Blackbaud.

Internet Solutions

AFP

Association of
Fundraising Professionals
South Carolina Lowcountry Chapter

The Changing Nature of Online Fundraising

Steve MacLaughlin, Director — Internet Solutions

Read my blog:
www.blackbaud.com/connections

Make the world a better place.

Blac

Internet Solutions

"The old systems get broken long
before new ones become stable."

— Clay Shirky
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Major Trends Impacting Nonprofits

The Fundraising Channels are Changing
The Donors are Changing

The Giving Experience is Changing
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Trend #1

The Fundraising Channels are Changing
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"There are three kinds of lies:
lies, damn lies, and statistics."

— Benjamin Disraeli

"42.7% of all statistics are
made up on the spot.”

— Steven Wright
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Who's Using the Internet?

Chart: Percentage of Americans online by age (Teens, 12-17. Nov. 2007-Feb. 2008, margin of error =
+3%. Adults. December 2008. margins of error differ by subgroup. See methodology).
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2008 Total Fundraising (US)

—

$307.65 Billion Offline

$15.42 Billion Online

Source: Giving USA / Blackbaud
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US Fundraising Trends
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US Online Fundraising Trends
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Action taken by supporters after visiting a Website
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2008 donorCentrics Internet Giving Collaborative Ben  chmarking Analysis

24 Large direct marketing organizations.
« Amnesty International
+ CARE
Defenders of Wildlife
Doctors Without Borders
Earthjustice
Environmental Defense Fund
Mercy Corps
National Multiple Sclerosis Society
Save the Children
Sierra Club
Special Olympics
Self-selected group of participants with interest in online giving.
Aggregate of 9.5 million donors, $750 million in revenue for most recent 12 mos.

Direct marketing giving which is consists primarily of direct mail, with
online, telemarketing, and other direct marketing sources included.
With few exceptions, no large scale event giving.

Gifts above $5,000 are excluded.
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Fig. 4: 2008 Median Donors by Age
asPercentage of Total File
Group 1 Organizations

= Donors Who Gave At Least One Online Gift in 2008
Donors Who Gave Via Other Channels in 2008

P I

18-24  25-34 3544 4554 5564 6574 75+

Note: percentages for non-online and oniine donors will not necessariy add
up to 100%, as each is a median of the percentages of the 12 participating
organizations.

Online donors are much younger than
traditional, primarily direct mail donors.

Source: 2008 donorCentrics™ Internet Giving Collaborative Benchmarking Analysis
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Fig. 5: 2008 Median Donors by Income
as Percentage of Total File
Group 1 Organizations
= Donors Who Gave At Least One Online Gift in 2008
Donors Who Gave Via Other Channels in 2008
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Note: percentages for non-online and online donors will not necessarily add
Up 0 100%, as each is a median of the percentages of the 12 participating
organizations

Online donors have higher incomes than
traditional, primarily direct mail donors.

Source: 2008 donorCentrics™ Internet Giving Collaborative Benchmarking Analysis
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Fig. 7: Trends in the Percent Fig. 8: Trendsin the Percent
of New Donors of New Revenue
That Are Online Donors Coming in Online
Group 1 Organizations Group 1 Organizations
27%
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22% 20%
10% 14%
7%
% 6%
2004 2005 2006 2007 2008 2004 2005 2006 2007 2008

Over the past several years, the internet has become an
increasingly significant source of new donor acquisition.

Source: 2008 donorCentrics™ Internet Giving Collaborative Benchmarking Analysis
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Fig. 17: Channel Migration of Donors Acquired in 20 07
Who Renewed in 2008
Group 10rganizations
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91%

64% B % Giving Oniine
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4% 0% %
2007 Giving 2008 Giving 2007 Giving 2008 Giving
Acquired Online in 2007 Acquired via Mail in 2007

Since donors may give both online and via mail i a single year, or may give to neither of
these two sources in a single year, percentages may add to more or less than 10096,

Large numbers of online donors migrate away from online or
email giving and to other sources, primarily direct mail. Direct
mail donors rarely switch channels to become online donors.

Source: 2008 donorCentrics™ Internet Giving Collaborative Benchmarking Analysis
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Fig. 6: 2008 Median Donors by Giving Loyalty
as Percentage of Total File
Group 1 Organizations

52%

= Donors Who Gave At Least One Online Gift in 2008
Donors Who Gave Via Other Channels in 2008

21%
14% 14% 139 16%

New Reactivated 2 Consecutive 3-4 Consecutive 5+ Consecutive
Years Year Years

Reactivated donors gave sometime prior to 2007, did not give in 2007, and gave in 2008.
Consecutive Years refers 1o the number of years in a row that the donor has given
through 2008.

Percentages for non-online and online donors wllnot necessarily add up to 100%, as.
each is a median of the of the 12 particip

Online is a good acquisition source but
has poor long-term donor retention

Source: 2008 donorCentrics™ Internet Giving Collaborative Benchmarking Analysis
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Fundraising Pyramid 1.0
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Fundraising Pyramid 2.0
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What to do about it?

Start setting meaningful online fundraising goals

Continue mixing direct mail and online communication

Stop working in fundraising silos...now
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Trend #2

The Donors are Changing
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The Donors are Changing

We are getting older

We are living longer

We are getting wealthier

We are getting more complex

We are getting more wired

We are creatures of choice
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We are getting more complex

Rate of Divorce to Marriage 1950-2004. USA.
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Different Generations. Different Behaviors.

Views on whether children Sentor received text
will be better off in the future message in past 24 hours

[ Better Off [ Worse Off 51%
- 15% [
W = o

26%
4 40% | | 379 I
10% 4%
! g N

18-29 30+ 18-25 26-40 41-60 61+

Source: February, 2006 Pew survey Source: 2006 Pew Gen Next Survey
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Total Income by Generation (Trillions)

[ $3.44
Baby Boomers | : $3.29

I ©2.96
3367

Generation X $3.91 82007
N ——. 1,20 =2012

2015

s $1.89

GeneratonY = 1$2.37
$3.48

$0.00 $1.00 $2.00 $3.00 $4.00 $5.00

Source: Javelin Strategy & Research, November 2007
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The Generation Gaps
Born Age
Baby Boomers 1945 — 1960 49 — 64
Generation X 1960 — 1980 29-49
Generation Y 1980 — 1995 14-29
Indrsvwst Botelerw
Baby Boomers (1945 — 1960) (78 million)
Downsizing their Lives . ,)—F;;P
Tie O
- gliopa
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Defer to Experts
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Generation X (1960 — 1980) (51 million)

TV QUESTION BEN-X FARETS DIDNT
it THEY I TG DEAL VT

Split Generation

On a Personal Journey

Mobile and Nomadic

Defer to Heroes
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Generation Y (1980 — 1995) (75 million)

Live in Two Worlds

Multi-channeling is the norm : N%I _E g _
=% - -

Have High Expectations tra Kk | haas ey ks

Defer to Networks
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Generational Differences in Online Activities

Online  GenY GenX Younger  Older silent Gl All
Teens® Boomers  Boomers  Generation  Generation  Oniine
241 (18:32) 44) ) (5543) (©72) 3 Adults'

Go online 93% 87% 82% | 79% | 70% 56% [ 31% 74%
And for some activities, the youngest and oldest cohorts may differ, but there is less variation overall:

Use email 73 % 93 %0 %0 o1 79

Use search

engines % 9 % 89 85 70 89
Research products - 8 8 82 79 73 ) 81
Get news 63 74 76 70 69 56 37 70
WiaRe aver

roasrvations 65 70 69 6 69 65 68
Research for job N 51 59 57 48 33 E) 51
Rate a person or

product 14 36 29 30 2 16 32
Download videos 3T EE) 3 21 16 13 13 27
Participate in an B

online austion 2 31 27 2 16 s 26
Download 19 25 21 19 12 10 10 19
podcasts

Source: Pew Internet & American Life Project, Generations Online 2009
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The Generation Gap

What to do about it?

Page #33

Start segmenting your constituents by Generation
Continue to monitor and report across Generations

Stop ignoring Generation Y and don’t be a stranger

©2009 Blackbaud
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Trend #3

The Giving Experience is Changing
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In general, nonprofits have two
cornerstone development strategies:
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Online efforts support those cornerstone strategies in these ways:

Awareness Participation
Email Community
Friends Asking Friends Recurring 81 Renewing
Advocacy Social Media & Networking
First Gift or ‘Membersh\p Stew;rdship
Pager3s ©2009 Blackbaud

12



Blackbaud.

Internet Solutions

Online Fundraising 1.0

Step 1: Collect email addresses

Step 2: Create or borrow an online donation form

Step 3:  Send emails to people pointing them to donation form
Step 4: Collect donations

Step 5: Repeat as necessary
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Online Fundraising 2.0

It is multichannel
It is distributed
Itis not about you

Itis still about the relationship
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What about Web 2.0?

What about Social Networking?

16



Social Media Funnel

{ Social

b 5
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+ Networks

Online Action i Offline Action

"It seems that once someone has agreed to
any action, no matter how small, he tends
to feel more involved than he did before."

— Freedman & Fraser
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The Momentum
of Permission
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The Experience Gap

What to do about it?

Start experimenting and begin listening to the networks

Continue to expand both acquisition and retention efforts

Stop waiting for things to be perfect before you change
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Stuff Worth Reading

More Food for Thought
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People to People Fundraising CauseWired Here Comes Everybody
Various Authors Tom Watson Clay Shirky
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Want to learn more? Be sure to check out....

My Blog
www.blackbaud.com/connections

Blackbaud Internet Resources
www.blackbaud.com/internetresources

TechSoup
www.techsoup.org

NTEN
www.nten.org
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Questions? Answers?

steve.maclaughlin@blackbaud.com

www.blackbaud.com/connections
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