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Why “Free” Fundraising Platforms Often Cost
Nonprofits More
Many nonprofits are drawn to fundraising platforms that advertise as “free” or low-cost. While these
platforms may have no upfront fees, they often include hidden costs that can reduce revenue,
increase donor friction, and limit long-term fundraising potential. Understanding these costs is critical
for organizations seeking sustainable fundraising strategies.

This article explains why seemingly free platforms may be more expensive in practice and how
nonprofits can evaluate the true cost of their fundraising tools.

Upfront Fees Are Not the Whole Story
While a platform may claim no service fees, nonprofits often face other hidden or indirect costs:

High suggested tips: Platforms may encourage donors to add voluntary tips to cover costs.
While optional, data shows that tips above the familiar 10–12% range dramatically reduce
completion rates, leading to 30–40% cart abandonment.

Processing fees: Payment processors still charge transaction fees, which may be absorbed by
the organization or suggested to donors.

Limited features: Free platforms often restrict advanced functionality, such as recurring raffles,
progressive jackpots, donor data collection, or compliance reporting, forcing workarounds that
cost time and money.
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In practice, these factors can make “free” platforms more costly than platforms with transparent,
moderate fees.

Reduced Donor Conversion and Retention
Platforms that minimize upfront cost may introduce indirect friction for donors:

Forced account creation to access the “free” system

Confusing checkout flows or multiple screens

Guilt-driven suggested tips beyond normal expectations

Even if the base fee is zero, poor UX reduces donor completion, repeat participation, and long-term
donor engagement. Fewer completed transactions mean less revenue and weaker first-party donor
data.

Limited Access to Donor Data
Many free platforms restrict access to donor information, keeping key data—name, address, email,
phone, and contribution history—behind the platform’s control. Without full access to first-party data:

Organizations cannot effectively re-engage donors

Email campaigns, event invites, and targeted appeals are limited

Long-term relationship building suffers

Losing access to donor information is a hidden cost that can surpass any upfront fee savings.

Opportunity Costs and Administrative Burden
Free platforms often impose limitations that require workarounds:

Manual tracking of participant data

Exporting and reconciling reports from multiple sources

Adapting campaigns to fit platform restrictions
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These extra steps consume staff time and resources. The administrative burden is an often-
overlooked cost of using platforms that appear free.

Hidden Financial Tradeoffs
Additional costs may include:

Higher payment processing fees due to non-optimized integration

Loss of potential revenue from abandoned transactions caused by friction or confusing fees

Less efficient marketing due to incomplete donor data

Reduced scalability for recurring or complex raffle types

Over time, these costs can significantly reduce the net funds raised.

Why Moderate, Transparent Fees Often Make Sense
Platforms that charge modest fees (e.g., around 10–12%) can provide better value in practice:

Fees are familiar to donors and cause minimal abandonment

Platforms often include features that improve fundraising efficiency

Full access to donor data enables effective marketing and retention

Compliance and reporting are included, reducing risk and administrative overhead

The net effect is that a small, transparent fee can result in higher revenue and lower friction than a
nominally free platform.

Evaluating True Fundraising Platform Costs
When assessing fundraising tools, nonprofits should consider:

Direct fees vs indirect costs (UX, data access, manual labor)

Impact on donor completion and retention

Ability to collect and leverage first-party donor data
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Compliance, reporting, and operational efficiency

Flexibility to scale with recurring or complex fundraising campaigns

By evaluating total cost rather than advertised upfront fees, organizations can make informed choices
that maximize net revenue.

Summary
“Free” fundraising platforms often carry hidden costs that reduce net revenue

High suggested tips, poor UX, and forced account creation increase donor friction

Limited access to donor data undermines long-term engagement and marketing

Administrative burden and workarounds create additional opportunity costs

Platforms with modest, transparent fees frequently deliver higher net funds, stronger donor
retention, and better scalability

Understanding the true cost of fundraising platforms helps nonprofits make decisions that maximize
revenue, minimize friction, and support sustainable growth.
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