The Need for Innovation in
the Nonprofit Sector Has Never
Been Greater

What Got Us Here Won’t Get Us There: The Nonprofit

Sector at a Crossroads

As we stand on the precipice of a new era shaped by unprecedented
technological advancements and global challenges, the imperative for
innovation in the nonprofit world has never been more critical, nor
more laden with potential for transformative impact.

Nonprofits and artificial intelligence (Al) are a match made in
heaven. There’s no industry that works harder, with constrained
resources, delivering tremendous impact, than the nonprofit sector.
The return on investment (ROI) of Al has been proven time and
again through numerous studies, often involving A/B tests with
diverse groups. Whether it’s college students or white-collar profes-
sionals, those who incorporate Al into their work consistently
perform better, faster, and with higher satisfaction, not only helping
to combat burnout—a challenge endemic in the nonprofit sector—
but also enhancing overall efficiency, improving decision-making,
and enabling a deeper focus on creative, mission-critical tasks (Micro-
soft, 2024). By taking on repetitive and administrative duties, Al frees
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up nonprofit professionals to concentrate on strategic initiatives,
innovation, and cultivating meaningful donor relationships, ultimately
amplifying their ability to create impact.

The nonprofit sector, a cornerstone of civil society, finds itself at
a pivotal crossroads. On one hand, the need for its services has never
been greater, with global crises multiplying, inequalities increasing,
and societal factions deepening. On the other, the sector faces a
combination of factors that threaten its traditional modes of opera-
tion and funding. This chapter explores the multifaceted landscape
in which nonprofits now operate, the modern challenges they face,
and the urgent need for innovation—particularly through the lens
of artificial intelligence—to not just survive, but thrive in this
new reality.

The Nonprofit Sector: A Pillar of Global Economy and
Social Well-being

Before exploring the myriad challenges and opportunities that lie
ahead, it’s crucial to understand the vital role the nonprofit sector
plays in our global society and economy. Far from being peripheral,
nonprofits and NGOs collectively manage trillions of dollars in eco-
nomic activity and employ tens of millions of dedicated professionals
worldwide.

“Nonprofits are the hands that catch people when they fall through
the gaps.”

—Randima Fernando, Center for Humane Technology

(Fundraising.Al, 2025, 21:45)

These mission-first organizations fill critical gaps that neither gov-
ernments nor corporations can address alone. From providing essential
human services to protecting the environment, from educating future
generations to fostering community resilience, nonprofits often act as
the thread of decency, compassion, and hope that binds the fabric of
society together.

Consider, for instance, the role of nonprofits in disaster relief. When
Hurricane Katrina devastated New Orleans in 2005, nonprofits like the
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Red Cross and Habitat for Humanity were on the front lines, providing
immediate aid and long-term rebuilding assistance. Similarly, during the
COVID-19 pandemic, food banks across the nation scaled up operations
dramatically to meet surging need, with Feeding America reporting a 60%
increase in food bank users (Feeding America, 2022). Innovative non-
profit organizations like The Farmlink Project swiftly emerged to close the
gap between the farmers with surplus food who lacked transportation and
food banks with mile-long lines of hungry families.

The economic impact of the sector is equally significant. In the
United States alone, nonprofits contribute approximately $1 trillion
to the economy annually, comprising 5.6% of GDP (International
Monetary Fund, 2023). Globally, the nonprofit sector is the third-
largest employer, behind only retail and manufacturing. These statis-
tics underscore the immense responsibility and potential impact that
rests on the shoulders of nonprofit organizations.

The Confluence of Circumstances: A Perfect Storm
for Nonprofit Innovation

Despite their crucial role, nonprofits find themselves navigating
increasingly turbulent waters. An alignment of conditions has created
a perfect storm that demands rapid and thoughtful innovation. Let’s
examine these factors in detail.

Global Pandemic: A Catalyst for Change

In many ways, the COVID-19 pandemic acted as an unprecedented
catalyst for change across all sectors, but its impact on nonprofits has
been particularly profound.

The pandemic’s sudden onset exposed both the vulnerabilities and
the potential of nonprofits in the information age. Organizations on
the path to digital transformation found themselves better equipped to
handle the crisis, ready to mobilize human and capital resources to
areas of the greatest need, while those relying on traditional methods
struggled to adapt.

While many nonprofits traditionally relied on in-person gatherings
to raise funds for their causes, the pandemic forced a dramatic shift
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in strategy. Organizations across the sector quickly pivoted to virtual
events and digital fundraising, embracing technology to maintain
engagement and sustain their missions. Despite the challenges posed by
restrictions on group gatherings, this swift adoption of digital formats
enabled many nonprofits to continue generating significant support
and making a meaningful impact during an unprecedented time.

However, the pandemic also exacerbated existing inequalities within
the sector. Many smaller, community-based organizations lacked the
resources to make rapid digital transitions, highlighting the need for
sector-wide support and innovation to ensure that all nonprofits can
thrive in the digital age.

Financial Uncertainty: A Convergence of Macro
Economic Factors

The economic fallout from the pandemic, coupled with ongoing
geopolitical tensions, created a climate of financial uncertainty for
nonprofits. According to the 2021 Nonprofit Finance Fund State of
the Nonprofit Sector Survey, 88% of nonprofits reported that finan-
cial uncertainty was a significant challenge (Nonprofit Finance
Fund, 2021).

This instability is compounded by changing patterns in philan-
thropy. The continued rise of donor-advised funds, impact invest-
ing, and newer forms of giving, like cryptocurrency donations, are
reshaping traditional funding models. Highlighting the gravity of
this significant shift, The Giving Block, a crypto donation platform,
reported a 1,558% increase in crypto donations from 2020 to 2021
(The Giving Block, 2022).

While these new funding streams offer exciting opportunities, they
also require nonprofits to adapt quickly and develop new skills. Organi-
zations must now be fluent not just in traditional fundraising methods,
but also in emerging data-fueled technologies and strategies.

Moreover, the economic uncertainty over the past decade has led
to increased scrutiny of nonprofit financials. Donors, both individual
and institutional, are demanding greater transparency and efficiency
in how their contributions are used. This pressure, while challenging,
also presents an opportunity for nonprofits to innovate in their finan-
cial reporting and impact measurement practices.
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Technological Advancements: The Double-Edged Sword

The rapid pace of technological advancement offers immense poten-
tial for nonprofits to increase their impact. Artificial intelligence,
big data analytics, blockchain, and other emerging technologies
promise to revolutionize how nonprofits operate, from fundraising
to program delivery.

Consider the success of charity: water in leveraging technology.
Their use of remote sensors to monitor water projects in real time
improves their operational efficiency and provides donors with
unprecedented transparency. This level of real-time impact reporting
is setting new standards in the sector.

However, as Gabe Cooper and Mckenna Bailey (The Nonprofi-
teers, 2020) argue in Responsive Fundraising, these advancements also
raise the bar for donor expectations, creating a digital divide between
technologically savvy organizations and those still relying on transac-
tional engagement efforts. The risk is that this divide could lead to a
concentration of resources in a smaller number of tech-enabled non-
profits, potentially reducing the diversity of the sector, thus decreasing
the intrinsic democratic nature of the nonprofit sector overall.

The ethical implications of these new technologies cannot be
ignored. While Al promises tremendous opportunities to amplify
nonprofit mission, it also brings concerns about data privacy, algorith-
mic bias, and the potential for dehumanizing relationships between
nonprofits and their constituents. Nonprofits must grapple with these
ethical considerations as they adopt new technologies.

Changing Donor Expectations: The Demand for Personalization
and Impact

Today’s donors, particularly millennials and Gen Z, expect a level of
personalization and impact transparency that was unheard of a decade
ago. Mallory Erickson (2022), in her work on nonprofit leadership,
emphasizes the shift toward donor-centric fundraising, where support-
ers expect to be treated as partners rather than mere checkbooks.
This shift is evident in the rise of peer-to-peer fundraising plat-
forms and the success of giving days like GivingTuesday, which helped
nonprofit organizations generate $2.7 billion in the United States
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alone in 2021 (GivingTuesday, 2021). These trends underscore the
need for nonprofits to innovate in how they engage with supporters,
moving beyond transactional relationships to create meaningful,
personalized connections.

Nonprofits must not only do good work, but also demonstrate
their impact in concrete, data-driven ways. The demand for impact
transparency is equally pressing. Donors increasingly demand to see
measurable results from their contributions.

Increasing Competition for Connection: Breaking

Through the Noise

In an era of information overload, nonprofits face intense competition
for attention, not just from other causes, but from the entirety of the
digital landscape. This challenge is particularly acute on social media
platforms, where algorithm changes can dramatically impact a non-
profit’s reach. Organizations like the American Civil Liberties Union
(ACLU) have responded by adopting a multi-channel, content-rich
approach, using everything from Instagram stories to podcasts to
engage different segments of their audience (American Civil Liberties
Union, n.d.).

The competition for attention also extends to the fundraising
realm. With so many worthy causes vying for support, nonprofits
must find innovative ways to tell their stories, secure volunteers, and
demonstrate their unique value proposition to those who could ben-
efit from their services. This requires not just compelling narratives,
but also sophisticated use of data and technology to reach the right
audiences with the right messages at the right time.

If the ROI of Al weren’t impressive enough, consider these numbers.
A recent study showed 74% of nonprofit employees are looking for or
considering a new job within the year, with 65% unsure if they would
continue to work in this sector (The Nonprofiteers, 2024). The primary
reason: too much responsibility and not enough support. Nonprofit
employees are continually on the brink of burnout. However, this trend
can be reversed by leveraging Al to do more creative work quicker and
feel better about it, keeping nonprofit employees satisfied and continuing
to do good.
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The Generosity Crisis: A Sobering Reality

Exacerbating the challenges outlined in the preceding section is a sober-
ing trend: in many developed nations, the number of people donating or
volunteering with nonprofits has seen systemic declines. This “generosity
crisis” is making the delivery of mission-critical initiatives increasingly
challenging.

In The Generosity Crisis, authors Chappell, Crimmins, and Ashley
(2022) explored how the percentage of U.S. households giving to
nonprofits fell from 66% in 2000 to less than 50% by 2018, making
givers a minority in the United States for the first time in American
history. This phenomenon, often manifested as “dollars up, donors
down,” highlights a paradox where total donations are sustained, but
the donor base is shrinking. This concentration of giving, volunteer-
ing, and advocating among a smaller number of individuals creates a
fragile system that is vulnerable to economic volatility.

The volunteerism crisis is equally concerning. According to
AmeriCorps (2023), formal volunteerism in the United States
dropped from 30% in 2019 to just 23% in 2021, marking the steepest
decline in decades. This shortage is further straining nonprofits, espe-
cially small, community-based organizations that depend heavily on
volunteer labor.

Several factors contribute to this generosity crisis:

Changing societal norms and decreased community engagement

and civic engagement

m Economic pressures, including rising costs of living and
stagnant wages

» Shifting generational attitudes toward philanthropy

s Information overload by the increased number of nonprofit
organizations leveraging multiple channels, subsequently lead-
ing to compassion fatigue

m Decreased trust in institutions, including nonprofits

= Changes in tax incentives and government involvement

» Declines in religious participation, which traditionally serves as

a place where new generations learn the roles, responsibilities,

and virtues of giving back
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» The dramatically increased role that algorithms play in captur-
ing and steering attention toward their specific purpose

s Competition with for-profit entities, with robust research and
development budgets to leverage big data and Al

This is not a comprehensive list; the generosity crisis is exacer-
bated by myriad factors. This crisis underscores the urgent need for
nonprofits to innovate in how they engage supporters, build trust, and
demonstrate impact. Traditional methods of fundraising and volunteer
recruitment are no longer sufficient in this changing landscape.

The Imperative for Innovation

As management guru Peter Drucker (1985) wisely noted, “The great-
est danger in times of turbulence is not the turbulence itself, but to act
with yesterday’s logic.”

In light of these challenges, it’s clear that doing things the same
way will not enable the nonprofit community to support the humani-
tarian demands of this or future generations. Yet, with the confluence
of headwinds facing the modern nonprofit ecosystem, there is great
reason to maintain a hopeful and even optimistic stance about the
sector’s ability to solve many of humanity’s greatest challenges with
greater speed, precision, and efficiency than ever imagined.

For nonprofits, clinging to outdated methods and mindsets is no
longer an option. The sector must embrace innovation not as a one-
time effort, but as an ongoing process of adaptation and creativity.

The Al Revolution: A Pivotal Shift

While the advent of Al is anything but new, the recent explosion of
accessible and affordable Al heralds a pivotal shift, opportunity, and
responsibility to rethink every facet of nonprofit work. The signifi-
cance of this moment cannot be oversold. In fact, it’s our firm belief
that the future of the nonprofit sector will depend largely on how
swiftly and responsibly organizations accept or reject this technologi-
cal milestone.

The Al landscape offers nonprofits a powerful toolkit to tackle
complex challenges and maximize their mission impact. By strategically



The Need for Innovation in the Nonprofit Sector 9

integrating Al, nonprofits can revolutionize their operations and
amplify their capabilities. Below, we explore some key opportunities
that Al provides to nonprofits today:

n Create Tremendous Efficiency: Al-driven tools allow nonprofits
to streamline their operations significantly by automating repet-
itive tasks, managing schedules, and optimizing workflows. For
instance, Al-powered CRM systems can automate donor follow-
ups, handle event scheduling, and even assist in basic financial
management. By doing this, nonprofits can save substantial
amounts of time and financial resources, enabling them to allo-
cate these savings toward activities that directly serve their
mission. With Al, a nonprofit’s human capital becomes more
focused on strategic, creative, and mission-critical tasks, which
increases overall productivity and impact.

m Personalize Stakeholder Engagement at Scale: Stakeholder
engagement becomes much more effective when personalized,
and Al can do this at a scale unimaginable for traditional teams.
Al models can analyze data to understand donor preferences,
predict the right time for outreach, and tailor messages that reso-
nate individually with each stakeholder. For example, generative
Al can help craft highly personalized emails, and machine learn-
ing algorithms can predict a stakeholder’s giving patterns based
on their past behavior. This leads to more meaningful interac-
tions that cultivate deeper relationships and ultimately foster
greater loyalty.

» Analyze and Optimize Resource Allocation and Program
Delivery: Al’s ability to analyze data and predict outcomes pro-
vides nonprofits with insights that help in optimizing resource
allocation. Predictive models can help determine which pro-
grams are likely to succeed in certain communities, how resources
can be distributed more efficiently, and where potential gaps
may lie. This level of analysis ensures that the nonprofit’s efforts
are focused where they will yield the most impact, allowing for a
more strategic approach to program delivery and ensuring
resources are put to the best possible use.

» Predict Trends and Needs in the Communities They Serve: Al
can help identify and predict emerging trends and pressing needs
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within communities, allowing nonprofits to be more proactive in
their approaches. Machine learning algorithms analyze vast sets
of data from both internal and external sources to identify shifts in
the social, economic, and environmental landscape. For example,
analyzing social media posts or government data can highlight
areas of increased hardship, helping nonprofits respond to devel-
oping crises before they become overwhelming. This means that
nonprofits can anticipate community needs rather than just react
to them, ultimately providing more timely and effective support.

» Automate Routine Tasks, Freeing Up Staff for More Strate-
gic Work: By automating routine tasks such as scheduling, data
entry, or even initial responses to donor inquiries, Al frees up
nonprofit staff to focus on higher-value activities such as strate-
gic planning, building relationships, and advocacy. Virtual
assistants powered by Al can handle much of the administra-
tive burden, such as sorting emails or booking meetings, thus
allowing human talent to be used in areas where creative
problem-solving, empathy, and interpersonal skills are crucial.

» Enhance Impact Measurement and Reporting: Al tools can
collect and analyze data much faster and more accurately than
traditional methods. This allows nonprofits to measure the
impact of their initiatives in real time. For example, Al-driven
dashboards can visualize metrics on project outcomes, donor
engagement, and community impact, giving a clear and acces-
sible overview to both the organization and its stakeholders.
With Al reporting becomes less burdensome and more insight-
ful, providing the kind of granular detail that helps to refine and
improve programming, secure funding, and communicate value
to stakeholders.

» Improve Decision-Making through Data-Driven Insights:
One of Al's most powerful benefits is its capacity for predictive
analytics. For nonprofits, this means that data-driven insights
can guide strategic decision-making, from determining the focus
of future initiatives to deciding which donor segments to target
for specific campaigns. Al can spot patterns that are often too
subtle for human analysts, providing actionable insights that
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lead to smarter decisions. Whether it’s predicting future donor
behavior, identifying the most impactful program activities, or
understanding what messages resonate with the community, Al
enables nonprofits to be more informed, strategic, and effective
in their decision-making.

However, the adoption of Al also comes with significant respon-
sibilities. Nonprofits must ensure that their deployment and use of Al
is ethical, transparent, and aligned with their mission. They must
guard against algorithmic bias and protect the privacy of their con-
stituents. Most importantly, they must use Al to enhance, not replace,
the human connections that are at the heart of their work.

The digital divide within the nonprofit sector is at risk of becom-
ing a chasm. The speed and degree to which organizations adopt and
effectively use Al will increasingly distinguish those that thrive from
those that struggle. This could lead to a more streamlined but less
diverse philanthropic landscape, with far-reaching implications for
the communities served by nonprofits.

A More Charitable Future: The Promise of Al
for Nonprofits

The accelerated adoption of Al in the nonprofit sector is not merely
an option; it is an imperative. As we look toward the future influ-
enced by algorithms, it is clear that those who embrace these techno-
logical advancements will lead the way in creating more effective,
efficient, and impactful organizations.

Al transformation is a journey, not a destination. As you embark
on this journey, remember that innovation is not just about adopting
new technologies; it is about embracing a mindset of continuous
improvement, collaboration, and courage. The future of the nonprofit
sector is being written today, and with Al as your ally, there are no
limits to what we can achieve together in support of a more equitable
world for this and future generations.

As we conclude this chapter, it’s clear that the nonprofit sector
stands at a critical juncture. The challenges are significant, but so too
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are the opportunities. By embracing innovation, particularly through
the responsible and strategic use of Al, nonprofits can not only weather
the current storm but emerge stronger, more efficient, and better
equipped to fulfill their missions.

In the chapters that follow, we will explore in depth how artificial
intelligence can be leveraged across various aspects of nonprofit opera-
tions, from fundraising and donor engagement to program delivery and
impact measurement. We'll examine case studies of organizations that
are leading the way in Al adoption, discuss the ethical considerations
that must guide this process, and provide practical strategies for imple-
menting Al in your own organization.

The future of the nonprofit sector will be shaped by those who are
willing to innovate, adapt, and harness the power of new technologies.
As we embark on this exploration of Al in the nonprofit world, remem-
ber that the ultimate goal is not technological advancement for its
own sake, but the amplification of your organization’s ability to create
positive change in the world.

The need for innovation in the nonprofit sector has never been
greater. The time to act is now. Let’s begin this journey together,
toward a future where technology and human compassion work hand
in hand to build a better world for all.



