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Bottom line: While the vast majority of gun dealers are responsible business owners 
that operate in good faith to secure their potentially dangerous inventory, a small 
number of bad actors are responsible for diverting guns into the illegal secondary 
market. These guns often end up being used in crimes throughout Illinois. The Illinois 
Legislature should enhance state oversight of gun dealers to fill gaps in federal regula-
tion of the gun industry and to help ensure that guns do not flow from bad actors into 
vulnerable communities.

Bad-actor gun dealers are a source of guns used in crimes in Illinois

Nearly every gun that is used in a crime starts out as a legal gun that was at one point 
part of the inventory of a licensed gun dealer.1 Gun dealers therefore have a substantial 
responsibility to ensure control over their inventory and to adopt best practices that 
minimize the risk that guns will be illegally diverted into the secondary marketplace.

• A substantial number of guns go missing from gun dealers’ inventory each year. In 
2014 alone, more than 19,000 guns were reported lost or stolen from licensed gun 
dealers nationwide.2 

• Between 2004 and 2011, investigators from the Bureau of Alcohol, Tobacco, Firearms 
and Explosives, or ATF, discovered that more than 175,000 guns were unaccounted 
for during gun-dealer compliance inspections across the country.3

• Guns that go missing from dealers pose a serious risk to public safety. These guns 
often end up being used in crimes and are difficult to trace when recovered by law 
enforcement because there is no record of how the guns left the dealers’ inventory.4

A person is killed with a gun 

in Illinois every eight hours. In 

2014 alone, there were 1,179 

gun deaths in the state.13
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• A small number of gun dealers are responsible for the majority of guns that end up 
being used in crime in Illinois.

 – A 2014 study by the Chicago Police Department and Office of the Mayor found that 
four local dealers were the source of nearly 20 percent of the guns recovered in con-
nection with crime in Chicago between 2009 and 2013.5 

 – These four dealers supplied more than 3,000 crime guns during this period; all other 
dealers that were the source of recovered guns supplied an average of three crime 
guns each.6 

Gaps in federal oversight of gun dealers leave Illinois communities vulnerable

Gun dealers are required to obtain a license from the ATF and are subject to regulatory 
oversight by that agency.7 However, a combination of restrictive federal laws and budget-
ary shortfalls have dramatically limited ATF’s ability to effectively oversee the nation’s 
gun dealers to ensure they are in compliance with all applicable laws and regulations and 
adopt best practices to ensure control over their dangerous inventory. 

• In 2014, ATF conducted 10,429 compliance inspections of gun dealers, accounting 
for roughly 13 percent of all commercial gun dealers in operation that year.8

• An investigation of ATF’s gun-dealer inspection program found that between 2007 
and 2012, more than 58 percent of licensed gun dealers had not been inspected for 
more than five years.9

• ATF cannot make up for resource gaps that prevent regular compliance inspections by 
requiring dealers to regularly check their own inventory against sales to ensure that all 
guns are accounted for. Since 2004, a restrictive appropriations rider has prevented the 
agency from requiring dealers to conduct this type of annual inventory.10 

State-level licensing for gun dealers fills federal gaps

State-level gun-dealer licensing fills these gaps in federal regulation of the industry and 
effectively reduces the illegal diversion of guns from dealers. While ATF has the primary 
responsibility for overseeing and regulating the gun industry, states have the authority to 
enact state-level gun-dealer licensing statutes that provide an additional level of regula-
tory oversight. 

• 15 states have enacted laws requiring gun dealers operating in the state to obtain a 
state license. 

• 10 additional states have enacted other laws relating to the operation of gun dealers, 
such as mandatory security measures or required warnings to purchasers.11

Between 2009 and 2013, 

four local gun dealers 

were the source of nearly 

20 percent of crime guns 

recovered in Chicago.14
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• Research has found that state laws regulating the conduct of gun dealers help reduce 
illegal gun trafficking. A 2009 study of 54 U.S. cities found that cities in states 
with strong laws regulating gun dealers experienced lower levels of intrastate gun 
trafficking.12 

Illinois should improve oversight and help reduce illegal gun trafficking through 
the implementation of state gun-dealer licensing

A comprehensive approach to state gun-dealer licensing would include inspections 
by law enforcement to ensure compliance with all federal and state laws and regula-
tions, background checks for all employees, mandatory video surveillance and security 
requirements, and restrictions on where these businesses are permitted to operate. 

92 percent of Illinois voters 

support requiring state 

licenses for gun dealers.15
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