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SUMMARY FINDINGS (1/2)

U.S. democracy indicators show a system under serious strain in terms of trust, turnout, and ability
of new entrants to participate

e Trustin government has declined from over 70% in the 1960s to under 20% today

e At 55% voter turnout in the 2016 election, the U.S. trails nearly all Western democracies
Political resources are focused on single-issue organizations and electoral wins rather than
building a modern democracy and economy

e The democracy market is estimated at “$58B per year. We've defined the market as spending by politically
relevant 501c3, c4, c5, c6, PAC, party, and direct candidate spend that impacts the health of our democracy.

e The “$58B democracy market is small compared to US philanthropic spend ($450B/year), but its effect on the
$4.4T federal budget and policies can thwart many philanthropic goals

e Beyond support to candidates, spending is largely single-issue focused

e Donors are highly consolidated. Super PACs have grown from $0.3B spent in 2014 to $0.8B spent in 2020. 1%
of donors made up 93.6% of Super PAC donations in the 2019-20 cycle
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SUMMARY FINDINGS (2/2)

Talent in the system has not renewed in decades and Congressional function has declined
dramatically

e Inthe 2019-20 Congress, the average age of Democratic leadership was 64, 24% of legislators were female, and
few had experience in modern economy sectors (e.g. tech, green energy, healthcare, finance)

e Effectiveness of Congress continues to rapidly decline, with members devoting only ¥4 of the time to committee
hearings on legislation that it did 30 years ago

A growing number of leaders from across sectors agree reform is essential now. Solutions are
gaining traction but resources are very limited

e The call for reform now goes beyond traditional democracy advocates, such as business leader Katherine Gehl
and HBS Professor Michael Porter’s analysis characterizing our political system as a failing duopoly. A
Leadership Now survey of over 2000 MBAs and Executives revealed that more than %3 of these individuals are
very concerned with the state of our democracy

e Objective redistricting, ranked choice voting, automatic voter registration, public voucher systems and
initiatives to improve the function of Congress are among the promising reforms

e |Initial estimates show less than 1% of democracy resources are directed toward promising reforms
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THE LEADERSHIP NOW PROJECT ENGAGES BUSINESS LEADERS TO
REVITALIZE AMERICAN DEMOCRACY

° 235 members*

° 6 chapters: NY, DC, Boston,
Houston, SF, LA

Invest in candidates
and organizations
committed to fixing

our democracy e Members invest $25M+ in

candidates and organizations
in 2019-2020 cycle

COMMITTED,
ENGAGED

MEMBERSHIP
OF BUSINESS
LEADERS Act through advocacy

ACT & . .
Learn from leaders campaigns and partnerships
) INFLUENCE . o
in the democracy with organizations; push
space and thinking in business networks

Leadership Now’s on stronger democracy
original analysis
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BUSINESS LEADERS ARE CONCERNED WITH THE STATE OF DEMOCRACY

AND ARE READY TO ENGAGE

Leadership Now & Citizen Data poll of MBAs and executives, Nov 2019

In general, what is your level of concern about
the state of our democracy?

100% Not sure

® Not /
75% somewhat
concerned

50% Very
concerned

25%

0%

Leadership Now
Project Source: Leadership Now & Citizen Data Poll, Nov 2019

Do you believe business leaders in America
have a responsibility to take action to fix the
issues In our democracy?

0,
100% Not sure

® No

75%
Yes

50%

52
25%

0%



BUSINESS LEADERS ARE CONCERNED THAT BUSINESS IS MAKING THINGS
WORSE

HBS US Competitiveness Report poll, Dec 2019

Percent of respondents who agreed that: Percent of respondents who agreed that:
“My company’s impact / business worsens “My company’s impact / business worsens
the political system by increasing the political system by advancing policies
partisanship.” benefiting special interests”

80% 80%

60% 60%

40% 40%

20% 20%

15%

0%

0%
My company's impact ~ Business overall My company's impact  Business overall
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TRUST IN GOVERNMENT IS AT AN ALL TIME LOW
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Project Source: Pew Research Center, “Public Trust in Government: 1958-2019”
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MONEY IN
POLITICS

Politicians 4x more
likely to meet with
donors than with
their constituents

76% of Americans
say the government
is run by a few big
interests looking out
for themselves
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UNREPRESENTATIVE

ELECTIONS

Only 11% of House
districts are
competitive due to
gerrymandering and
partisan sorting

Minority groups,
women, and
independents are
underrepresented in
government

LEGISLATIVE
BREAKDOWN

Only 12% of
Americans rate
honesty and ethics
of Members of
Congress as above
average

The percentage of
salient legislative
issues in gridlock
has nearly tripled
since the 1950s

DEMOCRATIC DYSFUNCTION ON MULTIPLE FRONTS

i
WEAK CIVIC
CULTURE

47% of eligible
voters voted in the
2018 midterms,
placing US in 36th
out of 37 OECD peer
countries

Only 9% of
Americans belong
and actively
participate in a
political party

EHEH]
e

DISINFORMATION

AND THE MEDIA

Only 28% of
Americans believe
people agree on
basic facts

59% of Americans
believe it is hard to
identify false
information on social
media


https://bulletin.represent.us/12-stats-proving-your-government-is-corrupt/
http://assets.pewresearch.org/wp-content/uploads/sites/5/2018/04/26140617/4-26-2018-Democracy-release.pdf?utm_source=Democracy+Collaborative+at+ReThink+Media&utm_campaign=1f9a7aab80-EMAIL_CAMPAIGN_2019_01_31_07_12&utm_medium=email&utm_term=0_3e305aa083-1f9a7aab80-391809989
https://fairvote.app.box.com/v/mp14-redistricting
https://www.fairvote.org/data_on_rcv#research_rcvrepresentation
https://www.fairvote.org/data_on_rcv#research_rcvrepresentation
https://www.brookings.edu/research/polarized-we-govern/
https://news.gallup.com/poll/1654/honesty-ethics-professions.aspx
https://www.idea.int/data-tools/data/voter-turnout
https://www.pewresearch.org/politics/2020/09/02/in-views-of-u-s-democracy-widening-partisan-divides-over-freedom-to-peacefully-protest/
https://www.pbs.org/newshour/politics/social-media-disinformation-leads-election-security-concerns-poll-finds

CONGRESSIONAL FUNCTION IS CONTINUING ITS DRAMATIC DECLINE

Committee hearings dealing with legislation, 1989-2016

Filibusters: Senate cloture votes, 1930-2020

263
1,000 G.H.gVSV%Bush Clinton G.W. Bush Obama Trump CIOture VOteS are Used tO
¢ break filibusters. Both
filibusters and the cloture
process are time
500 consuming and paralyze
500 .
Senate function.
House
254
Senate
69
1989-90 2015-16
Note: Data for 2015-16 is incomplete.
1940 1960 1980 2000 2020
Leadership Now source: The Washington Post, “Congress has a job - but has largely stopped doing it;” Source: Vox, “The definitive case for ending the filibuster” 10

Project Note: Count for the 2019-20 Senate cloture votes as of September 25, 2020



MEMBERS OF CONGRESS HOLD A NARROW RANGE OF DEMOGRAPHIC AND
PROFESSIONAL BACKGROUNDS

PROFESSION AGE RACE GENDER

BUSINESS 8% NATIVE
6% 80 AMERICAN
ASIAN
9%
EPUCATION N 20% 7079 e
° -
4% 75% BLACK WOMEN
ENGINEERING - 4%
60-69
23%
Law I 3%
50-59
MEDICINE o
o s 61% WHITE 94% 61% MEN 91%
40-49
30-39
DEMOCRAT REPUBLICAN DEMOCRAT REPUBLICAN DEMOCRAT REPUBLICAN

REPUBLICAN
[ oemocrar
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Source: NBC San Diego - “The New Congress;” US House of Representatives Office of the Clerk - “Membership Profiles;” CRS - “Membership of 116th
Congress;” Note: Professional background is based on the Office of the Clerk’s categorization, “Business” refers to members with MBAs, “Education®

refers to former professors and teachers, “Engineering” refers to those on the Clerk’s Engineers list, “Law” refers to those with JDs, “Medicine” refers to K|
those on the Clerk’s Medical Professionals list



https://www.nbcsandiego.com/news/politics/Diversity-in-the-New-Congress-503821821.html
https://library-clerk.house.gov/membership-profile.aspx
https://fas.org/sgp/crs/misc/R45583.pdf
https://fas.org/sgp/crs/misc/R45583.pdf

LITTLE CORRELATION BETWEEN CITIZENS’ PREFERENCES & PROBABILITY
THAT CORRESPONDING LEGISLATION WILL BE PASSED

Average citizens’ preferences Economic elites’ preferences

80% 80%
60% 60%
40%

40%

20% 20%

Predicted probability of adoption
Predicted probability of adoption

0% 0%
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100% 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
As more average citizens support a policy change, As more economic elites support a policy change,
they're not any more likely to get what they want they are more likely to get what they want
Leadership Now
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THE MAP OF POLITICAL ORGANIZATIONS AND RESOURCE FLOWS IS

COMPLEX

Individuals

Corporations/
Industry
Organizations

Labor

Foundations

Foreign Entities
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Political Party Committees
(DNC, RNC, etc)

Political Action Committees
(SSFs & Non-connected PACs)

Super PACs
(Independent Expenditures)

501c3s
(Public Charities)

501c4s
(Social Welfare Organizations)

501c5s
(Unions)

501c6s
(Trade Associations)

For Profit Organizations

Candidates
(Authorized
committees)

Organizations
(Spending on activities
and programs to
advance political
outcomes)



$57.9B FLOWS INTO POLITICS EVERY YEAR, THE BULK OF WHICH IS
NON-PROFIT POLITICAL AND NON-POLITICAL SPEND

Spending by political nonprofits (2018) Spending by other political entities (2018)
$60 B Spending by non-profit $0.9B $1.6B $579B
organizations that is a $1.6 B $2.28B —
hybrid of political and $1618B $1.78B —
S50 B non-political spending T

—

$40 B
$13.6B Spending by orgs,
individuals &
$308 corporations that is
EoE purely political

$208 $16.4 B

$10B

501(c)(3) 501(c)(4) 501(c)(5) 501(c)(6) PACs Super PACs Candidates Party Committees Companies Total

Notes: [1] Data on PACs, Super PACs, Candidates, and Party Committee spend based on analysis of 2019 FEC data. The “Companies”
Leadership Now amount includes an overlap of “$320 M with 501(c)(6) reported spending. [2] Dollar amounts for 501(c)s represent total organizational
Project spend. [3] 501(c) data is from 2018, other data is from 2019. [4] Super PAC spending includes IE by hybrid PACs 15



THE POLITICAL MARKET IS DWARFED BY THE FEDERAL BUDGET AND
PHILANTHROPY, BUT ITS IMPACT ON BOTH SPHERES SIGNIFICANT

influences how
public resources

are allocated $4.47
U.S. federal
government spend
$58B
Political market
spend
Leadership Now Cost of Election

Project Giving USA 2020: The Annual Report on Philanthropy for the Year 2019

influences
philanthropic
ROI

E.g. philanthropic spend
on environmental

protection achieves little
when federal protections $4BOB

and incentives, like those Philanthropic
for clean energy, are

eliminated Spend

The Federal Budget in 2019



https://www.opensecrets.org/overview/cost.php
https://www.cbo.gov/publication/56324
https://givingusa.org/giving-usa-2020-charitable-giving-showed-solid-growth-climbing-to-449-64-billion-in-2019-one-of-the-highest-years-for-giving-on-record/

DEMONSTRATE HOW OUTSIDE GROUPS (501CS AND
SUPER PACS) ARE DRIVING INCREASINGLY EXPENSIVE CAMPAIGNS

Cost of Senate races over time, candidate expenditures and independent expenditures (as of Oct 19, 2020)

$1.89B
$2.008 Independent
$1.68B expenditures
B Candidate spending
$1.50B $1.298

$1.158 $1.18B

$1.00B

$.50B

$.00B

1999-2000 2001-02 2003-04 2005-06 2007-08 2009-10 2011-12 2013-14 2015-16 2017-18 2019-20Q3

Leadership Now
Project Source: FEC
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WITH A POLITICAL LEAN ARE LARGELY
SINGLE-ISSUE

501(c)(4) Spending by Primary Issue Area Focus (2019)* In 2018, conservative c4s spent x%

Partisan organizations with >$7M annual budget more than liberal c4s. In 2019, we saw
this trend reverse.

party 2ol

ENGAGEMENT

pgen®® | T
Conservative

leaning c4s -ED
NMENT ES ADvocacy
B $947M 7

leaning c4s

Leadership Now Note: Actors include politically relevant and partisan 501c4 organizations spending greater than $7 M (e.g. AARP not included)
Project Source: IRS 990 Data 2019 Extract 18



IN 2020 ELECTION CYCLE WAS EVENLY DEPLOYED BY
BOTH PARTIES AND FUELED BY A TINY GROUP OF DONORS

Top 50 highest spending super PACs in 2019-20 (as of Sept 2020, $840m)
Total: $417M Total: $339M

SPIRIT OF
AMERICAN
REFORM, THE
COALITION FOR
ELECTORAL
REFORM. JASON
CHANGKYU...

THE LINCOLN
AB PAC, PROJECT, SENATE LEADERSHIP FUND, CLUB FOR GROWTH
$32,587,869 $25,592,638 $43,528,590 ACTION, $33,832,609

THE 1% of donors

WOMEN NATIONAL REPUBLICAN CONGRESSION COMMITTEE
PERSISTPAC, | VOTE!, SENATORIAL AL LEADERSHIP | RESTORATIO | TO DEFEND make up
PRIORITIES USA $14,812,211 | $14,355,032 COMMITTEE, FUND, N PAC THE

UNITE THE ’ z O,
ACTION, $67,794,709 B 454,505,168 $15,117,962 $12,657,033 PRESIDEN... 93.6/0 Of

$23,289,802 e DEEENDIN Super PAC

G .
St donations
AMERICA PAC, | pemoc.

$28,427,385 ,590,
VOTEVETS, AMERIC | AMERICAN
$17,075,345 AAAERICANS AS PAC, | CROSSR

FOR GREAT
LCV VICTORY ks PROSPERITY | AMERICA | Apegic
SENATE MAJORITY PAC,|  FUND, AMERICA FIRST ACTION, | ACTION, PAC, | ANS FOR
$57,324,165 $15,091,331 INC., $44,276,527 | 'NCAFP... $9,647,... | CONST...

Leadership Now Note: Data as of Sept 16 FEC data release, possible to change; Super PAC data does not include spending by Hybrid PACs (e.g. Priorities USA)
Project Source: FEC; OpenSecrets.org; Bipartisan Policy Center, “Campaign Finance in the United States”
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BUSINESSES AND BUSINESS PROFESSIONALS ARE THE LARGEST
POLITICAL CONTRIBUTORS AT THE FEDERAL AND STATE LEVELS

Donations to Federal Candidates, Donations to State Political Committees
Committees, and Outside Spending Groups (2009-2020)
$6.0B W Other Republicans Democrats
Ideological i
N o
Trad
$2.0B . [ ] Associatri?)n: . $28 M
j —_ -
- — - PACs . $23M &76 M

Other EEEWV

$69 M
$.0B

Source: Center for Responsive Politics, New York Times
Notes: [1] "Business" contributions from individuals are based on the donor's occupation/employer. Since nearly everyone works for someone, and since
union affiliation is not listed on FEC reports, totals for business are somewhat overstated, while labor is understated. Still, the base of large individual

Iﬁf(ggcetrsmp Now donors is predominantly made up of business executives and professionals. [2] State political committees refer to state-level 527s



BUSINESS INTERESTS REPRESENTED 88% OF THE $3.4B LOBBYING
SPEND IN 2019

Mix of lobbying spend, 2019 Top 10 lobbying spenders, 2019
$3.48 US Chamber of Commerce S$77M
T = Other
Open Society Policy Center $48M
Ideological
2550 LabaE National Assn of Realtors S41M
- Pharmaceutical Research &
W Eusiness Manufacturers of America 529M
American Hospital Assn S$26M
50%
Blue Cross/Blue Shield $25M
American Medical Assn $21M
25% | sam)
Business Roundtable $20M
Amazon.com WY
0% | $17M]
Facebook Inc WA

Leadership Now
Project Source: OpenSecrets
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LEADERSHIP NOW TARGET ISSUES 2018-2020

©)
=
ELECTORAL MONEY IN LEADERS AND
VOTING RIGHTS SYSTEMS POLITICS TALENTS
Leadership Now Leadership Now is Leadership Now Leadership Now
supports safe access working to end promotes open endorses a slate of
to the ballot for all and gerrymandering, create transparency and diverse candidates who
is working to prevent independent accountability within are strong on issues of
voter suppression and redistricting our campaign finance democracy reform and
encourage voter committees, and system supports democracy
participation promote ranked choice entrepreneurs
voting
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THERE IS INCREASING MOMENTUM FOR REFORM

Challenge

Voter turnout is low

Election outcomes
don’t reflect citizen
preferences

Money has undue
influence in politics

Elected officials are
not representative of
American population

Leadership Now
Project

Opportunities (not comprehensive)

Automatic voter registration
Day off for voting; weekend voting
Mail-in ballots; online voting

Objective redistricting
Ranked choice voting
Open primaries
Electoral college reform

Vouchers
Public financing, matching funds
Limits on contributions/sources

S SN X K«

New candidates from outside politics
with diverse backgrounds

In practice (examples)

Automatic voter 100% Vote by
registration: 16 Mail: O states
States & DC & DC

o o

: B
Michigan Independent
Redistricting Map

Seattle Democracy Vouchers  Denver Fair Elections Fund

NL.C ¥ newpolitics
i WINTHEERA

New Leaders Council

24



2018 BALLOT MEASURE SUCCESSES INDICATE PUBLIC DEMAND FOR

REFORM

Leadership Now
Project
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= Campaign finance, political
spending, and ethics

» Voter requirements and
access

» Voting system

Redistricting

16/18 pro-democracy
ballot measures passed



<1% OF THE $58B IN POLITICAL SPEND ADVANCES THESE KEY REFORMS

Spending of top 50 reform orgs by issue and lean

$600 M $549 M B Government

functioning
and ethics

B Money in
politics

@ Electoral
reform

M Voting
participation /
protection

$400 M

§200 M

$M

Left Nonpartisan Right

Leadership Now Source: IRS 990s - 2018; Leadership Now Analysis
Project Note: 1% figure is based of the total spend of 236 democracy reform orgs in 2018, which amounted to $487M
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NEW GENERATION OF BUSINESS LEADERS IS MORE REFLECTIVE OF
AMERICA'S DIVERSITY AND INCLINED TO CHANGE

MBAs / executives by age and ethnic group MBAs / executives by age and politics
100% Other 100% B Republican
I
- - 91% Hispanic @ Democrat
75% 79% B . B Asian 75% [ Other/ none
I African American
& 60% :
50% White 50%
25%
25%
0%
18-35 3555 55+ US average 0%
18-35 35-55 55+ US average
Leadership Now
28

Project Source: Leadership Now / Citizen Survey of MBAs and Executives 2019, US Census, Gallup



LEADERSHIP
NOW GUIDING
PRINCIPLES

1. We must protect our democracy while renewing it

2. Our economy must work for all

3. Facts and science matter

4. Diversity is an asset
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ACADEMIC
ADVISORY
GROUP

Anat R. Admati | Professor
of Finance and Economics,
Stanford Business School

Rebecca Henderson |
University Professor,
Harvard Business School

Katherine Gehl | Business
Leader, Author, Speaker

Danielle Allen | Professor
and Director of Edmond J.
Safra Center for Ethics,
Harvard University

David Gergen | Professor of
Public Service, Harvard
Kennedy School

Deepak Malhotra |
Professor of Business
Administration, Harvard
Business School

Frances Frei | Professor of
Technology and Operations
Management, Harvard
Business School

Lawrence Lessig |
Professor of Law, Harvard
Law School

Michael Porter | Bishop
William Lawrence
University Professor,
Harvard Business School



STEERING &
INVESTOR
GROUP

Mariam Alsikafi

Lisa Blau

Katherifte Cousins

Patrick McGinnis Elissa Doyle

Eddie Fishman

Charlie Ledley Kevin Brennan Luz Blancas Irina Zavina Joe Williams
Sevak



