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SUMMARY FINDINGS (1 of 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, 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 “$56B per year. We've defined the market as spending by politically relevant
501c3, ¢4, c5, c6, PAC, party, and direct candidate spend that impacts the health of our democracy.

e The “$56B democracy market is small compared to US philanthropic spend ($410B/year), but its effect on the $4T
federal budget and policies can thwart many philanthropic goals

e Beyond support to candidates, spending is largely single-issue focused and far more fragmented on the left and
center

e Donors are highly consolidated. Super PACs have grown from $0.3B spent in 2014 to $0.8B spent in 2018. At least
100 donors giving over $1M made up 74% of Super PAC donations
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SUMMARY FINDINGS (2 of 2)

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

e Inthe 2019 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

e Candidates continue to rely on party-referred consultants incentivized to buy TV ads despite increasing examples
of successful low cost strategies that focus on digital and field organizing

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

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

e Initial estimates show less than .2% (or $122M) of democracy resources are directed toward promising reforms
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DEMOCRACY MARKET MAP: WHAT WE SEEK TO UNDERSTAND

Focus of this

presentation
in bold

Project

Key questions addressed

How do we define and scope the
democracy investment market and its
key segments?

Who are the key players? What are their
role, scale, and objectives?

Who are key investors in each segment?

How do we define success? What are the
democracy-related outcomes we should
seek by 2018-2020+?

How do we measure results/ROI for
organizations in a particular market
segment?

Differentiators from other efforts

Takes a system view

Includes investments in candidates and
organizations

Looks at multiple legal structures:
501c3, c4, PAC, for-profit, political parties

Uses holistic data sources and data
science to analyze IRS 990s, FEC data,
opensecrets, and other data sources

Benchmarks Democratic, Republican,
and center/independent infrastructure

. Note: the following findings represent a work in progress. Final results are pending the completion of a machine-assisted identification and
Leadership Now (|assification of political nonprofits.






TRUST IN GOVERNMENT IS AT AN ALL TIME LOW
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Leadership Now Source: Pew Research Center, “Public Trust in Government: 1958-2017”

Project



... AND INDICATORS OF DEMOCRATIC FUNCTION SHOW THE DEPTH OF THE
CHALLENGE

MONEY IN RIGGED LEGISLATIVE WEAK CIVIC

POLITICS ELECTIONS BREAKDOWN CULTURE
Politicians 4x more Only 16% of 100% of committee Voter turnout at just
likely to meet with Congressional districts chairs appointed by 56% in 2016 -
donors than with considered the Speaker’s office placing US 26" of
their constituents competitive 32 peer OECD

58% of Americans nations
76% of Americans 67% of Americans rate honesty and
say the government expected foreign ethics of Members 47% of Americans
is run by a few big interference in the of Congress low say there’s not much
interests looking out 2018 election ordinary citizens can
for themselves do to influence the
government
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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://www.brennancenter.org/publication/state-voting-2018
http://www.people-press.org/2018/10/29/election-security/
https://news.gallup.com/poll/1654/honesty-ethics-professions.aspx
https://www.americanprogress.org/issues/education-k-12/reports/2018/02/21/446857/state-civics-education/
https://www.americanprogress.org/issues/education-k-12/reports/2018/02/21/446857/state-civics-education/
http://www.pewresearch.org/fact-tank/2018/05/21/u-s-voter-turnout-trails-most-developed-countries/
http://www.people-press.org/2015/11/23/8-perceptions-of-the-publics-voice-in-government-and-politics/

DEMOCRACY MARKET: UNDERSTANDING THE MAP OF POLITICAL

ORGANIZATIONS AND RESOURCES
SOURCES CHANNELS RECIPIENTS

Political Party Committees

Separated Segregated Committees (Authorized Committee)
(aka: Corporate or Union PACs)

Corporations/
P Political Action Committees
IndUStry (non-connected PACs) Key:
Organlzatlons Leadership PACs - Organizations that may make
% “independent expenditures” in
Hybrid PACs political campaigns.
Labor Super PACs
501c3s
(Public Charities)
. 501c4s
Foundations (Social Welfare Organizations) . ..
>R Organizations

501c5s

(Spending on activities and
(Unions)

programs to advance
501c6s political outcomes)

Foreign Entities (Trade Associations)

For Profit Organizations
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~“$56B IN SPEND BY POLITICALLY ACTIVE ORGANIZATIONS ANNUAL

$60 B

$2.28B

Spending by non-profit $16.1 B $1.7B [—

$50 B organizations that is a
hybrid of political and
non-political spending

S40B T

$13.6 B

Spending by orgs,

$308B individuals &
corporations that is

$3.8B purely political
5208 $16.48
S10B
SB
501(c)(3) 501(c)(4) 501(c)(5) 501(c)(6) PACs Candidates Party Committees Companies
Leadership Now *Note: Data on PACs, Candidates, and Party Committee spend based on analysis of 2017-2018 FEC data

Project Dollar amounts represent total organizational spend.

$'9 B $1.6 B

$56.4 B

TOTAL



OF WHICH $7 B IS PURELY POLITICAL SPEND. THIS INCLUDES $0.5 B SPENT
BY NON-PROFIT ORGS ON LOBBYING & CAMPAIGNS

8.00 B

700 B 3, ¢5, & c6’s: Federally disclosed 1.58 B 6.90 B

spending on lobbying
6.00 B
92 B

5.00 B
200 [

4.00B

c4’s: Federally

disclosed spending on

3.00B lobbying and direct or

indirect political 1.73 B
2.00B campaign activities
1.00B

25B .10B .09 B ﬂ
00B 1
501(c)(3) 501(c){(4) 501(c)(5) 501(c)(6) PACs Candidates  Party Committees Companies TOTAL
Leadership Now 10
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THE POLITICAL MARKET IS DWARFED BY THE FEDERAL BUDGET AND
PHILANTHROPY, BUT ITS IMPACT ON BOTH SPHERES SIGNIFICANT

Influences social, economic and
environmental budget and
policy decisions

2016 Political Spend: *
~$56B

+ Federal policies, new
regulations and laws set
by elected officials
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Impacts philanthropic RO
(positively or negatively)

>

E.g. philanthropic spend on
environmental protection
achieves little when federal
protections and incentives,
like those for clean energy, are
eliminated

2017 Philanthropic
Investment: $410B

"


https://www.fec.gov/data/advanced/?tab=spending

501c4 ORGANIZATIONS WITH A POLITICAL LEAN ARE LARGELY SINGLE-ISSUE

501c4 Spending by Primary Issue Area Focus (2016)*

Partisan organizations with >$5M annual budget

*AARP, the nation’s largest
501c4, spent $1.6B in
2016. It too influences
policy for a particular set
of interests but in a
relatively nonpartisan
manner.

Conservative
AMERICA

AMERICAN ACTION leaning c4s

NETWORK INC

Abortion i
PLANNED ors leaning c4s NEXTGEN

ACTION FUND INC $513M

Lk
e
\O'

Note: Actors include politically relevant and partisan 501c4 organizations spending greater than $5 M (e.g. AARP not included)

Iﬁeadership Now soyrce: IRS 990 Data
roject
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2018 SUPER PAC SPEND DOMINATED BY ENTITIES FOCUSED ON THE SENATE AND HOUSE
TOP 55 HIGHEST SPENDING SUPER PACs IN 2018 (As of Nov 2018, $761M

Independence USA PAC,
$37,506,875 America First
New Republican Action,

PAC, $30,508,059 | $29,201,768

Club for At least 100
League of Growth donors giVing

Conseivatio DefendArizona, Action,
n Voters,

Senate Majority PAC, o il s1624667 | congressional Leadership Fund, $21,966,591 $12,819,373 above $1M

$28,022, 8 o
e $137,501,727 National | meries it make up 74%

Planned | High... : Assnof | PAC, |Futured..| New of total

Change | Parent... | 31 $6,197,... | $6,129,... | Jersey,... . .
Naw | Votes,. | $4,5.. fiealtors, contributions

PAC, 510,63--- Texans

Defe... | CFG | cFG
$7,911...| For | Black.. gelzxzxc, Main... | Acti...

New Win Restoratio
Americ... - n PAC, Wiscon...

i $7:335.3... Next

Fund, PAC,...
House Majority PAC, $71,623,390 $7,583... | & |&.|ALA. A

: for Ending
With Honor Fund, $10,776,766 Patients for... .| Senate Leadership Fund, $95,054,956 | prosperit... | spendi..

Note: Data as of Nov 27 FEC data release, possible to change; Super PAC data does not include spending by Hybrid PACs (e.g. Priorities USA)

Iﬁeadtatrship Now Source: OpenSecrets.org; Bipartisan Policy Center, “Campaign Finance in the United States” 13
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https://www.opensecrets.org/pacs/superpacs.php?cycle=2018
https://bipartisanpolicy.org/wp-content/uploads/2018/01/BPC-Democracy-Campaign-Finance-in-the-United-States.pdf

LOBBYING SPEND DOMINATED BY INDUSTRY GROUPS, AND FOREIGN SPEND
IS GROWING

Top Lobbying Spenders! (2017)

US Chamber of Commerce
National Assn of Realtors

Business Roundtable

Pharmaceutical Research &
Manufacturers of America

Blue Cross/Blue Shield
American Hospital Assn

American Medical Assn

$27,380,000
$25,847,500
$24,330,306

$22,094,214

$54,530,861

$82,260,000

Canada: $22M

Ireland: $30M

Japan: $55M
China: $23M

J South Korea: $74M

Marshall Islands:
$34M
R

UAE: $24M ‘. )

Israel: $24M i
Saudi Arabia: $27M

AT&T Inc $19,717,000
Alphabet inc Total Lobbying Spend = =
soreco (1998-2017) Fi BBeEEmb
o — 3.08 = i
Open Society Policy Center 298
National Assn of Broadcasters e
2.08 o
Locktsd i res 1
158 .48
Public Sector Unions 1.0B
Transportation Unions $13,389,679
es = N H H B =E N =5 N =B = = N = E E =E =N =N =
National Retail Federation O 0P 0P S o 0P o o o o R o o o e e o e e oV
1. Highlighted lobbying spenders indicate an aggregated spending group.
Note: Total lobbying spend and top lobbying spenders includes and assesses all organizations that reported lobbying spend; 14

l}seadership Now source: OpenSecrets.org
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https://www.opensecrets.org/lobby/top.php?indexType=s&showYear=2018

MEMBERS OF CONGRESS HOLD A NARROW RANGE OF DEMOGRAPHIC AND

PROFESSIONAL BACKGROUNDS

PROFESSION

BUSINESS 8%
6%

9%

FPUCATION . 20%

%

Cl

4
ENGINEERING - 4

23%

Law [ 5%

6%
MEDICINE g 3o,

REPUBLICAN
[ oemocrar

AGE

DEMOCRAT

80+

70-79

60-69

50-59

40-49
30-39

RACE GENDER

NATIVE
AMERICAN

ASIAN
HISPANIC

WOMEN
75% BLACK

61% WHITE 94% 61% MEN 91%

REPUBLICAN DEMOCRAT REPUBLICAN DEMOCRAT REPUBLICAN

Source: NBC San Diego - “The New Conaress;” 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
Leadership Now oqchers, “Engineering” refers to those on the Clerk’s Engineers list, “Law” refers to those with JDs, “Medicine” refers to those on the Clerk’s Medical Professionals list
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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

CONGRESSIONAL FUNCTION IS CONTINUING ITS DRAMATIC DECLINE

Laws and Disorder

“Today’s Congress is dominated by party leaders and
functions as a junior partner to the executive, an
analysis by The Post and ProPublica finds.”

Committee hearings dealing with legislation

G.H.W. Bush Clinton G.W. Bush Obama Trump
1,000
937
@
500
500
House
254
Senate
69
1989-90 2015-16

Note: Data for 2015-16 is incomplete.

E;f:gg["smp Now source: The Washington Post, “Congress has a job - but has largely stopped doing it”
]

‘[Former Senate Majority
Leader Thomas A. Daschle]
thinks of Congress as an
institution that needs to be
rebuilt from the ground

»

up...
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https://www.washingtonpost.com/graphics/2018/politics/laws-and-disorder/?utm_term=.3dbfe1009c71

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

Average Citizens' Preferences Economic Elites' Preferences
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Project Source: Gilens and Page, Sept 2014, Testing Theories of American Politics: Elites, Interest Groups, and Average Citizens
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THERE ARE SYSTEMS SOLUTIONS. SOME ARE STARTING TO HAPPEN.

Challenge Opportunities (not comprehensive)
5% Automatic voter registration

Voter Turnout is Low 5% Day off for voting; weekend voting
5% Mail-in ballots; online voting

5/ Objective redistricting

Election Outcomes
ere Ranked choi ti
Don’t Reflect Citizen % OToneneprTmZIrTeesvo N9

Preferences % Electoral college reform

Vouchers
% Public financing, matching funds
Limits on contributions/sources

Campaign Finance

% Reform rules and structures in Congress and
state legislature

Ineffective
Legislatures

% New candidates from outside politics

Talent Gap with diverse backgrounds

Leadership Now
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In Practice (examples)

L
(. q -

Pennsylvania redistricting

Automatic voter
registration: 14
States & DC

2011 New map

e tgyn |

A

House GOP imposes term
limits on committee chairs

NLC & newpolitics

New Leaders Council
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2018 BALLOT MEASURE SUCCESSES INDICATE PUBLIC DEMAND FOR REFORM

Successful Ballot Measures (2018)

WA
vT
ME
MT ND \
OR MN NH
ID SD wi NY g
WY Ml cT \
RI
1A PA -
o NE o N 19/20 pro-democracy
/DE 0 eg e .
uT I IN \ ballot initiatives passed
CA co wy . \MD
KS MO KY DC
NC
TN
OK
AZ NM AR SC
Voter r irements an
e AL GA oter requirements a d access
- " | Campaign finance, political spending, and ethics
Redistricting
AK FL
HI
Leadership Now g, rce: Ballotpedia, “2018 ballot measures”; The Appeal Political Report, “Where Voting Rights are on the 2018 Ballot” 20
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https://ballotpedia.org/2018_ballot_measures
https://www.appealpolitics.org/voting-rights-referenda-2018/

FEDERAL REFORM UPDATE: HR1 PASSED THE HOUSE ON
PARTY LINES. BIPARTISAN BILL NEED TO PASS THE SENATE

HR1 reform package

H.R.1 -+ Automatic & Same Day Voter Registration

IN'THE HOUSE OF REPRESENTATIVES » Restoration of Voting Rights Act

=+ Independent redistricting commissions

= Small donor matching
-+ Federal campaign disclosure & FEC reform
=+ Election security

= Ethics reform

FI;eadetrship Now Sources: US Congress - “H.R. 1;” US Congress - “H.R. 7267;” Congressman Ken Buck - “Congressional Reformers Caucus”
rojec



https://www.congress.gov/bill/116th-congress/house-bill/1/text
https://www.congress.gov/bill/115th-congress/house-bill/7267/cosponsors
https://buck.house.gov/congressional-reformers-caucus

BUT IN POLITICAL SPEND ADVANCES THESE KEY REFORMS

Ranked choice ‘ P Number Of
voting . .
Primaryreform‘ 3 Or anlzatlons
. . . . .. o Total: 52
Nonpartisan Spending on Highlighted Reforms (Preliminary) Redistrcting ;
|
TOtaI: $122M rights/a}t:oct:;g S
i pis
Non-Traditional | Ranked Choice e [
Candidates ~ g Campaign finance | 23

_————— Primary Reform \

Non-traditional

. o 4 Candidat
Redistricting e |
R f 0 5 10 15 20
. etorm Number of Organizations
Campaign
Finance
Ranked choice voting 125
Number of
Primary reform (20 Em E |O] !ees
Voting Redistricting reform 189, Total: 1473
Rights/Access
Voting rights/access 319
Legislative Legislative machinery e
. structure
Machinery
Campaign finance 660
Non-traditional
candidates
0 200 400 600

Total Employees

Note: Analysis limited to nonpartisan reform organizations; Organizations can be double counted in multiple reform categories; Spending
data from most recent 990 filed (2015 or 2016)

Iﬁsoajgcetrship Now soyurce: Katherine Gehl and Michael Porter Political Market Landscape Research
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We Are Investing Our Time and Resources to Reinvent Democracy

The Leadership Now Project is a membership organization of business professionals concerned
about the future of our democracy. Traditional models of giving to causes, candidates, and parties
are insufficient for the challenges we face. A more strategic approach is required.

Leadership Now Project enables its members to strategically engage and invest in politics. We
focus on the threats to the fundamentals of democracy that prevent principled leaders and meaningful
policy from advancing. Issues including low voter turnout, gerrymandering, campaign finance rules, and

a lack of highly qualified candidates are problems that require immediate attention as well as a
long-term focus.

Members are diverse in their political views, professions, racial and ethnic backgrounds but are united
by the belief that galvanized America's founders, E Pluribus Unum - out of many, one.

Contact: Mairin Macaluso mairin@leadershipnowproject.org, Membership Director, leadershipnowproject.org
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mailto:ellen@leadershipnowproject.org
https://leadershipnowproject.org/

LEADERSHIP NOW PROJECT PRINCIPLES TRANSCEND PARTY

1. WE MUST PROTECT OUR DEMOCRACY WHILE RENEWING IT coRE PRINCIPLES OF DEMOCRACY

- FROM CHECKS AND BALANCES TO FREEDOM OF THE PRESS - MUST BE RELENTLESSLY DEFENDED. ENDING GERRYMANDERING,
ENSURING VOTER ACCESS, AND REFORMING CAMPAIGN FINANCE ARE ESSENTIAL TO RENEW DEMOCRACY.

2. OUR ECONOMY MUST WORK FOR ALL T1opbAY AND FOR FUTURE GENERATIONS. WE MUST PLANT SEEDS

FOR LONG-TERM NATIONAL COMPETITIVENESS, GROWTH, AND PROSPERITY. WE MUST BE STEWARDS FOR FUTURE GENERATIONS BY
BUILDING AN ECONOMY THAT DOES NOT DESTROY THE PLANET.

3. FACTS AND SCIENCE MATTER Wwe BELIEVE PUBLIC POLICY AND DECISION-MAKING SHOULD BE EVIDENCE-BASED.

WE MAY DEBATE THE QUALITY OF EVIDENCE, BUT SHOULD ALWAYS ACCEPT THE NEED FOR FACT-BASED RATIONALE.

4. DIVERSITY IS AN ASSET INCLUSIVE TEAMS CAN DRIVE GREATER INNOVATION, CREATIVITY, AND PERFORMANCE.

OUR DEMOCRATIC SYSTEM RECOGNIZES OUR DIFFERENCES AND SHOULD WORK TO BRING US TOGETHER.
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