
allowsmodeling of a continuous variable over a defined bounded range (Balla et al. 2022).
Ordered beta regressions improve upon fractional logit and standard beta regression models
by not only using a Beta distribution, but alstoaing outcomes to actually take 0 or 1
values rather than close approximationstiasevalues like some other models. This
appr oa alowstfdiqualitatifie differences between the bounds and the continuous
responsas Kubinec 2022. Thepolicy influence hypothesis is expressed by the following
equation across athodek:

PolicyInfluence=
/ +] 1 Coalition Member

4/ 2 OrganizationType
4/ 3 Comment_ength
4+ 4 Lobbyng Spending
4/ 5 RegulatecEntity
+/ 6 Co-Signatures+ -
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Coalition Influence Results

Before presenting the results from regression analysis, | first plot the difference in
means across groups for influence over the B@ds Thosewho signed onto the FACT
endorsement lettazampaigning for BOT achieved nearly double the proportion of their
policy preferences compared to romalition members. Substantively, FACT members
obtainedaround 42percent of their preferences, while rendorsers obtained 23 percent
of their preferenes(see Figure 4). However, the difference in means was similar to the
difference between regulated and wwegulated commenters as well, suggesting that other

factors contribute tinterest groupnfluence over the final rules (see AppenBix

Commenters endorsing Nov. 2020 FACT letter achieved more policy preferences.

0.424

Yes

Endorsed Mov. 2020 FACT Letter

0.229

0.2 0.3 0.4 0.5
Comment Proportion Aligned

Figure 14: Difference in Means of the Influence of FACTFAligned
Commenters over BOT Rules
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For the main regression analysis presented in TaBlethe coefficient for

commenters endorsinghe November 2020FACT Coalition letter is positive and

statistically sigiificant for the OLS and fractional logit models, and it is positive for the

ordered beta regression modehe OLS and fractional logit specificatiomdsohold with

robust standard errars

Table 16: FACT Member Policy Influence Over BOT Regulations

OoLS Fractional Logit Ordered Beta
(Intercept) 0.2120 T1.3511 1T0.3671

[0.1513,0.2728] [T1.7076 [10.5458,
FACT 0.1135 0.5393 0.2103

[0.0129 0.2140] [0.0194,1.0587] [ 1T 0. ©.3813] ,
Biz Assn T0.0068 1T0.0224 1T0.0417

[TO. 0O783, [10.,90578 [1 0. 286 3,
CSO 0.1753 0.9039 0.4745

[0.0421,0.3085] [0.2113,1.5913] [0.1000,0.7986]
Gowt 0. 0878 0.5198 0.4079

[TO. 0.08B®W, [ 71 0. Q.04622 [0.1528,0.6653]
Other 1T0.0942 1T0.6289 0.2966

[TO. D89®Z, [13.4692% [1T1.0100,
Regulated 0.1810 0.9190 0.4480

[0.0910,0.2710] [0.4581,1.3791] [0.2328,0.6641]
Cosign 1T0.1354 1T1.0086 1T0.1010

[TO. 228D [T1.7314 [1T0. 0.32802 ,
Lobby 1T0.0623 1T0.3572 1T0.1403

[ T 0. D.622% [ TO. 8714898 [ 1 0. B.6734) ,
Words 0.000002 0.000008 TO.00000C

[TO.000004[TO0.0000 [TO.00O00O01

0.000007] 0.00004] 0.00001]
Num.Obs. 335 335 335
RMSE 0.29 0.29 0.30
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From the OLS model, FACT Coalition members had around 11 percent more of their
preferences included in the final BOT rule compared tesignatories. But both regulated
industry group and civil society group commenters also increased the proportioir of the
policy preferences included in the final rule by around 18 percent. Organizations that
submitted cesigned comments with another group (not including those wisigoed the

FACT letter) achieved 12 perceistwerof their policy preferences. Yet whenviewing

the data, most of the egners were smaller groups who endorsed other larger interest
groupsO®6 mass comment campaigns to weaken
discussion section.

These findings corroborate the plot of differencesni@ans and suggests three
parallel streams of policy influence. Some policy influedmerun directly through the
information exchange and strategy coordination spearheaded by the FACT Coalition.
FACTO6s abil ity tideologicalgsupport aoss namry dlifferent types of
interest groups gave its BOT letter-signers greater influence over the final rulgey
obtainedaround 10 percent mooé their policy preferences overaBut somewhat greater
influence likely runs through the ability tfe parallel civil society and regulated industry
and professionaissociatiorroalitions workingwith their member organizatiots achieve
their policy goals. While the civil society coalition won the inclusion of several types of
professional groups ihaving to report beneficial ownership information under the new
regulations, such as lawyers and corporate service providersompany applicés)
regulated industries were able to preserve their access to the BOT registry as outlined in
the proposed rute Overall these estimates mostly support the final steps of corporate

transparency lockn.
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To highlight the improvements in modeling lindtezeroinflated dependent
variables from OLS, FigureE3shows the difference in the predicted values acrossliBe O
fractional logistic, and ordered beta regression models. While both the OLS and fractional
logistic plots keep all of their predicted values within thé @ounds, the predicted
influence is much lower than the observed data. The ordered beta regressies in
particularshowthat the OLS and fractional logit models are much less precise, but it still

produces an estimate that is slightly greater for commenters who endorsed the FACT letter.

OLS Model - Predicted Values
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Endorse Nov. 2020 FACT Letter
Figure 15: Predicted Values for OLS, FractionalLogit, and Ordered Beta Models
for November 2020 FACT Letter Endorsers
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For the alternatetext reuse dependent variable, the only variables positively
associated with increased reuse in the final rule are comments from business associations
and groups whoubmitted longer comments. However, | do not present the results for the
text reusalependent variable here because the majority of the effetated tdhe length
of the comment (see AppendB). Unlike other studies that leverage text reuse as a
measue of policy influence, the finding for this particular study may be an artefact of how
FinCEN specifically responds to commenters. FInCEN acknowletigegeneral direction
and nature of theommentdor all of the questions they poselout theyrarely named a
specific organization as the source of a certain gidecision In contrast, agencies like
the EPA more frequently name specific interesugroommenterand their input in their
response document (Balla et al. 2022). These response practicebange across time
for US government agenciasd/orbecome more standardized.

Robustness Checks

| conduct several robustness checks to ensure these results hold across different
specificationsaand measures of the independent and control variéddesAppendiB for
all table3.!! First, the estimates for the main findings have the saagnitudedirection

and statistical significance when | include the full sample of 450 comments with

individual s submissions. They are robust t

word count as a measure of comment lepgttdremovingthe comment length variable
does not change the main resultext, | include a binary variable cfpeateccommenters,

where a commenter is coded as thdy submitted for both the ANPRM and the NPRM

1 1n future analyss, Iwouldinclude a measure of the percentage of quantitative datgiirencomment.
Recent research sugtethat policymakers understand quantitative information as a more credible signal
of both the commentr s & experti se and t hig WeiandiZiang2®B | i ty of
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Commenters who submitteésponse$or bothroundsof the rulemakingsend a stronger
signal to FInCEN that they care about influencing the outcome of the rulemakiag.
estimate for this variable is negative and not statistically significanthantkinestimates
are robust to the inclusion of trasldiional controlvariable.

| alsoinclude two alternatgvays of measuringhe lobbying expenditures control
variable. The first is a binary variable of BOT lobbying from 2016 onward when policy
momentum around BOT increaséal better captureéhe interest grops lobbying who
would be more likely to have substantive influence around the policymaking pescess
they attempted to shape the various versions of the Corporate Transparency Act in the
House andSenate The second is a count variable of the number bbyng entities
working on behalf of that commentgpom 2016 onward For examplethe Bank Policy
Institute had four organizatiofimcluding themselvedpbbying around BOT during 2019
and 2020. Substituting either of these lobbying expenditures varifdniehe original
measureloes not change the sign, statistical significance, or substantiveoétfeetresults
across any of the model specifications.

However, when | include the October 2020 FACT Coalition letter as an alternative
independent variable in the original model, the main results weaken slightly. The FACT
letter endorser estimate remains positive d&as a similar effect size but is no longer
statistically significantSince a smaller, less diverse group signed tmgoearlierletter,
this estimateprovides weak support forthedea t hat prim&ymeanadfi t i onds
influence is its size and diversitiRegulators pay attention to strarggalitions, and while
the October 2020 letter included usual allies, the November 2020 letter highlighted the

strange bedfellowthataligned with FACT
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Discussion:Data Issues andMass Comment Campaigns

The comments data and findings raise several pdort discussion about data
guality and my ability to draw conclusions from these data. First, | discuss some data access
and quality issues that lined thisquantitative analysis to the U$hen | discuss how
evidence of mass comment campaigns (MCCshe US case from business interest
groups but not frongivil societygroupsor coalition membersffers additional support for
earlier stages of the theorized causal prodessnclude by reviewing the main findings
and discussing their implications fasrporate transparency lock.
Data Issues: Missingand IncompleteData

This chapter only analyzes US public consultation data. | am unable to conduct
similar analyses for the other three country cases for one of three reasons. First, these
countries and thers had an insufficient number of comments for a witoantry
guantitative analysis and thus would be underpowerad. 2019 Canada consultation
generated 47 comments, whilee 2017and 202 Australiaconsultatios produced23 and
31 commentgespectively Furthermoreit is not possible to combine these countries with
the US analysis because these public consultations ochefectt he | awds adopt.i
direct input onproposedlegislation rather than afterward as direct inputresulting
regul ation. Though having a quantitative ana
adoption would bea more direct test of the theory, the difference in timpmgventsa
combined analysis. Finally, the US is the only case where comprehensiventpbbyi
expenditures data are available in conjunction withctresultatiorcomments data.

Second, the US is unique in that government agencies publish nearly all of the

comments they receive on proposed regulations. Other countries like the United Kingdom
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do not make thaunderlyingcomments from consultations publicly available. However,
interested parties can request the comments made for a public consultation through the
countryés freedom of i nformation | aw wunder
multiple FOI requests and appeals, failing to persuade the govermf@ntation offices

in the UK, Canada, and Australia releasehe commentgsee Appendix A)The public
interestbenefit from scholarly study of these comments to better understancavisass
corporate transparency across different countries were insufficient to outweigh the privacy
rightsof the commenters. In other instances, | was provided with some (but not all) of the
comments with the identifying information redacted, leaving mablento use the data

since | was not able to attribute the comment to a specific interest group. Finally, in some
cases the government said they were not finished withrilemaking and/or report for

the government about the issue and that they woaldeghe comments with me once the
governmentfinalized its responseHowever, despite numerous follayps with thee
government agencies, they failed to provide me with the requested comments.

Third, some interest groups have an incentivgublicly demorstrateto their
members that they are actieffectively on their behalfwhile othersseekto keep their
activities quietForthe former, pofessional associatiosgekto telegraph their policy wins
to membership to signal their efficadjprivate sector groups have a strong incentive to
contribute to consultative processes in order to shape policies as well as to leave a record
of t hei r Pagliarsand Youmg@2s4¢0580).For the latter, public evidence of their
influence attempts signals failureaw firmsand family officesworking on the behalf of
their high net worth clients downplay their victorgasd lossessuch as the PIC campaign

not securing an outriglexemption for family offices in the final BOT rule
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The data | did have access to likely overrepresents the interests who want their
organizational activities to be publicized while underrepresetitioge who seek to keep
their activities and any influee private For example, Koch Companies Public Sector,
LLC lobbied extensively on the first BOT bills proposed by Senator Levin in-2009
and again in 2012020. Yet they did not provide directly attributable comments on either
the 2016 CDD rules or tke 2022 BOT rules. Groups and individuals with the requisite
expertise may be more likely to comment because they believe their preferences and
insights will be taken seriouslyWhere | was able to find comments publicly posted
organi zat i depiitesgovereniests naesponding tomy FOI requests, the
availability of these data offers evidence of cr@thtiming of lobbying activityby both
professional and business associations along with civil society groups.
Mass Comment Campaigndio FACT MCC Offers Additional Support for the Theory

The US BOT comments are characterized by at least three mass comment campaigns,

or MCCs (Balla et al. 2019; Balla et al. 202R)CCs are identical or nearduplicate
commentsthat are sponsored by organizations and submitted by group members and
individual supportersThese campaigns lead to the submissiordoaéns to hundreds of
thousands of comments to signal high public attention to a rule and the direction of public
opinion. All three MCCs mirror existing findings in that they are no more than a few
paragraphs each. Many commenters only submit the boilerplate language from the
organization, while some add personal anecdotes or additional relevant inforgBatlan
et al. 2019. The MCCs do vary in the level of specificity of the changes they advocate for.
For instance, the mMMCCasksspecifitallyfoea exemptioGfoal i t i or

single family offices and seeks to limit access to the beneficial ownership registry
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SKL INVESTMENT GROUP, LLC
P.O. Box 1097
Mattoon, 1llinois 61938

February 2, 2022

Federal E-rulemaking Portal
[https://www.regulations.gov/commenton/FINCEN-2021-0005-0217"

Policy Division

Financial Crimes Enforcement Network
P.O. Box 39

Vienna, VA 22183

Re: Docket Number FINCEN-2021-0005; RIN 1506-AB49 - Beneficial Ownership

Ladies & Gentlemen:

The Financial Crimes Enforcement Network (“FinCEN™) has requested comments on the
Proposed Rule' providi ial O ip Infc i ing K i authorized under
the Corporate Transparency Act (the “CTA”).?

We write in support of the comment letter submitted by The Private Investor Coalition, Inc. on
February 1, 2022 (the “PIC Letter”). In particular, we request that FinCEN establish an exemption from
the reporting requirements under the CTA for Qualified Family Offices as described and for the reasons
stated in the PIC Letter. In addition, the amount of detailed personal information required to be posted to
the FinCEN database and the virtually unfettered access that federal and foreign agencies will have to it
poses significant personal safety concerns for every individual whose name will appear in the database.
The Proposed Rule is a grave overreach by Congress and FInCEN that fails to adequately protect the
personal security and personal information of U.S. citizens.

Thank you for your consideration of these comments.

Sincerely,

MARSHALL STREET

CAPITAL —

Federal E-rulemaking Portal

[httos://www.r on/FINCEN-2021-0005-0217]

Policy Division

Financial Crimes Enforcement Network
P.0. Box 39

Vienna, VA 22183

Re: Docket Number FINCEN-2021-0005; RIN 1506-AB49 -
Information Reporting Requirements

Beneficial Ownership

Ladies & Gentlemen:

The Financial Crimes Enforcement Network (“FINCEN”) has requested comments on the
Proposed Rule’ providing Beneficial Ownership !iifoimation Reporting Requirements authorized
under the Corporate Transparency Act (the “CTA”).?

We write in support of the comment letter submitted by The Private Investor Coalition, Inc. on
February 1, 2022 (the “PIC Letter”). In particular, we request that FinCEN establish an exemption
from the reporting requirements under the CTA for Qualified Family Offices as described and for the
reasons stated in the PIC Letter. In addition, the amount of detailed personal information required
to be posted to the FInCEN database and the virtually unfettered access that federal and foreign
agencies will have to it poses significant personal safety concerns for every individual whose name
will appear in the database. The Proposed Rule is a grave overreach by Congress and FinCEN that
fails to adequately protect the personal security and personal information of U.S. citizens.

Thank you for your consideration of these comments.

T Jt—

Bruce Betters /
ceoand cio /
Marshall Street Capital

Steven L. Grissom, CEO

! Federal Register :: Beneficial Ownership Information Reporting Requirements

* Federal Register :; Beneficiol Ownership Information Reporting Requirements
134 Stat 4604, codified at 31 US.C. § 5336.

%134 Stat 4604, codified at 31 U.S.C. § 5336.

Figure 16: Sample MCC Letters from the Private Investor Coalition Campaign
(FINCEN-2021-00050279 andFINCEN-2021-00050280

A similar MCC was organizelly the groupSmall Businesses for Tax FairndSBTF),
coordinatedby members of the Silver & Co. law firm in Californralated tofiling
documents for a nelS entityandthe costs to small businessé&s contrast, the MCC
directed by the National Federation of Independent Businesses (NFIB) focuses on generic
claims ofgovernment overreach aimttlividual privacy violationsHowever,theseNFIB
commenters were much less likely to use the same form letter but insteadedisibass
same themes of invasion of privacy and the costs to small businesses

Notably,neither FACThor another arttorruption group coordinated a mass comment
campaign This contrasts witkexisting researcehowingthat the majority of MCCs in the

US are run by public interest organizatidnsadvocatdor stronger regulations (Judge
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Lord 2019).I suggest that thabsenceof civil society groups organizing a MCC offers
additional evidencthatsuppors my theory Becausé=ACT understood tha8OT waslow
public salience issue, they pursusmdfi i n s lolibyng strategyfocused on providing
targeted expertise to regulatevgh making surecoalition membes submitted comments
rather tharputting public pressure on regatorsthroughan MCC. If FACT believeda
mass comment campaigvould have increased pressure on FINCEN to adopt a stronger
BOT rule, they would have pursued this towast tactid but they did notln contrastthe
PIC, SBTF, and NFIB campaignsursued MCCsin an attempto generate the impression
of broader public suppoftr theirpolicy preferencedn this instance, they failed to do so.
Conclusion

In summary,in this chapter kest two hypotheses related to gerond stage of
corporate transparency loak The first hypothesis is that members of the-pro
transparency coalition exchange more information with one another compared-to non
coalition members. | find little evidence to support the information exchange hypothesis
from analyzingpatterns ofext reuse across regulatory commeBesdesMCCs, he most
common types of exchangenong interest groups were between professional associations
and their member organizations or among dtatel government bodiess evidenag by
including similar text across commen@o-signed letterare infrequentwith individual
commenters often submitting separate comments alongside-thgnea letter.

This finding likely is because FACT engages in more compgtrategic
coordinationandinformation sharinghatdoes not rely on sharing and repeating the same
information across actors to regulatdrsstead, they relgn actors within a policy system

speaking to their expertise and complementing the information provided by other members
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within their respective coalitiothat they believed would be more persuasive with
regulatorsText reuse measures capture a specific type oklidort information exchange
that serves a specific strategic goal for interest groups: coordinatidmmefadth (many
commenters repeating the sawi@w on anissue in tandem) versus coordinationdepth
(many commenters covering different facets of the issue in tandem). In other words,
deeper, more substantive coordinatlemeragingcomplementary expertise rathtéhan
brute force message amplification may better characterize how FACT approached
coordinating their coalition membensloreover, without the policgpecific qualitative
knowledge of how interest groups coordinated to influence any specific policyeteet
measures can lead to inaccurate infereabesit actual patterns obordination

The second hypothesis is that fransparency coalition members have greater
influence over the final policy outcome compared to-n@mbers. | find greater support
for the policy influence hypothesis. FACT Coalition letter endorserscadsociety
groupswere more likely to achieve their policy preferences compared to all business
groups. However, much of this effect likely runs through two parallel coalitionsimgork
in tandeni thecivil societyand governmerdgencycoalition coordinated by FACT, and
regulated industry groggrimarily coordinated by the Bank Policy Institute. Members of
both of groupswvere themost likely to have influence over final policy. These findings
provide qualified support for the theory: the large, cismsoral coalition achieved their
goal of stengthening at least some of the rules despite substantial opposition |diobying
businessYet while FACT was the primary coalitidhat influencedhe outcome of the

final rules, other coalitions had some influence as well. This finding is in lineJwitk
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(2019) 6s c | ai mantmoderatthe effecta @& coalitioh diversitg: public
salience issues have higher cooperation costs and fewer benefits from signaling (663).
More broadly, his chaptemprovides some evidence to challenge bussngower
research arguing that higlublic issue salience is necessary to reduce business influence
over financial regulation. These studies contend light salience is necessary favil
societygroupsto achieve theidesired policy changekespiteopposition from structurally
powerful business interest grouf&ulpepper 2012; Kastner 2017, 2018; Kalyanpur and
Newman 2019; Macartney, Howarth, and James 2@20)the other hand, this chapter
supports IPE research demonstrating that government proposdfengthen regulation
can increase the influence of interest groups that supfrortger rules (Chalmers 2020).
In this instance, unity from banking, credit union, and some of the real estate industries
were able to combat some opposition from legal ather financial industry groups
participating in large coalitionsan increastarge firm influenceas well(Mertens 2019).
Nonetheless, rapid improvements in artificial intelligence technology such as
ChatGPTsuggest the quantitative study of publimsoltation comments at scale may
quickly become difficult, if not impossible. Individuals coordinated for large grassroots
campaigns by specific organizations can now be written by Al with sufficient variation and
uniqueness to make it impossible for pgiieakers to tell a genuine humaroduced
comment from an Aproduced oneHarrell 202). Organizations can rely on Al to generate
comments quickly on lowepriority and lowefrstakes issues, saving resources to focus on
writing comments for major issues. @ments from fake organizations or impersonators
become increasingly likely as well, increasing the difficulty of ascertaining either fake or

astroturfing organizations from genuine ones. Other researchers contend that comments
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can still be useful as parf @ broader research agenda on the study of interest group
influence at different levels. Governments amgrnational organizatioralike primarily

listen to comments from wedlstablished organizations and experts rather than individual
members of the yblic, making Al comment spamming less likely to influence future
results. Currently, most researchers exclude individual comments from their analysis as |
have done in the main analysis in this chapter because they are known to have less influence
and foas on the influence of established interest groups as well.

Overall, this methodological approach of text reuse and regression analysis of
public consultation comments still has utility for both analyzing specific case studies and
for largeN analysis goig forward. International relations scholars can extend these
approaches to historical instances of international standards setting inteenational
organizations @icit comments from the public. Increasinds like the FATFrequest
comments from intest groups, expertandpolicymakers worldwide to provide input into
their standards setting process. For financial and environmental standards especially,
researchers can compare the proposed international standards to the final standards and
measure bt coordination among interest groups and their influence over global standards
setting processes. Comparitngseoutcomes across multiple policy areas would help IPE
scholars to assess whether the dynamics and factorerthlale interest groups to have

influence indomestigpolicymakingextend to the transnational level.
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Chapter 8 Assessing AlternativesCrises, Internationdhstitutions and Federalism

Through Chapters 5, 6, and 7, | tested a series of hypotheses following from my
theory of corporte transparency loek using a mix of qualitative and quantitative
evidenceabout the sources of business support for and the adoption of BOT laws in four
Anglophone countriedHowever, these chapters did not address the competing alternative
explanationgderived from the comparativeolitics and international political economy
literatures outlined in Chapter &s such, in this chapter | address three primary alternative
explanations related to the sources of variation in explaining the adoption ofaterpor
transparency laws that are applicable to large, financialized indwstnadcracies

The first set of explanations are related to claims about exogenous simucks
critical junctures. Events like majénancialcrises anatorporate tascandals raispublic
issuesalienceincrease electoral pressure on politicians,ceha window of opportunity
for civil society advocatet pressure on politiciangto adoptingcorporate transparency
laws (Kastner 2014, 2018). | contend that exogesrshocks like the global financial crisis
andthe series of ICHacilitated global information leaks were insufficient to eitineluce
policymakers to change domestic lamsgeneratepreference changeamong industry
groups BOT itself is a niche, témical policy area that did not attract sustained pudslic
policymakerattention that would lead politicians to take actions to change legislation.
Moreover, crises often require policy entrepreneurs to point policymakers toward a new
consensus (Moscheliand Tsingou 2013), and their ability to point toward BOT as a viable
policy solution was limited without at least some domestic business interest group support

based on costuttingand leveling theegulatoryplaying field
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The second set of explanatica® related to claims about the role of international
institutions, frominternationalorganizations likehe Financial Action Task Force (FATF)
to transnational networks like the Open Government Partnership (OGP) and the Extractives
Industry Transparency Initiative (EITIJheseexplanations are grounded in claims about
globalization producing policy convergenaad/or policy diffusion through learningy
coercionmechanisms (Sharman 2011, Morse 2022)ontend that these international
institutions were unfavorable sites for promoting domdstiel changéy actors engaging
in policy entrepreneurship both insided outside of government.

Although international standards setting by FATF provided a lowest common
denominator standard (Eccleston and Woodward 2014), and transnational multistakeholder
networks like the OGP and the EITI provided some resources amecatans for civil
society groupgBerliner, Piotrowski, and Ingrams 202Zhey did not guarantee the
passage of domestic laws. Domestic activists lacked meaningful avenues to influence
global AML standards setting within FATF, and FATF could not credibiseaten
developedlemocracies with either black or grey listing (Morse 2022). Domestic regulators
also did not leverage crossitional forums to develop alliances with their foreign
counterparts to increase pressure on politicians to adopt new pdtaresl(and Newman
2015). Ratherpolicy battlesoccurredprimarily within domestic governmentsetween
finance and business departments. Similarly, advocates found that referencing examples
and case studies from othewuntriesless useful than developirdpmesticallyoriented
evidenceto national policymakersOverall, domestic politics mattered more than

international or transnational politics.
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The final set of explanations are related to federalism enabling interest groups to
engage in regulatory arbdige at the subnational level and stymieing the adoption of
national corporate transparency laiwegel 2018,Meckling and Trachtman 2@2 While
the US and Canadian cases were affected by this fatbnational governments are
laboratories for both bus#ss capture and for policy innovation. PolicymakesomeUS
states and Canadian provinces pursued subnational BOT laws that provided a counter to
opposition from other subnationalicymakers and business interest groégislitionally,
once nationalevel information collection rules were in place, affected industry groups
preferred withincountry regulatory harmonization to reduce their costs and to level the
playing field compared to their rivalsConcerns about domestic competition took
precedence @r international competition.

| used the method of elimination (Collier 2011) to determine which alternative
explanationsare associated with plausible mechanisms that could penduced the
observed outcomes. As a result, | do not address the following explanations in greater
detail: (1) US coercion, (2) democratic regimes, (3)-ledhing governments, or (4)
political competition. These explanations are either outside thee swofhe proposed
theory (e.g., | seek to explaine sameutcome in developed democracies, so democracy
as a variable is relatively invariant across cases), could not happen for the cases under
examination (e.g., the US was much less able to coercedmheloped democracies into
adopting BOT when it had not done so itself), or did not pass a plausibility check when
reviewing the relevant data (e.g., BOT laws pass under bothaledt rightleaning

governments at similar rat@sthe wider sample The evzidence | gathered also provided
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little support for these alternativelsnow elaborate on exogenous shocks, international
pressures, and federalism alternatives in turn, followed by a brief discussion.
Exogenous ShocksThe Global Financial Crisis and thePanama Papers

Exogenous shockxplanatios derive from thenistorical institutionalis literature
across both international relations and comparative politics. These explanations generally
contendthat amajor eventincreased public salience about an ésand produced voter
pressure on politicians for reforrm this instance, thglobal financial crisisndglobaltax
scandalsncreasedhepublic salience of tattansparency issuasd the need to solve them
with government reformsThese events opened window of opportunity where
governmentseither made international commitments tex transparencyeforms or
adoped these reforms outrighRixen 2013; Seabrooke and Wigan 2016; Emmenegger
2017 Christensen and Seabrooke 202#gh saliencdassuesncrease bottorup pressure
on policymakersfrom the publi¢ giving civil society groups greater ability topush
governmentso pasgeformsthrough policy entrepreneurshagtivities(Culpepper 2012;
Kastner 2017, 2018; Kalyanpur and Newman 20&cartney, Howarth, and James 2020).
It is often assumed that business power declines under these conditioeased public
salience |l imits business interest groups6é al
tactics intended to limit reforms @ prevent them altogeth@éviertens 2019Morgan and
Ibsen 2021)In brief: a shock happens, public attentinareasesrom media coverage,
civil society power increases, business power decreases, and politiesgrend to
electoral pressures lagloptng policies in line with publi@ndcivil society demands within

a short period after the shock.
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There is some evidence to support this explanation as the primary factor
contributing to crossountry variation in the adoption of BOT laws. Both the global
financial crisis and the Panama Papeek raised public awareness of tax evasion and
illicit financial flows through increased media reporting and increased policymaker
attention to these issuds.lceland and Pakistan, Panama Papers led to the resigration
their respective prime ministerthe leaks alsinitiated hundreds of successful criminal
investigations worldwideYet the links between media coverage, public awareness, and
policymaker pressure are tenuous at best in the US, UK, Canada, andlisddustra
Contemporaneoupolling datasuggests the publio these countriemostly ignorecthe
Panama Paperseading to littleelectoralpressure on politicians for greateorporate
transparency. Acrossnational Ipsos Poll in May 201ighlightslow public awareness of
the Panama Papers, with percentof Australians, 26 percentof Canadans 28 percentof
Americans and44 percentof Britons claiming to know about the leak$e majority of
respondentslso statedt hey onl y knewe feaks, suggestifg dimiteda b o u t
capacityfor the publico make sustained, coherent policy demands for greater transparency
from their elected officialsSimilar US andUK YouGov pollingfrom April 2016 shows
that only34 perceniof Americans and 3@ercentof Britonsclaimed to be followingnews
coverageof the leaks.

This lack of public awareness is surprising given the focused media coverage
aroundthe Panama Paperd G| o b al Newsstream search for

transparency, 0 and A b e nwithin teeiU&,IUS,cCanadarasdh i p t r
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Australia over April and May 2018nds 241 articles published in this timefram&The
relative popularity of Godg Search Trendscludingthese terms peaks durittgese two
monthsas well suggestinghatmany members of theuldic sought out more information
about the policy issues ammbssiblesolutions But extending this search windofwom
January 1, 2008 thrgiln March 20, 2023nly finds 1,847 articlegotal publishedin this
timeframe Global transparency researchers halg®noted the comparative lack of media
attention to BOTas a key governmenteform topt during the last decad@erliner,
Piotrowski, andingrams 2022, 156)Without consistent media coverage galvanizing
public attentionand transformingt into a clear policy demand, politicians experienced
little public pressuréo adopt BOT laws.

Civil society advocates and policymakatemselvesheld conflicting opinions
about the ability of the Panama Papers to incrpalkkc awareness about anonymous shell
companies and BOT as the solution. Some viewed the leaks as a major moment that
reinvigorated or ignited the BOT campaign in their courtng brought new actors in
(Interview12, 16, 21, 2231, 38, 39, while otherqquestioned how pivotdhe leaksvere
in changing the policy landscapeimproving both publicinderstandingf the issues at
handor their ability to pressure policymakersaradopting a BOT lawinterview 11 14,

23, 36, 41). Several wil society groupslamented the ongoing lack of both media and
public attention to BOT, even when they were actively trying to push these issues in the
press througtpublishing opinion piecessharing reportsor pointing reporterstoward

newsworthy angles on theissues. For instance, although the Obama administration came

2 search termg'shell companies" OR "tax transparency” OR "beneficial ownership transparency") AND
location.Exact("United States" OR "United Kingdom" OR "Canada" OR "Auestjah newspapers,
magazines, and blogs, podcasts, and websites.

28



out and agreed to finalize the CDD rule requiring financial institutions to collect beneficial
ownership informatioms m@rt of itsresponse to the Panama Papers,

Aa month | ater @brapien ddy.eThatl was thebdaygthataalsd |

Treasury finalized the CDD rule and sent to Congress its outline of what beneficial

ownership legislation should look like. And sottipaovided some momentum. |

me an, t hat whole thing didn't get as mu:

(Interview 23).

Major media outlets like the ICIJ continued to credit claim about their role in
causing policy reform in countries like the W&ugh, either through increasing public
awareness and electoral pressure on politicians or shaming policymakers directly. Yet
reporters who covered these issues found that the public were not very surprised by the
initial revelations of tax avoidance andrrupt financegither Knowing that these issues
are real and just as bad as people thought did not spark a widespread grassroots movement
for policy change, along with the scale and abstraction of events like a financial crisis or
global corruption makig them difficult to fully understan@nd to organize around
(Interview 25, 44). In contrast, later reporting that connected shell companies and BOT to
more accessible issues like higher real estate prices made the issue more real to
policymakers becausbdy assumed voters would understand and care about it as well.

Despite later reporting shifting to more tangible issue frdikeseal estatethese
shortlived increases in media attentidid not correspond with sustained, coordinated
public action or oncrete policy changes around BOT. The Occupy and Uncut movements
during the early 2010s focused primarily on corporate tax avoidance and austerity politics
rather than illicit financial flows. Policy advocates and public activists glikenoted

CBCRas he best policy solution for corporate tax issues rather than B@ibughcivil

society advocates in the US and the UK found the blurry lines between different tax
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transparency initiatives useful &tempt toprogress the public case for BOT (Interview
22, 29, 40) But these grassroots movements did not latch onto BOT as a policy demand
despite activistsd repeated attempts to | ink

Additionally, grassrootsnovement participantthat did engagén direct actions
such as protests, demonstrations, petitions, and occupations of public space to induce
policymaker response for corporate tax avoidance, such as retail protests of Starbucks in
the UK after itstax avoidanceschemes wereexposed. Vaughar2019) finds that
contentious political action around tax justice issues in the UK and Australia was more
associated with domestic politics rather than global media events. The adoption of national
austerity policiesn the years aftevard these revelatias triggered widespread public
protests and demonstrations rather than the ifii@ahcialcrisis itself Furthermore, media
attention to tax and AML issues is uneven and largely confined to the period immediately
before and after a media or crisis ev@rfaughan 2019, 744). The Google Tresdsrch
term popularity datan shell companies and tax transparency corroboratefnitiisg.

Industry and firrlevel preferences toward BOT did not shift in response to the
reputational corens generated by thesgogenoushocks either. While public attention
was drawn to impacted industries and speafiposedfirms for a short period, these
interest groups knew that BOT was a niche, technical rulevihaitess amenable to
garnering sustained public attentiordainderstanding of the issues. Without clear material
domestic impacts, it was unlikely to produsibstantive, sustained electopa¢ssure on
politicians to change the lawherefore, there was no reason to change either their public

or private positioron BOT in responsé.aken together, these datad previous findings
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suggest that BOT as an issue is less -agiled to increases in public salience via
exogenous shocks as the primary mechanism producing policy change.
Policymakers themselves used csise justify government inaction nearly as often
as justifying government action on these issues. Senator Tom Carper of Delaware argued
against Senator L a2009hdnslan@ sec€udtgorBnitiee dy citing 1 n
the uncertainty generated by tHelgal financial crisis:
Al fear that S. 569 would impose undue burdens on state authorities and legitimate
businessé&s especially our struggling small businésat a time when the U.S.
financial system and the domestic economy are under severeistress
TheAustralian government cited the global financial crisis as the primary reason why they
paused the Tranche 11 r e f onmrajorsscaradals invaving . Even
Australian banks, casinos, and real estate money laundering, as well as abldged p
corruptiord0 ( Levi 2020, 45) generating public att
been unable to pass the Tranche Il and BOT reforms since then. Instead, BOT laws pass
despite low public salience and long before or after the relevant exagsocks athe
productof lobbying by a strange coalition of civil society, regulated businesses, and law
enforcement groupthat coalesces aftarformation collection rule changssift business
groups preferences
Another related argument within theogenous shocks literature is that crises
events are sekvident to the public and policymakers as well as what the appropriate types
of policy responses might be. Other politica
themselves and insteagljure policy entrepreneuts define what the crisis is ata point
policymakers toward a new consensus (Moschella and Tsingou 2013). Civil society

advocat es 6 abi | policyconseasusavoringBOTwas limaded withomt
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domestic businessinterest groupsupport. Whileadvocatescould referenceevolving

international standardss a signal of the changing consensus in response to these shocks

the absencef similar laws and policiem peer countriesuggested otherwise. Once other

countries began to adopt BOT laws, there was also relatively little consensus about what a
fgoodo | aw |l ooks 1ike, from the types of el
whether the registry was public and who could have access to the data. ladugtbn

and variation in laws on the books further highlighted international dissensus around BOT.

Once domestic business interest groups voiced their support for BOT as a solution,
however, policymakers began to consider changing the law.

In summary, eagenous shocks like the global financial crisis and the Panama
Papers leaks did not produce sustained, bettpnpressure from the public onto
policymakers to adopt BOT laws in geefour casefHakelberg 2020). The weakness of
the evidence and mechanisassociated with thiexplanation stands in contrast factors
producing domestic variation for other types of tax transparency, particularly the taxation
of MNCs as a highly publicly salient issue where policymakers do feel pressure to respond
to public sertment(Arel-Bundock and Blais 2023, dlowever, governments experience
pressures from internationatganizations and transnational netwoasswell. The next
section examines global pressures from international organizations, multistakeholder
groups, anagdvocacy networks as separate categories, as well asmatassal pressures
related to the rule layering.

International Pressuresthe FATF, the EITI, and the OGP
In this section, | focus on the three key internatianghnizations and transnational

initiativesthat have contributed to the development of BOT standards, to securing domestic
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policy commitments, and fgromotingcorporate transparency a global norm: the Financial
Action Task Force (FATF), the Extractives Industry Transparency InitiaiVel), and
the Open Government Partnership (OGP). These institutions facilitate international policy
diffusion of the BOT standardkatthey developed througbolicy learning and coercion
mechanisms and ideally eventual policy convergence around bestgsadhey also
pursue making BOT a global norm where greater access to information supports the
protection of a wide range of human rights (BerlinerZ0Iogether these institutions seek
to make the universal global adoption of BOT laws seem inevitable
A T himternational dimension also provided a sense of inevitability around
beneficial ownership | egislation passing
again that this was background condition rather than a primary driver, but everyone
was awaf(neervien8).i t 0
As insinuatedoy the second half of this quotation, | suggest that the activities of the FATF,
OGP, and EITI were a secondary factor explaining the timing of BOT adoption in the UK,
US, Canada, and Australia. Although these internationg&nizations and networks
offered some opportunities for relationstpilding, strategic exchange, and reputational
pressurg, they were unfavorable sites for promoting domestel changes.
The Financial Action Task Force (FATF)
The FATF is a global wney laundering and illicit finance standas#sting body
first established in 1989 in response to global concerns about drug and human trafficking.
FATF6s membership has expanded over time fr
alongside collaboration withffiliated regional organizations and other stakeholders. Its
mandate has expanded over time as well, incorporating terrorist finaaipgrt of its

mandatdn the wake of the 9/11 attacks. TRATF researchspatterns in illicit finance,

develops globla AML st andar ds, revi ewsstamdardsand r i es 6 ¢
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publishes research reports, country reviews, and compliance lists. The FATF thus has
established itself as the preeminent international Adfigianizationover the last three
decadeshrough its accumulated experti€esingou 2010; Nance 2015).

For i nternational relations schol ar s, t h
blacklists and greylists of necompliant countries exemplify an instance of coercive policy
diffusion. Whether througheneral reputational concerns (Sharman 2011) or through the
withdrawal of access to capital for listed countries (Morse 2022), smaller and lower income
countries experience pressure from international actors to adopt AML standards including
BOT laws.Fordeveloped democracidsATF mainly provides a site of international policy
learning and exchange while applying mlakmative and reputational pressurenational
policymakerseven when the public is ignorant of issues around money laundering (Levi
2021, 103).However, F A T Fadilgate dedrming iort tg inflictshameonto
developediemocracies into adopting BOT laws is limited across several dimensions.

The first dimension is through FATFO6s var
has membercountries engage both selfaluations and an ongoing mutual evaluation
process to assess their compliance with its standards. The publication of poor mutual
evaluations offers domestic civil society groups a readgle focusing event to call out
their governments for not making progress on BOT (Interview 12, 14, 17, 31, 38, 42). But
domestic policymakers did not think FATFO&s
reforming their countryés AML system. Techn
politically they knew domestibusinespposition presented the biggest obstaekeTF
hasstronger mechanismnie induceenforcementhrough its blacklist and greylist, where

MNCs and financi al institutions re<ipgond to
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or withdrawing their investments in listed countri@dorse 2022).But domestic and
international actors alike agree that the FATF would never consider putting countries like
the UK, US, Canada, and Australia on one of these lists (Interview 14, 34).

These countries are unlikely to be put ofrATF noncompliance list because
historically FATF has been dominated by the interestsnadjor Western countries
Researchers have long argued that the global AML regime has been tailored particularly to
the gepolitical interests of the United States and the United Kingdom. The compromises
reached under this global regime:

fled to the creation of AMifocused bodies that rarely challenged the interests of

those nations who were complicit in testablishment and maintenance of secrecy

havens, and in so doing, elevated the role of bankers to criminal law policy makers
while minimising the role of international law enforcement bodies such as

Interpol0 ( Young and Woodi wiss 2021, 72) .
These limitations have continued to the present dRgporting by an AML news
organizationn January 2023 found that a FATF proposal to expand the number of criteria
that would have triggered extra monitoring by the International Cooperation Review Group
(ICRG) within FATF was ultimately not adopted. Britain supported expanding the
monitortriggering criteria, while the US, Canada, and Australia opposed its expansion.
The US specifically would have triggered extra monitoring from the ICRG in 2016 for
failing to implement BOT standar(isoos 2023) The ICRG dropped a requirement where
failure to comply with BOT standards would trigger extra scrutiny as well. Ultimately,
domestic selinterests and influence of countries like the US have won out within FATF
even as they have strengthened their BOT standards over time.

The second dimension is through FATF acting as an authoritative expert voice on

global AML standards (Tsingou 2010; Nance 2015). National policymakers listen to and
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i mpl ement FATF o6ns becagse cheynempldya field experts and have
accumulated credibility advising on AML issues through their research, reporting, and

hiring practicesYet t he FATFOs s matualceeaiuaicnmateredless egat i ve
to national policymakers than tip@sitions and evidence provided to them by domestic

interest groupoliticians knowthatit her e ar e more stakehol ders
1) in determining the best practices for a specific country and how to appease different
interest groups. For irmtce, politicians were sensitive to the differences in the legal

traditions of their countries, with lawe rassdtiations in all four countries resisting efforts

to be included under the AML regime and to report BO information. Domestic politicians
caredmore about how BOT would affect various domestic actors, valuing the input
provided by th& nationallaw enforcement and business communities rather than what
international regul ators had to say (Il nteryv
againstdomestic expertise and political considerations.

The third dimension is through FATF offering a site for policy learning across
transnational advocacy and expert networks by facilitating information exchange and
strategy coordination for advancing AML refias (Seabrooke and Wigan 2016; Hearson
2018; Berliner, Ingrams and Piotrowski 2022). But this collaboration was not decisive in
domestic policymaking without domestic industry group supftr. domestic regulators
and other experts wraitend FATF plenagis remained relatively consistent, allowing them
to make connections and cultivate relationsh
meetingsand t hey have the same ultimate objecti

On the other hand, these duratstensnationbrelationships shut out or limited the

input from outsider civil society groups who sought to influence the standards setting
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process.The FATF Secretariat took meetings witlivil society advocates but did not
integrate their policy recommendations ifRATF standards in the late 2000s and early
2010s (Interview 37, 41). Moreover, FATF sometimes did not consult with civil society
groups when conducting their country reviews, suggesting limited influence outside of the
standardssetting process as well (grview 30).Coalition building and policy learning
between government officials and civil society groups was therefore comparatively limited
aroundFATF itself. Taken together, the FATF lacked the capacity to cogegeloped
democracies into adopting AMieforms like BOT, domestic policymakers viewed FATF
as a secondary source of information about legal standadisest practicesand civil
society advocates were shut out of pushing their standattisg to recommend free,
public, central BOT register
The Open Government Partnership (OGP)

In contrast to the formal organizational structure of the FATF, the OGP started in
2011 as a transnational platform giving governments and civil society actors a space to
work collaboratively on a range of governméransparency initiatives. The OGP began
with eight founding governments and has expanded to 76 countries as of 2023, along with
hundreds of local governments and thousands of civil society organizations. Member
countries work with domestic civil societyroups and local governments to submit
National Action Plans outlining the open government reforms wikyundertake in the
following two years. Each member country and outside assessors review how well the
government lived up to its promises in the previous action plan prior to its next one. Unlike
FATF working primarily with member state bureaucrats and policy experts to develop

internatonal AML standards, OGP works primarily with domestic interest groups-to co
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develop national reform agendas across a range of open government and transparency
issues. Thus domestic interest groups have much greater input and ability to shape the
governmeris agenda around corporate transparency
For this explanation, researchers liRerliner, Piotrowski, and Ingrams (2022)
haveargueal thatvoluntary, flexible, participatory, and iterative international initiativies
the OGPcan shape domestmpengovernment and other transparemeyorms. These
features of the OGP enable incremental chatogscumulate over long periods into major
reforms that would have been unthinkable a decade or two prid@€diner, Piotrowski,
and Ingrams further argudnat membership in international initiatives like the OGP
generate not only direct pathways to ensure policy compliance with OGP commitments,
but also indirect pathways to influence letggm policymaking such as creating norms,

opportunities, and coalitiefor policy entrepreneurs over time (see Fidilbe

Direct pathway Indirect pathway
Membership in ‘

international
institutions

rules

Figure 1.1
Impact pathways for international institutions.

Figure 17: (In)direct Pathways toTransnational Impact on DomesticPolicy
(Berliner, Piotrowski, and Ingrams 2022 17)

For instance, in 2019 the O@iRovided an opportunity to domestic cisciety groups by

convening the firsBeneficial Ownership Leadership Groapmprised of eight countries
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(including the UK, todviteithe global palicy shidt towands f2e6,2 1 ) A
open beneficial ownership daid he creation of a dedicategagce to sharpolicy models,

develop linkagesand generate opportunitiasnong domestic policy entrepreneatsut

BOT exemplifies all three of these indirect pathways.

There is some evidence of these three indirect pathways across all four cases.
Countre s 6 announcements of their OGP National A
campaigners an opportunity to raise the issue with government officials for inclusion in the
next action plan and to bring media attention to it again (Berliner, PiotrowsKngians
2022, 157). Th&GPsummitsoffered a focusing event to generate policy momentum, and
for some activists, the summigere more effectiveat increasing issue salience among
policymakers than the action plan announcemdétterview 31). For example, e
#endsnowwashing coalition in Canada leveraged the 2019 OGP Summit in Ottawa to
advance their domestic campaign, whi ch demc
opportunities, to increase domestic linkages, and to advance a policy modelgAltheu
summit did not lead to immediate policy change in Canada, it strengthened the cross
sectoral coalition anfbcusedpolicymaker attentioon BOT.

Nevertheless, the OGP process had varying success in empowering civil society
groups and persuading pofimakers tgrioritize BOT on the domestic policy agenda. The
UK did not include BOT in its 2011 action plan but did include it in its 2013 plan, thanks
to Prime Minister Cameronds earlier commit me
Summit that year. Wle the US included BOT in every OGP action plan it has proposed
since 2011, the government took ten years to follow through on its commitment. Canada

has not included BOT in its action plans. Australia included BOT in its 2016 action plan
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but dropped theommitment from its 2018 plan. Overadblicy advocates viewed the OGP
as a Asoft |l evero (I nterview 24) parytner tha
saw theOGP itselfas not beinginstrumentalto advancing domestic reforms (Interview
30). In sum, OGP membership did generate indirect pathways for impact on BOT
commitments but led to few concrete commitments and compliance from goverftnents.
Domestic civil society groups needed at least some domestic business support in addition
to their poicy entrepreneurship activities to be successful.
The Extractives Industry Transparency Initiative (EITI)

Like the OGPthe EITI is another transnational multistakeholder group comprised
of member governments, civil society groups, and both firms andtigdusups formed
in 2003. The impetus for the EI Tl &ds formati o
the Open Government Partnership, with a focus on the association between conflict,
corruption, and poverty in oil, gas, and mining projects worldwadd how greater
transparency couldemedy these issues. Since 2003, the EITI has expanded its
membership, refined and expanded its extractive transparency standards, and secured
commitments from member countries to implement those standards in donugsiaditen.
Canadabs passage of the EITI standards into
the success of this transnational group in supporting domestic reforms.

In relation to BOT, e EITI adopted a new standardNmay 2013recommending
that implementing countries maintain a publicly available register of the beneficial owners

of the corporate entities that bid for, operate, or invest in extractive dssdss.requires

13 A similar claim can be made about the Financial Transparency Coalition as another transnational network
with state and civil society membership. There were few references in primary docmogentationmedia
reporting, and irthe interviews conducted that referenced the FTC as an influential factor in determining
BOT adoption in all four caseevenasit sought to be site for transnational learning and coordination.
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that all stateowned enterprises disclose their lewkbeneficial ownership in oil, gas, and
mining companies operating within the countfpe 2016and2019standards reaffirmed

this commitment to increasing BOT in the extractives sector. Several countries like Nigeria
leveraged the EITI process to sexBOT in the extractives sector with the hopes that it
would be a springboard for a universal national BOT law. The EITI thus provided another
transnational multistakeholder forum offeringth direct and indirect pathways of change
akin to the OGP (Berlier, Piotrowski, and Ingran022).

Like the FATF and OGP standards, EITI member countries could make
commitments to adopt the EITI standards without the expectation of any sanctioning or
enforcement mechanisms to ensure they keptebaimitment. Domestic organizing, such
as the Canadian campaign relying on a ceestoral domestic coalition of government,
industry and civil society groups to adopt its law, was necedsarpolicy change
Moreover,the adoption of extractives transpacy laws should have shifted domestic
interest group preferences in the oil, gas, and mining industries in the countries that adopted
the standard. Yet unlike in the financial, accounting, legal, and real estate industries, the
extracti v e sncompetitors dre inteenationalmesher than domestic. Expanding
BOT requirements would not necessarily level the playing field for them by harmonizing
regul atory requirements. Civil society grou
(Interview 13, 24)and extractives companies were mostly unwilling to expend political
capital lobbying in favor of a national BOT law even when they were EITI members
themselves. While the EITI offered additional indirect pathways for refoparticularly
in Canada and Atimlia’i like the OGP, the policy entrepreneurship activities were driven

by domestic civil society groups outside of the EITI and OGP groups.
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Policy Spillovers:CrossNational Rule Layering

The final argument related to international pressures comestfreistorical
institutionalism literature in international relations where overlapping rules create
opportunities for actors in transnational networks to form alliances to advance alternative
institutional agendas (Farrell and Newman 2014, 2015). Domeslicy preferences are
not solely the outcomeof nationatlevel policy battles; rather, they are the result of
bargaining among the relevant actors both within and between states. One example of this
dynamic arose between the UK and the US:

A Mo r e ntlynthe WKtcame up with their public registry of beneficial

ownership, which took effect in 2016... People said liidy, the world is going

to end if we know who the beneficial owners are at these compariesUK

goes ahead anyway and, guesswhaet wor I d didn't end at all
Patterns of policy convergence or divergence are thus explained by a combinatien of
overlap, opportunity structusg and power asymmetriess ol | owi ng t he i
interdependence approagfirarrelland Newman 204).

For the countries examined in this dissertattbe, adoption of BOT lawkargely
did not follow this patternNational regulatory actors did have access to anassnal
forums like FATF and the OGP, but few sought to build durable alliances with the
counterparts in relevant jurisdictions to advance a reform agendOT (Farrell and
Newman 2015, 499Many domestic regulatorthemselveslid notwant to adopt BOT
laws, particularly those in the business departments in the UK, Canadaystraliaand
from the side of the US Treasury not focused on financial crilRegulators in finance
departments were often split, while those in law enforcement consistently supported BOT

and assisted ci vi |get8OTcontetheypaty agendapls &dditord, f or t s

the heads of these departments sometimes favored greater corporate transparency but not
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the rankandfile bureaucrats and vice verd#K business minister Vince Cable supported

BOT, while Canadian finance minister Bill Morneau opga it.Collectively these ongoing

preference divisions undermindten at i on al regul atords present a
at the international level and limited their ability to cultivate crostsonal relationships to

increase pressure on domestidifcians in the cases examined.

Domestic and transnational civil society groups also had limited access to
internationalforumsto influence international standards setting processes by FATF in the
late 2000s and early 20104s discussedreviously daomestic and transnationalvil
society advocatesere largely shut out of the international standa&tsing processes and
reviews of the implementation of those standards. These groups had limited input into the
content of the rules themselves throughcassive rounds of standarsistting, and once
states began implementing some of the rules, they were often not consulted about how well
the government had followed through on its commitments.

These limits are reflected in the strategiesiaf societygroupsand their coalitions
prioritizing domestic rather than international policy campaigns through the 20 b@iser
w o r ddlectiv@actors who have low relative access to the relevantigatiemal forums
but who wish to overturn existing domesitstitutions will challenge these institutions
more or less as comparativist historical institutionalists expect them t¢ Far r e | | an
Newman 2014, 349). BOT laws in the UK, the US, Canada, and Australia follow this
pattern:limited civil society groupaacess coupled with regulator accégadermined by
their preference divisionsat the international level produced a mostly domestic

policymaking process for challenging the status quo around BOT. Other corporate
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transparency initiatives may exhibit diffetecharacteristics where domestic regulators and
civil societyare able form transnational alliances that influence politics in other countries.

In summary, international commitments do metcessarilygeneratemeaningful
domestic policy momentum for caymte transparency lawsCoercion through
international organizations like FATF, OGP, and BAfEilsnot possibleandthese IOsvere
limited in offering resources like focusing events and authoritative expertise that domestic
civil society groups could wield effectively in domestic potr@aking Other international
institutions have struggled to secure policy change from its nrsmabewell. The G20
countries committed to the High Level Principles on Beneficial Ownership Transparency
in 2014, and several countries still have not adopted a BOT law. The 27 EU member states
were supposed to transpose an EU directive into domestardaating central registries of
beneficial owner ship by AMUDé. Several coonfries2i@ 1 7 und
not meet this timeline and to this day have not amended their Téengdinal alternative
explanation also relates to overlapping ruleswvithin a domestic context rather than an
international one.
Federalism Sub-National Political Pressures

The final alternative explanation comes primarily from comparative politics and
relates to suimational competition in federal political systems. Theited States and
Canada are federal systems with subnational units that allow for business incorporations at
that level** Various (il)licit actors seek to exploit opportunities for regulatory arbitrage at
the subnational level and to entrench the status @f maintaining corporate secrecy.

Criminals themselves may directly attempt to maintain the current rules, or the firms and

1 Australia used to allow both federal and sfatesl incorporationSince thesarly 1980s, has only
allowed federalevel incorporations.
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industries who benefit from these rules attempt to do so. It is often easier to try to influence
lower levels of government rathéhan the federal level as well since it requires fewer
resources and time to lobby subnational politicians and bureaucrats. This explanation
would postulate that federal systems are less likely to adopt or to be late adopters of
corporate transparencywa like BOT because entrenched subnational interest groups
obstruct national policymaking.

There is some evidence to support this alternative explanation. Particularly in the
US, business interest groups from the state of Delaware proved to be the digtese
to a national BOT law for nearly a decade. Legislators and state officials from Delaware
argued against various proposed BOT laws and hired lobbyists on their behalf &s well
until major business interest groups with substantial operations awBed came out in
favor of it. Similar, though less vociferous, provindeNel opposition was present in
Canada as wellSubnational policymakers and interest groajed privacy issues and
concerns about an unfunded national mandate that would studtichtional resources thin
in trying to implement these new regulations.

Still, subnational governmentsan besites of either business capturer policy
innovation.The original model law developed by the Universal Law Commission in the
late 2000s was iehded to create stakevel consensus and harmonization around BOT
across the US. The Washington, DC city council adopt2@l& BOT lawrequiringthat
any corporation, LLC, or LP registered to do business in DC to disclosbeaficial
ownerswith 10 percentor greater ownership or contrahd went into effect in 2020
Although these bills were proposed after the adoption otUtéederal law,New York

state legislatoradopted a BOT lawn June 2023California state legislators proposed a
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2021 bill that would require landlords to disclose their beneficial ownershi@anada,
Quebec and British Columbia went ahead with their own provieial registersor land
ownership and beneficial ownershipthe late 2010s. On the other hand, Ontario dragged
its feet ona consultation for a BOT register, whlNee w Br unswi ck és | oophol
nonresident directorto conceal beneficial ownershapd resistance to BOT lawsmairs
well-known. Civil society groups in both the US and Canada attempted to leverage
subnational policy momentum and translate it into national policymaking.

When subnational units do change their laws, industry groups respond. Industries
generally prefer withircountry regulatorjharmonization to reduce costs and to level the
playing field compared taval industries(Gjglberg 2011Kennard 2020, Perlman 2020,
Moehlecke 2021)Climate policy researchers have found that business actors respond to
regulatory consequences at the attumal level, and states have agency to change these
regulations to produce these consequendeskling and Nahm (2021) argue that states
have agengcin (de)mobilizing interest groups and in changing their preferences or their
level of influence with higher capacity states being more successful at obtaining their
preferencesMeckling and Trachtman (2022)so find that statéevel policies in the US
change firm preferences to support more stringent natieweal legislation to avoid future
costs and téevel the playing field.

A similar dynamic is observable some firmlevel preferences around BOT lawsor
instance, he Corporation Services CompafySC)based in Delawares thelargest US
incorporation service providemdactively supported the adoption of the strongest BOT
law and regulations possible in the \&SCpublicly statedheir supporin theircomments

on Fi nCENOGs pr.dipgoasgeed thdBAT Tegulationse s

30



fishould provide for a level playing field #nsure that the industry is not unfairly
divided into a world of 'winners' and 'losers' by virtue of a regulation that threats those
performing the same function differertlfFINCEN-2021-00050146 2).
Throughthe Corporation Services Company supportstrang BOT lawin part to avoid
being includedvholesale under the US AML reginthis provision wouldindermine their
smaller competitors both within and eigte of thestate.Both industrygroupsupport and
willingness to lobby at the federal level ateped by subnational rule changes that feed
into civil society groupds policy entreprene
Discussion
Through reviewing the qualitative evidence collected and how well it supports these
competing explanations, | can discount these three alternatigseghe primary factor that
explains both the within and cresase variation around the adoption of BOT laws in the
US, UK, Canada, and Australia. | do not claim that these alternative explanations were
entirely absent, or that certain mechanisms assaciaith these explanations were not
occurring at all. Rather, | suggest that these alternatreessecondary or tertiary factors
that compelled policymakers tmoptBOT lawsacr oss country cases. Th
alternative theory of corporate transparency Jwckxplicates an underexamined causal
process that can lead to more corporate transparency laws in domestic and international

politics. The following and final cher further discusses the theoretical, empirical, and

methodological contributions of this dissertation.
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Chapter 9Conclusion

This dissertation has examined tlaetors contributing t@doption of corporate
transparency laws like beneficial ownershignsparency, evaluating why some business
actors support these laws and hdwsiness interest groupshape the adoption of
international corporate transparency standards. Yet #feeradoption ofBOT laws,
governments have experienced varying degreesiglifmck from domestic actaabout
thesenew transparencyules The European Union adopted a BOT law requiring its
member states to adopt central BOT registers as pidae AMLD4 in May 2015 Previous
extensions of its AML information collection rulesdl to some lobbying pressure from
regulated industries and transparency advocates in favor of BOT lakservedn the
UK, US, and Canadian cases. In the wake of the Panama Papers, the EU updated this
mandate to require public registers as part of AWLD5 adopted in June 2018n
November 2022, the Court of Justice of the European Union (CJEU) ruled that public
access to central governmenn beneficial ownership registers contradicts the EU Charter
of Fundament al Hu ma n r or pgrivatedifé ang theopwiedion@fn s o
personal data. Countries would need to revise their BOT laws to restrict public access.

Within two weeks of the ruling, government authorities in Luxembourg, the
Netherlands, Ireland, AustriBelgium, Malta, Cyprus, and Germany took down or
restricted access to their beneficial ownership regisBegeral other EU countries, such
as Slovakia and Denmark, kept their registries publicly accessible after the ruling. The EU
took down itsbeneficial ownership registerg@mconnection systefakaBORIS) in March
2023 in response to the CJEU ruling. The European Commission and European Parliament

responded by drafting th®MLD6 to provide access to beneficial ownership information
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for journalists, civil society organizatiesnand academics in line with the ruling. The
Par | i a mepnopddaincl@@syi@ater information access and a broader scope than
t he Commi s s i mapdsafor BQillthpugt? This directive is in the process of
being reconciled and finalized \wih the EU as ocfune2023

Although the CJEU recognized that there are legitimate public interests in accessing
beneficial ownership information that outweigh individual privacy concerns, and the EU
responded swiftly with legislation @ssureaccess fomedia and civil societgctors this
decision dealt a blow to BOT advocates worldwide. Successive EU AML directives
provided a model for public, centralized access to beneficial ownership data that advocates
in smaller, developing countries leveraged in their policy entrepreneurshgktothe case
for similar legislation in their respective countries. The US BOT campsaigontending
with a similar blow by a case filed in the Northern District Court of Alabama in November
2022 referencing individual privacy and interstate commestess

In response, USivil society groupsave continued to rely on tinerosssectoral
coalition to influencdater FInCEN rulemakingand to head off the legal challenge. The
FACT Coalition solicited a letter from global civil society groups in Mar@023
underscoring broad agreement ar aveshatetiehe f i na
concern of our civil society allies in the U.S., as well as prominent Senators and private
sector and law enforcement groups, that leaving such an option invade make a
mockery of this landmark aatho n ey | a u n d e Amencan Bankepubli@hedrah e
joint opinion piece from the head of FACT and the head of the Bank Policy Institute quoted
in Chapter 1o highlight the unusubl high degree of consensumang unlikely partners

in the press. A bipartisan letter from 12 Congressmembers in April 2023 reiterated these
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points and reinforced how limited collection of beneficial owner information undermines
Congressional intenfTreasury Secretaryanet Yellen &o announced a commitment
between the US and twenty foreign governments to enhance BOJEN is currently
revisingits proposed BOT reporting form after it was panneddgulatedindustryand

civil society groups for effectively allowing businesses po out of reporting through
claiming they are unable to obtain the required information.

It remains uncleahoweverhow longthis type ofstrange coalitiorran sustaints
mutualistic relations where business and civil society groups both benefit@fierate
transparency laws are adopted. | highlight the resource and network benefits to civil society
groups and the reputational benefits to business interest groups laenttethat keep
strange coalitions together. Suchbpc-private initiatives allav business interest®
benefit from the legitimacy of their public partners (Thrall 202%er adoption, however,
the civil society members of the coalition may face an increased risk of business co
optation. The US BOT coalition is likely experiencing these pressuresthss ofriting,
even if they did have greater influence over the B&T rulemaking. Business groups
also may propose transparency as an alternative to stronger, more direct standards, such as
rules related to slavery in global supply chaltesBaron andr¢hmkorf2019. Rather than
opposing new public regulation proposalgright, business interest groups support weaker
or hybrid rules instead.

While this dissertation has provided suggestive evidence that-swogwal
coalitions continue to exist and to have influence aftexr passage otorporate
transparency laws, itas not attempted to explain domedtieel variation in the strength

and enforcement of corporate transparency laws. Future research should consider the
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expectations of the corporate transparency-lactheory and how they impact variation
across theseutbcomes. Countries where more industries must collect information may have
stronger corporate transparency laws on paper and/or more effective implemantation
practice because governments experience greater pressure from more interest groups to
follow through on their policy promises. For instance, in the UK civil society groups and
businesses quickly identified major flaws in its BOT registry, such as the increased use of
Scottish limited partnerships since they were exempt from the law and the subraofssio
fgarbageo information due to the absence of
government corrected many, but not all, of these issues within a short timeframe. With 92
jurisdictions now having some version of a BOT law on the boaksd wit 58 of those

laws being adopted since 20L& stingvariation instrengthon papemay be more feasible

than enforcemenn practiceover the next few years.

More broadly, this dissertation demonstrates theoretical, methodological, and
empirical contribtions to the comparative politics, international relations, and public
policy literatures. For theoretical contributions, | conceptualize transparency differently
than previous social science research by separating information collection and information
dissemination as two distinguishable components of transparency. Countries often adopt
laws and regulations requiring the former without necessarily requiring the latter. By
disaggregatingnformation collection and dissemination, | develop a theory thdtiee
both the source of wvariation in businesso®d ¢c
their willingness to lobby for these policies. This midilege theory is sufficiently
abstract to test extensions to other policy areas beyond money lauraledinig other

institutional contexts such as developing countries or to regional organizations like the EU.
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As an exploratory example for additional policy areas and institutional contexts,
recent social media platform transparency lapgearto follow the process of corporate
transparency lockn. The(non)doption ofthesel aws after the | eak of F
Facebook Files varied between the US and the EU and followed the theorized expectations
despite high publidssue salience.Existing EU platformprivacy and datacollection
regulations prior to the Facebook Files constituted segigting broadening of itsocial
mediainformation collection rulesmandatingthat platforms gathecertain information
associated witlonlineh ar ms and weferensed3Thagdisdlosuees galvaned
technologyfocusedcivil society groupsnto creating a coalition to advocate for platform
transparencyand sme platformshave beersupportive oftheir efforts. In contrast, the
relatively limited US regulatory regme has under mi ned ci vil soci
create a formal coalition to advocate for platform transparency, despite legislative
proposals and several Congressional hearings since 2022. Thefiafoveng corporate
transparency lockn, | would expect EU success and US failure despite high public
salience and the opening of a window of opportunity in both contexts.

EU policy changelid occurin April 2022 when members reached an agreement on
the Digital Services Act that included several transparency obligations for social media
companies. Platforms like YouTub®eddit, and TikTok havennounced increased
transparency measures respondingthis policy change in July 2022 by providing
structured access to platform data for academic researchers. These initiatives have
expanded in 2023 to ensure platforms comply with the Digital Services Act. In contrast,
US policy efforts have stalled despitee introductionof several platform transparency

bills like the Platform Accountability and Transparency Act. Policy momentum around
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regulaing social media platforms has largely focused on geopolitical issues related to
foreign fir ms ofdaagénkerated byiU§ atizens suchaspeoposed TikTok
bars and the RESTRICT Actas well as growing concerns around artificial intelligence
and large language models as seé@nnnga May 2023Senate Judiciary hearing.

This dissertation also contrigbroadly to literatures on business preferences,
business power, regulatory compliance, puplivate governance, and democratic
policymaking. Individual firms that voluntarily collect information have incentives to
support greater transparency via #afionto increase costs for competitors (Gjglberg
2011;Weirauch, Carodenuto, and Leipold 202nformation sharing reduces duplication,
improves the ability to assess risks, and provides returns ta #dtdeugh firmlevel
support likely best explagd by whether they have undertaken voluntary CSR obligations
independent of size and other factors, indukgwel support is best explained by mandatory
information collection rules and thewerallimpactson the industry

Likewise, this dissertation derscores the role of regulation in encouraging further
action on major policy issues, much like research on the roladoifstrial policyin
encouraging meaningful supply chain oversight and climate action (Meckling et al. 2015).
Recent studies of labomd environmental oversight in supply chains (Evans 2020;
Gustafssn, Schilling-Vacaflor, andLenschow2022;Weihrauch, Carodenuto, and Leipold
2022 Kolcava, Smith, Bernauer 2023) and of climegtated policies like illegal logging
(Leipold, Sotirov, Frei and Winkel 2016 observe similar lockn dynamics. Stricter
regulations for somectors create changes in investment patterns and demands for
additional regulation, whether to level the playing field or to harmonize existing rules.

Increasing informatiordisclosure providers a regulatory entry point for iterative policy
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developments, especially fistickyd policy areas such as global sustainability, and the
public generally supports increasing disclosures (Kolcava, Smith, Bernauer 2688
policymakes c entrench and build existing interests via targeted sector specific
policies; exploit intetindustry and intrandustry divisions; and shift existing interests with
policies that induce changes in industry investment and stroctuteo encour age sup
policy change (Downie 201383). Legally mandated disclosure (Fung, Graham, and Weil
2007)offers an effective stratedy accelerate policy change in the public interest.

Domestic policymakers have unknowingly engaged in thastcs of shifting
interestgroup preferenceand exploiting industry divisions arouAd/L policy. Although
the choice of information collection rules was largely a reactive choice rather than a
strategic decision over the lastirty years, policymakerd&ave increasingly turned to
regulation as a means of distributional politics. Researttasobserve the increasing
strategic use of industrial policy to create strange coalitions, such as alliances between
fiprogressive, lefteaning environmental artigital coalitions with national security hawks
concerned about a changi ng g 8).0lheonumberioft a | |l an
coalitions between unusual alliés from business and good governance groups to
environmental and national security groupss likely to increasen a world of what
McNamara callspostneoliberal coalitional politicsUltimately empowering interest
groups with a stake in maintaining a reform (Patashnik 2003) produces positive policy
feedback effects that support its letggm sistainability.

Lastly, this dissertation contributes an additional case study that approaches policy
entrepreneurship as a set of acti@apand es t hat

and Gallanti 2018, Petridou and Mintrom 202&ther than as a defined set of attributes
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and activities defining certain actors. Interest groups, bureaucrats and legislators are
acutely aware of which entrepreneurship activities are accessible to them based on the
structural constraints of their ptien. They will reframe issues, coordinate strategy, and
build coalitions based on both the resources available to them to engage in these activities
and their perceived ability to do so as part of their role within the policymaking arena.
Policy actorsaaoss all four countries took actions consciously aware of their positions and
engaged in different actions over time as their roles chatgetkerstanding whecertain
actorsareempowered to champion transparency offers another fruitful area for research,
such as a recent study of how wesourced transportation regulators in California are
more likely to push for greater transparency around public transit schedules (Ratan et al.
2023). This approaclof understanding policy entrepreneurship as sets of actions rather
than specific actors who do the same actions enables a more nuanced understanding and
theorization of its role in influence from domestic policymaking to global standards setting
beyond corprate transparency laws.

For methodological contributions, | combine qualitative process tracing with
guantitativetext andregression analysi® test for the proposed mechanisms at different
stages of the theorngtudying multiple mossimilar cases ratmghan a singlease study
improves my ability to assess corporate transparency-ito@gainst the alterative
explanations. An extension of thissearclwould addmore diverseountry cases, such as
Nigeria and Malaysia that have both adopted BOT lawviest the scope conditions of the
proposed mechanisms in developing democracies where the influence of scandals and
crisesas well asnternationalorganizationss likely greater Another extension includes

examiningother policy areassuch as social ntéa platforms and ESG initiatives. In

30



addition, existing comparative studies of transparency laws are most often single country
case studies or largé crossnational regressions. These studies have largely focused on
freedom of informatiopcampaign finaoe, and whistleblowelaws that affect governments
rather than businesses. By taking a medNiapproach and examining four cases over an
extended period, it increases my confidence in the internal validity of the theory.

The quantitative analysis in Chapt7 also contributes specifically to the interest
group literature by not only examining the extent of information exchange among interest
groups to collaborate on lobbying, but also testing whether groups that do collaborate have
greater influence ovemficy rather than examining one or the other. To my knowledge, no
other study has tried to assess whether graithshigher degrees @bordination are more
likely to influence policy in the direction of their preferred outcomes together. This chapter
guestions the measurement strategies of the {argéudies of interest group coordination
as well, noting that texteuseanalyses ofterfind similarities betweercommentsthat
capturemass comment campaigns rather than meaningful interest group coordination
Aggregated across dozens of policy issues, researchers may have an inaccurate
understanding of how much coordination actually occurs among groups in attempting to
influence proposed laws and rules. The paired text and regression analysis can belreplicate
crossnationally for comments submitted to governments or transnationally for comments
submitted to regional or international organizations for other policy issues, such as
accessing and examining the consultation submissiotieetBATF. Currently, thes is
little research on the influence of transnational and domestic interest groups on global
standardssetting processes using this approach; future work should borrow the research

methods from the interest group literature to assess their impact optbessses.
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For empirical contributions, | examine the understudied ca8®adflaws across
four Angl ophone countries. With the except.i
successive field experiment about compliance with international norms by asking
prof essi onals to set up anonymous shell compan
ongoing work on whether BOT laws work at reducing certain types of illicit financial
flows, there is no other research within political science to my knowledge thdtcsiigci
BOT. The tax transparency literature has theorized factors leading to change around the
AA0O and ACO ABC tax transparency reforms of
country-by-country reporting. The AML literature has focused on -bnbery, ant
terrorism, and international policy diffusion generally. This dissertation provides evidence
about this crucial missing case of BOT within international political economy research and
differs from them by noting the ongoing importance of domestidtutisins in shaping
policy outcomes around illicit financial flows.
From a policy perspective, a growing body of evidence shows that transparency
laws require meaningful implementation and enforcement mechanisms for them to work
as intended. Thrall and J&n (2022) show the US GASB 77 accounting transparency rule
change did not change the economic incentives provided by local governments to firms
considering whether to locate to their area. They suggest that firms had no expectation of
punishment from eitr citizens or local politicians for not meeting their obligations.
Findley, Sharmanand Nielson (2014 2017) in successive field experiments find that
neither references to material nor reputational costs deter financial and legal actors from
setting upanonymous shell companies for suspect act@alin, Hollenbach, and

Szakonyi(2022 show the 2016 US GTO rules had no effect orcadih purchases for high
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value real estate where beneficial owners had to be repdhedack of visible, effective
enforcement, underinvestment in bureaucratic capathity,absence alataverification,
and the structural power of the financial industry all hinder effet@reficial ownership
transparencylaws (Findley, Sharman, and Nielson 2014; Sharman 2017; Collin,
Hollenbach, and Szakonyi 2022).

On the other hand, when meaningful implementation and enforcement mechanisms
are in place, transparency laws begin to work as their designers intended. Aupbwdy
of the UKG6s benefi ci al lavothahrequiresfdregmgn cormpgniest r y
report the real owners of UK property finds that new property purchases from tax havens
declined almost immediately afterwai@d]lin, Hollenbach, and Szakon2023). Though
they do not test specifically why these pustas decl i ned, they posi't
register increases the risk of detection by both government and civil society actors. Others
find little to no evidence of regulatory arbitrage to get around automatic exchange of
information requirements; thegssume illicit actors are concerned about possible future
enforcement Ahrens, Hakelberg, and Rixen 2020Donor and development aid
organizations have better project outcomes when independent appeals processes exist to
request information from these orgzations Honig, Lall, and Parks 2022Ultimately
governments, businesses, and civil socigtgupsalike must think holistically about
developing and maintaining implementation and enforcement mechanisms as corporate

transparency lawspreadvorldwide.
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Appendix A: Supplementary Information, Interview Data and FOI Requests

QUESTIONS FOR INTERVIEWS WITH BOT POLICYMAKERS

Thank you for agreeing to this interview. As you know, | am writing a dissertation on the
political origins of corporate transparency laws: what actors have been doing around
beneficial ownership transparency, what arguments are used in the policy process, how
you work with domestic and international actors, and so on. This interview will take about
one hour, and it will be very valuable in helping scholars develop a better understanding
of your role in the law and policy-making process.

Before we begin, | would like to remind you to take a moment to ensure you are
comfortable and ready for our conversation. This includes being in a private space when
possible and making sure your internet connection is secure and stable. It also includes
reminding you not to share anything that would place you at legal risk and to refrain from
using specific names of individuals as much as possible. Lastly, | will send you a de-
identified transcript of our conversation to verify its accuracy. | recommend sending this
transcript to a non-work related email to add another layer of confidentiality and privacy.
Please let me know what email you would like me to send the transcript to before the
end of our conversation:

Do you have any gquestions before we start? Okay,
For all:

1 What is your connection to beneficial ownership transparency (BOT) legislation?
How does it relate to your day-to-day professional life?

1 What objectives were you and others like you trying to accomplish around BOT, and
what type of action did you taking to make that happen?

1 What are the fundamental argument(s) you used to try to convince people why it is
important to (not) have BOT regulation / BOT law?

1 What impediments did you face in achieving your objectives on this issue - in other
words, who or what is standing in your way? What were they doing, and what kinds
of arguments did they make?

1 What are some differences you have observed in this issue area over time? What
has changed and what has stayed the same?

1 For UK: Initially the government under Cameron proposed its BOT law in 2013
and passed it in 2015. Since then, there have been a series of amendments to
the BOT law. What were the battles on this issue at each stage?

1 For US: Initially BOT was proposed as a Treasury regulatory change in 2010,
which took until 2016 to agree on final rules that were fully implemented in 2018.
Similarly, there have been several House and Senate bills since 2008, with a
BOT law passing in 2021 over a presidential veto. What were the battles on this
issue at each stage?
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Which actor(s) should be held responsible for BOT? The government, financial
institutions, private companies, someone else? Why?

Beneficial ownership in some way gets at one of the core ideas of the modern
economy 1 ownership and property rights. How should government legislate around
the issue of the relationship between states and markets for issues like BOT?

What have you observed / what do you expect about the government drafting,
implementing, and enforcing BOT rules? How do you expect this to change in the
future?

Before we finish up, can you tell me about yourself and how you came to work here?
Is there anything else you think | should know or that | forgot to ask about? Is there
anyone else | should talk to?

For NGOs (non-profits, think tanks, etc.):

How are your government relations functions organized?

Who are (were) you in most regular contact with about BOT, both inside and outside
of government?

How would (does) beneficial ownership transparency change your work? What would
it enable you to do that you cannot currently do? What would it stop you from doing?

For lawmakers and their staffs:

1

How did you come to learn about this issue? What does (did) your personal
involvement around this issue look like?

Who are (were) you in most regular contact with about this issue, both inside and
outside of government?

What do you think BOT would do for a) your constituents, b) your country, and c) the
world?

For government bureaucrats:

1

Who are you in most regular contact with about this issue, both inside and outside of
government?

How would having BOT change your work? What would it enable you to do that you
cannot currently do? What would it stop you from doing?
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1 What would / does beneficial ownership transparency change about global financial

flows? What other spillover effects would it have?

For corporate actors (banks, consulting firms, accounting firms, real estate, etc.):

|l

How is your profession organized? How are you trained what guidance is provided,
and how much are these issues prioritized around AML, CDD, BOT?

How are your government relations functions organized?

Who are you in most regular contact with about this issue, both inside and outside of
government?

How would having BOT change your work? What would it enable you to do that you
cannot currently do? What would it stop you from doing?

For other experts and academics:

1

In your opinion, what have been the most successful efforts in support of / in
opposition to BOT in the US/UK/Australia/Canada/EU?

What would / does BOT change about global financial flows? What other spillover
effects would it have?

What other changes would need to be made to tackle anonymous shell companies?
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Informed Consent for Participation in a Remeh Study

Title: The Political Origins of Corporate Transparency
IRB #NCR191995
Principal InvestigatorStephen Kaplan, PhD
Version DateJuly 2021

You are invited to participate in a research study under the direction Dr. Stephen Kaplan
of the Department of Political Science at George Washington University, undertaken by
doctoral candidate Elizabeth Meehan. Taking part in this research is entidelytanxy.
Further information regarding this study may be obtained by contacting Elizabeth
Meehan, CePrincipal Investigator, at emeehan@gwu.edu.

The purpose of the study is to understand the policymaking process surrounding
corporate transparency lawsh@&re are no risks or benefits associated with participating

in this research beyond those of daily life. Your participation will, however, help scholars
and policymakers learn about the ways that corporate transparency policies are made in
certain countries and how this process has evolved over time.

If you choose to participate in this study, the-iowestigator will ask you a series of
guestions related to the corporate transparency policymaking process. The total amount
of time you will spend in conné&on with this study is around one hour. You may refuse
to answer any of the questions, and you may stop your participation in this study at any
time.

Every effort will be made to keep your information confidential; however, this cannot be
guaranteed. Yor personally identifiable information collected will be coded using a
unique ID number or a pseudonym. The coded lists are only accessible to the research
team. The data that has your personally identifiable information will be kept separately
from the rest of your data. The only time identifiable information (your email address)
will be directly linked to your responses is when the research team emails you a copy of
the deidentified transcript for review of its accuracy.

The Office of Human Research@Gdorge Washington University, at (202) 99415, can
provide further information about your rights as a research participant.
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Please select which options you prefer for your participathomu must select one option
in each section:

Section 1¢ Data Reording

[ ] Your responsewill be recorded in audio and in writing. Your responses will be kept
confidential; only the researchers will have access to them. If results of thischssady

are reported in books, journals, or at scientific meetings, yoll not be named or
identified.

[ ] Your responsesvill be recorded in writing butwill not be audio recoded. Your
responses will be kept confidential; only the researchers will have access to them. If
results of this research study are reported in books, journals, or at scientific meetings, you
will not be named or identified.

Section 2¢ Use in Future Re=arch

[ ] You consent for your diglentified information to be used by the researchers for
future scholarly work beyond this study.

[ ] Youdo notconsent for your dedentified information to be used by the researchers
for future scholarly work beyond this study.

Your signature is not required as an additional layermbtection, and your consent is
implied if you check the required boxes and proceed with the interview. This consent
form will be associated with a pseudonym and/or a unique ID number stored separately
from your personally identifiable information.

Please keep a copy of this document in case you want to read it again.
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Study Recruitment Email

Title: The Political Origins of Corporate Transparency
IRB #NCR191995
Principal InvestigatorStephen Kaplan, PhD
Version DateJune 2021

Subject LineParticipants being sought forleeneficial ownershipesearch study

Email BodyYou are invited to participate in a research studgu are receiving this
email because you are a person who has been involved in policymaking around
beneficial ownership transparency in recent years. Your email address was obtained
from an online search of relevant policy actors and/or a recommendat@n & policy
actor who thinks you are an important person to interview to understand the policy
process.

This study is abouhe policymaking process around beneficial ownership ldfngou

take part in this study, yowill be interviewed for approximatg one hour by co

investigator Elizabeth Meehan at a date, time, and place mutually agreed upon between
you and the interviewenf you are interested in participating or have any questions

about the study, please emdtlizabeth aemeehan@gwu.eduShe will send you a

consent form for your review, set up the interview with you, and answer any questions
you may have.

Email is generally not a secure way to communicate sensitive infanmas there are

many ways for unauthorized users to access email. You should avoid sending sensitive,
detailed personal information by email. Email should also not be used to convey
information of an urgent nature. If you need to talk to someone immealyadr would

prefer not to receive study communication by email, please cortidizabeth Meehan

at eight four seven, four three one, seven three four two. You may also respond to this
email with a preferred alternate email address for future contact.

Thank you for your time.
Elizabeth Meehan
PhD Candidate | Political Science

The George Washington University
NSF Graduate Research Fellow
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Civil Society
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FOI Requests and Responses

Department for Business Frameworks
H Department for Business, Energy &
Business, Energy indusiril Sategy
- 1 Victoria Street
& Industrial Strategy London
i T +44 (0)20 7215 5000 - Public iries
Ms Elizabeth Mgehan +44 :0}20 7215 6740 —T:xt:hg:zlj{lrr;?’b
emEEhan@gwmall-gwu-edu those with hearing impairment)

E fol.requests@bis.gsi.gov.uk

www.gov.uk/beis

Our ref : FOI2020/22931

23 July 2020

Dear Ms Elizabeth Meehan,
Thank you for your email of 2nd July where you requested the following information:

Under the Freedom of Information Act, | request access to the responses to the government call
for evidence for two BEIS consultations.

The first is “Property ownership and public contracting by overseas companies: improving
transparency”, with the government summary of responses published here:
https://www.gov.uk/government/consultations/property-ownership-and-public-contracting-by-
foreign-companies-improving-transparency

The second is "Corporate transparency and register reform”, in anticipation of the government's
summary of responses published here: hitps://www.gov.uk/government/consultations/corporate-
transparency-and-register-reform | know the government is still preparing its response, so when
it is published, | would like to be sent the responses made to the consultation.

PDF copies of the responses are sufficient. There is precedent for the government fulfilling a
similar FOI request for the consultation “A Register of Beneficial Owners of Overseas
Companies and Other Legal Entities™
https://www.whatdotheyknow.com/request/request_for_access_to_the_respon_3#incoming-
1213738

Under the Freedom of Information Act 2000 ('the Act'), you have the right to:

* know whether we hold the information you require

¢ be provided with that information (subject to any exemptions under the Act which may
apply)-

In both cases, The department does hold the information that you have requested. As you have

pointed out, with regard to the Corporate transparency and register reform consultation, the
Government response has not yet been published.
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We intend to publish the responses to the Property ownership and public contracting by
overseas companies on hitps://www.whatdotheyknow.com/ by the end of October 2020.

We intend to publish the responses to the Corporate transparency and register reform
consultation on https://www.whatdotheyknow.com/ at some time in the future and after the
publication of the Government response.

Therefore, this information has been withheld under Section 22 of the Freedom of Information
Act which withholds information which is intended for future publication.

This is a qualified exemption and we have therefore considered the public interest

test arguments in favour of releasing or withholding the requested information.

We acknowledge that there is a general public interest in releasing the consultation responses
in both cases as this leads to greater transparency and accountability about how we reached or
will reach policy decisions. However, given the necessary preparation and administration
involved in publishing the information, we consider that the best use of public resources would
be directed to pulling this information together, ensuring the information is accurate and
published in a consistent and comprehensive format, rather than in a piecemeal fashion.

Having considered the public interest, we consider that the public interest in disclosing this
information is outweighed by the public interest considerations in favour of withholding the
information. Our decision is therefore to withhold the information until it is ready for publication.

Appeals procedure

If you are dissatisfied with the handling of your request, you have the right to ask for an internal
review. Internal review requests should be submitted within two months of the date of receipt of
the response to your original request and should be addressed to the Information Rights &
Records Unit. It would be helpful if you can tell us why you are dissatisfied with the response to
your request so we may address this during the internal review.

Information Rights & Records Unit

Department for Business, Energy and Industrial Strategy
151 Buckingham Palace Road

London

SW1W 982

Email: FOl.Requests@beis.gov.uk

Please remember to quote the reference number above in any future communications.

If you are not content with the outcome of the internal review, you have the right to apply directly
to the Information Commissioner for a decision. Complaints can be made to the Information

Commissioner via their website at https://ico.org.uk/make-a-complaint/official-information-concerns-
report/official-information-concern/.

Yours sincerely,

Business Frameworks

Page 2 of 2
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Depa rtment for Business Frameuvoﬂ(s
Business, Energy el Sy
& Industrial Strategy Crr

T +44 (0)20 7215 5000 - Public enquiries

Ms Elizabeth-Mee ma_l_lto:emeehan@gwmall.gwu.edu T e o - Tty cnaqur

emeehan@gwmail - gw

those with hearing impairment)
E foi.requests@beis.gov.uk

www.gov.ukibeis
Our ref: FOI2020/32045

22 December 2020

Dear Ms Meehan,
Thank you for your email of 28 September where you requested the following information:

I would like to follow up on this request by adding another consultation, "Company ownership:
transparency and trust discussion paper”:
https://www.gov.uk/government/consultations/company-ownership-transparency-and-trust-
discussion-paper

In the announcement, BEIS states that "We've published all the responses in the above
aftachment, except for those received from individuals. Instead, we've provided a list of the
individuals’ names. All responses are available on request.” (emphasis added)

In the file currently on the website, only 110 responses out of 314 are included. Please let me
know whether you can make the other 204 responses available to me.

Under the Freedom of Information Act 2000 ('the Act'), you have the right to:

» know whether we hold the information you require

+ be provided with that information (subject to any exemptions under the Act which may
apply).

We have investigated our archives and identified 198 responses, comprising of 11 written
correspondences and 187 emailed responses. We contacted these individuals to ask their
permission to share their responses, and of those contacted, 42 individuals confirmed that they
were happy for their responses to be released. These responses are included in the attached
pdf. All personal information relating to the respondents has been withheld.

Section 40(2) provides an absolute exemption for personal data which then falls to be dealt with
under the Data Protection Act 2018. Personal data can only be disclosed in accordance with the
data protection principles. In particular, the first data protection principle requires that disclosure
must be lawful, fair and transparent and must comply with one of the conditions in Article 6(1) of
the General Data Protection Regulation (GDPR). We consider that to disclose the personal
information of the respondents would contravene one or more of those data protection
principles. The definition of personal information to which section 40 applies is wide and can
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include references to identifiable individuals. Our view is that the release of the information
would not be lawful, fair and transparent and none of the conditions of Article 6(1) of GDPR are
met.

For those responses where consent was not received, this information has been withheld under
Section 41(1)(Information Provided in Confidence) of the Act. This exempts information
provided to BEIS in confidence, and where releasing it would constitute an actionable breach of
confidence.

This is an absolute exemption and does not require a public interest test. However, we have
considered whether there is a public interest for releasing the information strong

enough to override the public interest in maintaining the duty of confidence. Examples of this
would be if the information revealed iniquity or fraud, or disclosure was necessary to protect the
public safety. However, none of these factors are present in the withheld information. We

have also considered the general public interest in making information available as it helps
transparency and accountability. However, in this case, we do not consider that there are any
public interest arguments strong enough to convince us to set aside the duty of confidence. We
have therefore concluded to maintaining the duty of confidence and withhold the information.

Appeals procedure

If you are dissatisfied with the handling of your request, you have the right to ask for an internal
review. Internal review requests should be submitted within two months of the date of receipt of
the response to your original request and should be addressed to the Information Rights &
Records Unit. It would be helpful if you can tell us why you are dissatisfied with the response to
your request so we may address this during the internal review.

Information Rights & Records Unit

Department for Business, Energy and Industrial Strategy
1 Victoria Street

London

SW1H OET

Email: FOl.Reguests@beis.gov.uk

Please remember to quote the reference number above in any future communications.

If you are not content with the outcome of the internal review, you have the right to apply directly
to the Information Commissioner for a decision. Complaints can be made to the Information
Commissioner via their website at: hitps://ico.org.uk/make-a-complaint/official-information-
concerns-report/official-information-concern/.

Yours sincerely,

Business Frameworks

Page 2 of 2
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Department for Company Law and Transparency
. Deparh_’nent for Business, Energy &
Business, Energy oo reet”
" London
& Industrial Strategy SWik OET
Ms Bizabeth Mochan " R p e
emeehan @gwma" .gWU.EdLI those with hearing impairment)

E foi.requests@beis.gov.uk

WWW. GOV, i

Our ref : FOI12021/11333

10 May 2021

Dear Ms Elizabeth Meehan,

Thank you for your email of 20th April where you requested the following information:
1 am following up on my original FOI request, as stated below (FOI2020/22931).

I never received the public comments related to the first consultation, which had concluded and
the government had published its response by the time of my request.

For the second consultation, the government FOI response stated: "As you have pointed out,
with regard to the Corporate transparency and register reform consultation, the Government
response has not yet been published. Therefore, this information has been withheld under
Section 22 of the Freedom of Information Act which withholds information which is intended for
future publication.”

The government has published this second consultation, but none of the comments from said
consultation have been made publicly available. | would like access to the comments from both
consultations.

Under the Freedom of Information Act 2000 ('the Act'), you have the right to:

+ know whether we hold the information you require

» be provided with that information (subject to any exemptions under the Act which may
apply).

As you note, in response to your previous request (FOI12020/22931) we undertook to publish

both sets of responses. The responses to the first consultation about which you enquired will
be published by the end of May, 2021.
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We published the Government response to the 2019 consultation in September 2020, and we
still intend to publish the responses we received. Given the very large number of responses to
this consultation and the amount of time therefore needed to prepare them for publication, we
are withholding these under Section 22 of the Freedom of Information Act, which allows us to
withhold information intended for future publication. We will endeavour to publish these
responses by the end of 2021.

Appeals procedure

If you are dissatisfied with the handling of your request, you have the right to ask for an internal
review. Internal review requests should be submitted within two months of the date of receipt of
the response to your original request and should be addressed to the Information Rights &
Records Unit. It would be helpful if you can tell us why you are dissatisfied with the response to
your request so we may address this during the internal review.

Information Rights & Records Unit

Department for Business, Energy and Industrial Strategy
1 Victoria Street

London

SW1H OET

Email: FOl.Requests@beis.gov.uk

Please remember to quote the reference number above in any future communications.

If you are not content with the outcome of the internal review, you have the right to apply directly
to the Information Commissioner for a decision. Complaints can be made to the Information
Commissioner via their website at: https://ico.org.uk/make-a-complaint/official-information-
concerns-report/official-information-concern/.

Yours sincerely,

Business Frameworks Directorate

Page 2 of 2
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Australian Government

The Treasury

12 March 2021
FOl ref: 2876

Ms Elizabeth Meehan

By email: emeehan@gwu.edu

Dear Ms Meehan

Freedom of Information Request — Decision

| refer to your request to the Treasury on 16 February 2021, for access under the Freedom of Information
Act 1982 (the FOI Act) to the following:

The confidential responses to the government's consultation "Increasing transparency of the
beneficial ownership of companies” under the public interest exception to the FOI Act. Here is the link
to the consultation: https.//treasury.gov.au/consultation/increasing-transparency-of-the-beneficial-
ownership-of-companies. | will accept the content of the responses without any information that
would reveal the identity of the submitter of the response.

| am an authorised decision maker under section 23 of the FOI Act.
Decision

The Treasury has identified 11 documents in the scope of your request, listed in the attached schedule.
| have decided to refuse access to all 11 documents in full. The reasons for my decision are set out below.
My decision on each document is shown in the schedule.

Material Considered

The material to which | have had regard in making this decision includes:
* the scope of the FOI request and the content of the documents subject to your request;

* the relevant provisions in the FOI Act and the Guidelines issued by the Australian Information
Commissioner under section 93A of the FOI Act 1982 (FOI Guidelines); and

* advice from subject matter experts within the Treasury.
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Reasons for decision

Section 45 — Material Obtained in Confidence

Section 45 of the FOI Act provides that a document is an exempt document if its disclosure would give rise
to an action, by a person (other than an agency or the Commonwealth), for a breach of confidence.

To found an action for breach of confidence (which means section 45 would apply), the following five
criteria must be satisfied in relation to the information:

- it must be specifically identified;
- it must have the necessary quality of confidentiality;

- it must have been communicated and received on the basis of a mutual understanding of
confidence;

- it must have been disclosed or threatened to be disclosed, without authority; and

- unauthorised disclosure of the information would have or will cause detriment.

Documents 4 to 11 are confidential submissions provided by industry stakeholders. | have reviewed these
documents. | am satisfied they possess the requisite degree of confidentiality. They were communicated to
the Treasury with a mutual understanding of confidence, and confidentiality has been maintained. If this
material was disclosed, it would cause detriment to the organisations concerned by affording their
competitors in the marketplace an unfair insight into their private opinions and business affairs.

| have also considered your request to provide you with the content of the responses without any
information that would reveal the identity of the submitter of the response. | am satisfied that there isa
reasonable prospect of identifying the authors of the submissions beyond the simple removal of signature
blocks, logos and headers, and redacting the names of the organisations within the text of the documents.
| have therefore decided that documents 4 to 11 are exempt in full under section 45 of the FOI Act.

Deliberative Matter — Section 47C

Section 47C(1) of the FOI Act provides a conditional exemption for documents that, if disclosed, would
reveal an opinion, advice or recommendation obtained, or prepared, for the deliberative processes
involved in the functions of an agency or Minister (deliberative matter). A conditionally exempt document
may be withheld from release if access to it would be against the public interest.

Documents 1 to 3 contain confidential advice from other Government agencies on options for legislative
reform in relation to public disclosure of the beneficial ownership of corporate entities. | am satisfied this
material is deliberative matter. | find that documents 1 to 3 are conditionally exempt in full under section
47C of the FOI Act.

Section 11A(5) of the FOI Act provides that conditionally exempt material must be released unless
disclosure would be contrary to the public interest. My considerations of the public interest are set out
below.
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Certain operations of agencies — Section 47E(d)

Section 47E(d) of the FOI Act conditionally exempts documents where disclosure would, or could
reasonably be expected to, have a substantial adverse effect on the proper and efficient conduct of the
operations of an agency. Such documents may be withheld from release if their disclosure would be against
the public interest.

A core function of the Treasury is to consult with other agencies in the development of its policy and
legislative reforms. Documents 1 to 3 contain confidential assessments and options provided by other
agencies, and documents 4 to 11 contain canfidential submission responses, for the reform of the
legislative framework concerning public disclosure of the beneficial ownership of corporate entities. This
policy development is ongoing and the documents possess an enduring sensitivity.

| find that disclosure of these documents would impede the Treasury’s broad consideration of the issues
and would adversely affect the Treasury’s ability to provide complete and unqualified advice to the
Treasurer to assist his decision-making on the matter. | am, therefore, satisfied that documents 1 to 11 are
conditionally exempt in full under section 47E(d) of the FOI Act. My considerations of the public interest are
set out below.

Section 47G — Business

Section 47G(1)(b) of the FOI Act provides that a document is conditionally exempt if its disclosure would
disclose information concerning the lawful business, commercial or financial affairs of an organisation or
undertaking in a way that could reasonably be expected to prejudice the future supply of information to
the Commonwealth.

As discussed above, the documents were communications between industry organisations and the
Treasury, to assist the Treasury in developing an understanding of how possible reforms to corporate
ownership disclosure could impact industry organisations and the Australian economy. After considering
third party consultation responses, | find that documents 4 to 11 contain a level of sensitivity that, if
disclosed, would result in a real risk of industry organisations being reluctant or unwilling to provide similar
information in the future. Therefore, | consider that documents 4 to 11 are conditionally exempt in full
under section 47G(1)(b) of the FOI Act. As indicated, conditionally exempt documents must be released
unless doing so would be contrary to the public interest. My considerations of the public interest are set
out below.

Application of the public interest test

Section 11A(5) of the FOI Act provides that conditionally exempt material must be released unless its
disclosure would, on balance, be contrary to the public interest. Section 11B(3) sets out public interest
factors favouring release, and section 11B(4) sets out factors that must not be taken into account. The FOI
Guidelines set out factors in favour of, and against, releasing conditionally exempt material.

| have considered the public interest factors favouring release of the material. These include promaotion of
the objects of the FOI Act, the increase of public participation in government decision-making, and the
benefits of informed public debate based on accurate information. | have not taken into account any of the
matters set out in section 11B(4) of the FOI Act.
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Against disclosure, | have considered the importance of protecting the integrity of the Treasury’s
confidential consultation processes regarding the Australian business community. | have also considered
the public interest in ensuring unimpeded and candid responses to the Treasury’s present and future
consultations with the public and other agencies concerning proposals for reform.

On balance, | consider the public interest factors against disclosure to be of greater weight than the factors
favouring disclosure. | have, therefore, decided that documents 1 to 3 are exempt in full under section 47C,
and that documents 4 to 11 are exempt in full under section 47G(1)(b), and that all documents 1 to 11 are
exempt in full under section 47E(d) of the FOI Act.

Rights of Review
A statement setting out your rights of review in this matter is attached.

Yours sincerely

Tom Dickson
Assistant Secretary
Corporations Branch
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FOI 2876 Document Schedule

Doc No

Description

Decision

Third party agency consultation response

Exempt in full
section 47C — deliberative material
section 47E(d) — agency operations

Third party agency consultation

Exempt in full
section 47C — deliberative material
section 47E(d) — agency operations

Third party agency consultation

Exempt in full
section 47C — deliberative material
section 47E(d) —agency operations

Third party industry organisation consultation
response

Exempt in full

section 45 — material received in confidence
section 47E(d) — agency operations

section 47G(1)(b) — future supply of information

Third party industry organisation consultation

Exempt in full

section 45 — material received in confidence
section 47E(d) — agency operations

section 47G(1)(b) — future supply of information

Third party industry organisation consultation

Exempt in full

section 45 — material received in confidence
section 47E(d) — agency operations

section 47G(1)(b) — future supply of information

Third party industry organisation consultation

Exempt in full

section 45 — material received in confidence
section 47E(d) — agency operations

section 47G(1)(b) — future supply of information

Third party industry organisation consultation.

Exempt in full

section 45 — material received in confidence
section 47E(d) — agency operations

section 47G(1)(b) — future supply of information

Third party industry organisation consultation

Exempt in full

section 45 — material received in confidence
section 47E(d) — agency operations

section 47G(1)(b) — future supply of information

10.

Third party industry organisation consultation

Exempt in full

section 45 — material received in confidence
section 47E(d) — agency operations

section 47G(1)(b) — future supply of information

11.

Third party industry organisation consultation

Exempt in full

section 45 — material received in confidence
section 47E(d) — agency operations

section 47G(1)(b) — future supply of information

37




November 2020 FACT Letter Signatories

37



