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ABSTRACT

Background: This systematic review examines how nonprofit organizations contribute to local economic growth
in underserved Tanzanian communities through capacity-building interventions. Nonprofit organizations play an
increasingly influential role in supporting local development in Tanzania, particularly in underserved areas where
state and private-sector presence remains limited. Their capacity-building initiatives aim to improve skills,
strengthen institutions, and expand livelihoods, yet available evidence on their economic contributions has
remained dispersed. This study synthesizes empirical research conducted between 2010 and 2022 to examine how
nonprofit-led capacity-building interventions contribute to local economic growth in Tanzanian communities.
Methods: Guided by PRISMA procedures, the review identified 240 records from major databases and manual
searches. After removing duplicates and applying strict screening and eligibility criteria, 75 empirical studies were
included in the final synthesis. Due to methodological variation across studies, a qualitative narrative approach
was used.

Results: Findings show that nonprofits enhance local economies by improving human skills, strengthening
community institutions, expanding microenterprise opportunities, raising agricultural productivity, and promoting
women’s and youth participation in income-generating activities. Their initiatives also build community resilience
through social networks and collective resource mobilization. Evidence shows that nonprofit organizations boost
local economic growth by enhancing human capital, strengthening local institutions, supporting microenterprise
development, improving agricultural productivity, and expanding opportunities for women and youth. Their
interventions also promote community resilience by fostering cooperation, social networks, and resource
mobilization. Limitations include possible publication bias, exclusion of grey literature, language restrictions, and
conceptual variations across studies.

Conclusion: Overall, the evidence highlights nonprofits as active engines of grassroots economic development
and underscores the value of sustained investment in capacity-building initiatives. The conclusions demonstrate
that nonprofits act as meaningful engines of local economic development in underserved Tanzanian communities.
Capacity-building initiatives remain essential to broad-based and sustainable economic transformation.

Keywords:
Nonprofit organizations, capacity-building, local economic growth, Tanzania, underserved communities,
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1. INTRODUCTION
Capacity building will be central to achieving objectives of local non-profit organizations (NPO). NPOs play a
unique and important role in community development and poverty reduction (Banks and Hulme, 2012; Islam,
2017a; Langmann ef al. 2021) because of their embeddedness within local communities (Gibb and Adhikary,
2010). Their locations ‘close to the problem or issue’ at hand (Cawsey, 2016) make them sensitive to the needs,
resources, and challenges of disadvantaged communities (Gibb and Adhikary, 2010; Aldashev and Navarra,
2018). Local NPO, therefore, are uniquely placed for community capacity building (CCB) (Banks and Hulme,
2012), which involves ‘working with local deprived communities to promote fuller engagement with social,
economic, and political life’ (Craig, 2017). Capacity building is a relatively new concept which only became fully
recognized in the mid-1990s as a development concept. The recognition of the significance of capacity building
has consequently made it one of the most debated concepts in development today. Different definitions:
approaches, and methods of capacity building have been suggested (Krishnaveni & Sujatha, 2013; Minzner,
Klerman & Markovitz, 2013; Murey & Jahonga, 2012). However, there is still no universally accepted definition
of what capacity building is, what it consists, and how it is to be achieved (Kapucu, et al., 2011; Otoo, et al.,
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2019). The only agreement that has been established is that capacity building is a complex, multi-dimensional,
and long-term process (Kapucu, et al., 2011; Merino & Carmendaod, 2012). Non-governmental organizations
(NPOs) in Tanzania play a vital role in driving positive social and economic change across national, district, and
village levels. As noted by Despard and colleagues (2018), NPOs have emerged as a powerful civil-society force
for poverty reduction and development throughout Sub-Saharan Africa. In Tanzania, the legal recognition granted
by the NGOs Act of 2002 acknowledges the critical contribution of local NPOs to national development and
encourages stronger civil society engagement in shaping public policy (URT, 2002). The 2020 national NPO
report reaffirmed this, highlighting how local NPOs continue to complement government efforts in improving
economic welfare and social services in both rural and urban areas (URT, 2020).

Local NPOs are particularly well placed to support livelihoods in rural zones where formal state services often do
not reach the majority of residents (URT, 2020). To live up to this potential, however, NPOs need a supportive
policy environment as well as sufficient financial and human resources. In practice, many local NPOs especially
those working in remote or resource-poor settings struggle to secure stable funding and recruit qualified staff (Sun
et al., 2018). These constraints threaten their long-term viability and limit their ability to carry out mission-driven
work effectively (Despard et al., 2018). In Tanzania, like in most countries in SSA, most local NPOs depend much
on external financial resources (Despard et al., 2018). However, there is a growing competition for such resources
due to several challenges, including the current COVID-19 global pandemic. In most cases, for an organization
to secure resources strategically and sustainably depends on its internal capacity to compete with other
organizations (Jedele, 2020) and on how best it is positioned to explore different funding options. Thus, the need
to understand the essence and practicability of resource development as a function and strategy is paramount now
more than ever for local NPOs in Tanzania. Comprehensive formulation and application of resource development
strategies provide a solid foundation for the local NGOs in Tanzania to provide the envisaged social services
sustainably, hence achieving the organization’s mission objectives and maintaining its trust to the public. It is
equally vital for the local NGOs to fulfill their mission for credibility purposes Despite the lack of agreement, a
number of factors have contributed to the recognition of capacity building as a development concept. In Tanzania
Nonprofit organizations (NPOs) have evolved into major contributors to socioeconomic transformation in
developing nations. Persistent challenges such as poverty, unemployment, weak market structures, and limited
government capacity have created space for NPOs to lead grassroots development initiatives (Mushi, 2017). Over
the last decade, NPOs have increasingly implemented capacity-building programs in underserved communities,
ranging from entrepreneurship training to agricultural extension, microfinance support, and skills development.
Such interventions align with the argument that human capital improvement is a critical driver of local economic
performance (Romer, 2014). One of the major factors that contributed to the full recognition of capacity building
as a development concept is the failure of externally driven development efforts (Krisnaveni & Sugatha, 2013;
Murey & Jahongu, 2011; Pultar & Rabitsch, 2011). It was realized by development actors that in a country,
sustainable development cannot be achieved without building capacity at various levels (PEPFAR, 2011; Pultar
& Rabitsch, 2011). Consequently, billions of dollars have been invested annually in capacity building efforts. The
exact amount spent on capacity building is however not precisely known. The figures suggested range between
$15 and $30 billion annually with some authors indicating much more (Gordon & Chadwick, 2017; Krause,
Bryant, & Bhatia, 2014; WBI, 2012). Between 2010 and 2022, Tanzania experienced significant growth in
nonprofit activity, especially in rural districts such as Mtwara, Kigoma, and Morogoro. International partners
including CARE International, Oxfam, and local CSOs focused on enhancing community skills, strengthening
local institutions, and supporting income-generating activities (URT, 2021). Yet empirical evidence on the
effectiveness of these interventions remains limited.

2. STATEMENT OF THE PROBLEM
Community Development Policy aims to mobilize and empower the Tanzania community to exercise its powers
in decision making in order to promote development, commensurate with the progress of decentralization. The
policy is formulated in response to the challenges the community still confronts: extreme poverty, illiteracy, a
culture of deference to authority and the widespread use of traditional farming methods which constrain significant
sustainable development. The challenge that confronts governance and development thinkers and practitioners in
Africa today is how to achieve sustainable development. One of the greatest presuppositions of development
thinking and goal-setting is that good and competent governance exists in the given geographical areas of
jurisdiction; however, in many places in Africa that is not the case. Although NPOs are expected to stimulate local
economic growth, existing scholarship provides inconsistent findings. Some studies argue that NPO capacity-
building enhances livelihoods and enterprise development (Kweka & Luengo, 2019), while others insist that
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impact is often short-term due to funding volatility and low community ownership (Manyama, 2020). In Tanzania,
systematic evaluation of NPO contributions to local economies is scarce, especially regarding long-term economic
outcomes. This study fills that gap.

3. RESEARCH QUESTIONS
e What forms of capacity-building interventions do NPOs implement in underserved Tanzanian
communities?
e How do these interventions influence household income, employment, and productivity?
e  What challenges do NPOs encounter while implementing capacity-building programs?
e How can NPO contributions to local economic growth be strengthened?

4. RESEARCH OBJECTIVES

General Objectives:
To assess how nonprofit organizations have contributed to local economic growth through capacity-building
interventions in underserved communities in Tanzania from 2010 to 2022.
Specific Objectives:

1. To examine the types of capacity-building interventions implemented by NPOs.

2. To analyze the economic outcomes of these interventions on households and communities.

3. To explore challenges affecting NPO-led economic capacity building.

4. To propose strategies for enhancing NPO contributions to local economic growth.

5. CONCEPTUAL REVIEW

Nonprofit Organizations

Nonprofit organizations (NPOs) function as mission-driven entities created to address social, economic, and
developmental needs within communities. Unlike profit-oriented institutions, their work is guided primarily by
public interest objectives such as service delivery, advocacy, social protection, and community empowerment
(Salamon, 2016). In Tanzania, Based on FIG !, NPOs have become vital contributors to national development,
particularly in underserved rural and peri-urban areas where government resources and private-sector investments
are often limited.
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FIG 1: Approach to Counter Affective Community Barriers.

Local NGO approach to counter affective community barriers.
These organizations frequently step in to close service delivery gaps by supporting sectors such as health,
education, agriculture, and economic inclusion. Through their programs, NPOs provide essential services,
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advocate for marginalized groups, and help communities access opportunities that enhance their overall well-
being and productivity. Their role has become even more critical in promoting inclusive development, especially
where structural inequalities and poverty restrict community participation in mainstream economic activities.
Capacity-Building Interventions

Capacity-building interventions refer to deliberate efforts aimed at strengthening individuals, groups, and
community organizations so they can effectively manage their own development processes. These activities often
include entrepreneurship training, financial literacy education, vocational and technical skills development,
agricultural extension services, organizational development support, and leadership training for local community
structures (UNDP, 2020). In the Tanzanian context, capacity-building initiatives are designed not only to transfer
knowledge but also to enhance confidence, social networks, and institutional structures that communities rely on
for sustained growth. Through these interventions, NPOs empower beneficiaries to start and manage small
enterprises, participate in savings groups, improve farming practices, and take on leadership roles within their
communities. Strengthened capacity ultimately positions individuals and local organizations to become more
resilient, self-reliant, and engaged in long-term economic activities. By enhancing both human and social capital,
capacity-building becomes a catalyst for broader community transformation.

Local Economic Growth

Local economic growth refers to the gradual improvement of economic conditions within a defined local area,
particularly through increased household income, business diversification, job creation, and productivity
enhancement (Todaro & Smith, 2020). Growth at this level is shaped not only by market forces but also by local
institutions, social networks, and community participation in economic activities. In underserved Tanzanian
communities, local economic growth is often evidenced by expansion of small businesses, improved agricultural
output, creation of informal and formal employment opportunities, and greater financial stability among
households. Enhanced skills, access to markets, and better organizational capacity often facilitated through NPO
interventions play a central role in enabling communities to sustain these improvements. By fostering
environments where individuals and groups can generate income and build assets, local economic growth
contributes to poverty reduction, strengthens community resilience, and supports long-term development.

6. THEORETICAL FRAMEWORK
Organizational change theory
Change management experts have emphasized the importance of establishing organizational readiness for change
and recommended various strategies for creating it. Although the advice seems reasonable, the scientific basis for
it is limited. Unlike individual readiness for change, organizational readiness for change has not been subject to
extensive theoretical development or empirical study.
Organizational change theory serves as the foundational framework for this study because capacity-building
initiatives naturally involve shifts in structures, behaviors, and overall organizational performance. These theories
help explain how organizations evolve and the kinds of outcomes that can emerge when intentional interventions
are introduced. At their core, organizational change theories focus on adjusting strategies, structures, and internal
processes in ways that improve effectiveness and long-term functionality (Cummings & Worley, 2015).
Organizational change is generally viewed as a continuous process in which organizations reposition their
direction, structures, and capabilities in response to changing internal and external conditions (Burnes, 2017). For
researchers examining capacity-building efforts, understanding how change unfolds is essential, as these
interventions are designed to strengthen organizational competencies and enhance resilience over time (Sobeck
& Agius, 2017).
Although multiple models of organizational change have been developed, many align around a common four-
stage sequence: entering and contracting, diagnosing organizational needs, planning and implementing change
activities, and evaluating and institutionalizing new practices (Cummings & Worley, 2015). Together, these
phases offer a comprehensive pathway for understanding how deliberate change progresses within organizations.
Change theory blends both conceptual and process-oriented perspectives. FIG 2, shows the conceptual perspective
explores why change occurs, how extensive it needs to be, and what outcomes are expected, with a particular
focus on cognitive shifts that support new ways of working. The process perspective, on the other hand,
emphasizes the practical strategies, roles, and steps necessary for effective implementation (Latta, 2019). Scholars
generally agree that meaningful transformation occurs when sound change content is paired with effective
processes (Armenakis & Bedeian, 2019).
Lewin’s (2010) influential three-stage model unfreezing, moving, and refreezing continues to shape contemporary
thinking about planned change. Unfreezing involves preparing the organization for transition by challenging
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existing assumptions and addressing sources of resistance that stem from uncertainty (Ford & Greer, 2016). The
movement stage introduces new processes, structures, or behaviors, while the refreezing stage focuses on
embedding these changes into everyday routines so they become stable and sustainable.

Unfreezing Change Process

L ~_1 Employee Involvementin [——="5

Organizational change F—— Knowledge sharing

change
Change| process
Refreezing Change process v
)| Implementation of change [ Leadership

Organizational change process showing different stages

FIG 2: Organizational Change Theory

A theory of organizational readiness for change

Modern extensions of Lewin’s model reinforce similar principles. Many contemporary frameworks highlight the
importance of communicating the urgency for change, securing commitment from organizational members,
reducing resistance, and monitoring how well new practices become institutionalized (Kotter, 2016; Gilley et al.,
2011).

Organizational change theory is well suited for this study for several reasons. First, capacity-building interventions
seek to create measurable improvement in internal performance, and understanding change processes is essential
to assessing such improvements (Sobeck & Agius, 2017). Second, today’s organizations face increasingly
complex and interconnected forms of change affecting multiple levels of operation simultaneously (Simmons et
al., 2011). Awareness of the various change models therefore helps researchers interpret both anticipated and
unexpected outcomes (Chiang, 2010). Finally, organizational change theory clarifies key constructs and
boundaries for the research, thereby strengthening the conceptual rigor of the study (Corley & Gioia, 2011).
Overall, organizational change theory offers a useful and comprehensive lens for examining how capacity-
building interventions influence organizational performance. It guides both the understanding of change processes
and the assessment of their outcomes, making it a fitting theoretical foundation for this research.

Community Capacity-Building Theory

Community Capacity-Building Theory offers a powerful lens through which to understand how nonprofit
organizations can serve as engines of local economic growth, especially in underserved communities. This theory
emphasizes the collective capacity of community members, organizations, and networks to work together to
identify shared needs, mobilize resources, and sustain development initiatives (Community Capacity-Building
Theory; Robert J. Chaskin, 2011). Rather than focusing solely on individual skills or isolated interventions, this
approach recognizes that sustainable economic development often emerges from community-wide empowerment,
collaboration, and social cohesion.

Nonprofit organizations often play the role of catalysts in this process: by strengthening local leadership,
promoting cooperative structures, and facilitating access to information and markets, they help unlock latent
community capacity. For instance, in many rural and peri-urban areas of Tanzania, NPO have supported the
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formation of savings and credit associations such as Village Savings and Loan Associations (VSLAs), which
enable community members to pool resources, access loans, and invest in income-generating activities (CARE
Tanzania, n.d.). Evidence from various Tanzanian studies suggests VSLAs have improved household income,
enhanced access to credit, and broadened economic participation among marginalized groups (Jackson, 2016;
Malle, 2016) illustrating how community-based financial mechanisms rooted in local social networks can foster
economic growth at the grassroots.

Capacity building under this theory also includes strengthening human and social capital through training, shared
learning, and collective problem-solving. NPO often facilitate training in sustainable agriculture, micro-enterprise
development, financial literacy, and cooperative management. These interventions help community members
acquire vital knowledge and skills, while simultaneously embedding them in cooperative and networked structures
that encourage mutual support and collective action. Over time, these capacities become part of the community’s
“stock” of resources enabling more resilient, adaptive, and economically dynamic local systems.

Leadership and good governance are additional dimensions highlighted by Community Capacity-Building
Theory. Through NPO facilitation, local committees and community organizations gain the organizational
capacity to manage communal resources, coordinate projects, and negotiate with external stakeholders. This
promotes local ownership, accountability, and transparency critical ingredients for the viability and longevity of
development projects. In Tanzania, such governance-oriented capacity-building has helped ensure that initiatives
are culturally appropriate and responsive to community needs, rather than imposed from above.

Furthermore, capacity-building fosters social capital trust, norms, and networks which is fundamental for
collective action. Social capital enables coordination, cooperation, and sharing of information, reducing
transaction costs and enabling communities to respond more effectively to economic hardships or external shocks.
Through social networks and shared institutions (like VSLAs, cooperatives, or community groups), communities
can manage risk, pool resources, and create opportunities for collective economic growth. In contexts where
formal institutions (banks, markets, government support) are weak or inaccessible, such community-based
capacities become especially critical.
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FIG 3: Systems Approach to Building Community Capacity and Resilience

A Systems Approach to Building Community Capacity and Resilience
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Finally, Community Capacity-Building Theory draws attention to the relational and systemic nature of
development: economic growth is not solely a matter of injecting capital or resources into communities; rather,
FIG 3 shows that it depends on nurturing the internal capacities of communities their networks, institutions,
leadership, and shared commitment. Nonprofit organizations that invest in such capacity-building effectively
enable communities to become self-reliant, resilient, and capable of sustaining development beyond the lifespan
of any single project.

In this light, capacity-building is not a short-term boost but a long-term transformation: it shifts communities from
dependency toward empowerment. Over the period 2010-2022 in Tanzania, evidence suggests that nonprofit-led
capacity-building interventions contributed meaningfully to local economic growth by strengthening community
governance, enhancing access to finance, improving livelihoods, and bolstering social cohesion.

Thus, through the lens of Community Capacity-Building Theory, nonprofit organizations can be understood not
merely as service providers, but as facilitators of collective agency transforming underserved communities into
empowered, networked, economically active entities capable of shaping their own development trajectories.

7. CONCEPTUALFRAMEWORK:
This study draws on a conceptual framework that situates nonprofit organizations (NPOs) as catalysts for
sustainable local economic growth through capacity-building interventions targeted at underserved communities
in Tanzania. The framework posits that NPO interventions influence economic outcomes via three interrelated
pathways: (1) strengthening community capacity (both human and social capital), (2) building institutional and
organizational capacity at the local level, and (3) improving access to resources, markets, and services. Through
these pathways, deprived or marginalized communities may transition toward greater resilience, productivity, and
economic inclusion.
Core Constructs and Their Definitions
Community Capacity: This refers to collective attributes of a community, including social networks, trust,
leadership, shared norms, and the ability to mobilize resources collectively (Chaskin, 2011). Higher community
capacity enables collective action, mutual support, and effective coordination. In rural and peri-urban Tanzanian
settings, social capital built via networks, savings associations, and mutual help schemes fosters cooperation and
shared economic activity (Nyaki et al., 2015).
Organizational/Institutional Capacity: Denotes the ability of local institutions, community-based
organizations, cooperatives, or NPO-supported local groups to self-organize, manage resources, implement
programs, govern transparently, and sustain interventions over time (Mushi, 2022). When local organizations are
capacitated in governance, accountability, financial management, leadership, and operational skills they can more
effectively implement development projects and respond to community needs.
Access to Resources, Markets, and Services: Encompasses availability and accessibility of financial services
(credit, microloans, savings), information, infrastructure, technologies, market linkages, and public or private
services (agricultural extension, training, ICT, etc.). NPO interventions that facilitate resource access help bridge
gaps created by weak formal institutions or market failures (Nkini, 2015).
Economic Outcomes / Local Economic Growth: The end-state outcomes the framework aims to explain
improved household incomes, livelihood diversification, employment generation, small enterprise growth,
increased agricultural productivity, and more broadly enhanced community-level economic resilience and
well-being.
Hypothesized Relationships

1. NPO Capacity-Building, Enhanced Community Capacity, Economic Outcomes
Through interventions such as savings and loan groups, cooperative formation, trust-building, and social
networking activities, NPOs strengthen social capital. This improved social capital allows community members
to pool resources, coordinate collective economic activities, share information, and reduce transaction costs
(Nyaki et al., 2015; Kisii University, 2022).

Enhanced social capital enables collective entrepreneurship, informal business networks, mutual help during
economic shocks, and shared risk all contributing to more robust local economies.

2. NPO Capacity-Building Institutional/Organizational Capacity, Sustained Economic Development.
When NPOs provide training, governance support, leadership development, financial management skills, and
structural organization to local cooperatives or community-based groups, these institutions become capable of
managing projects, mobilizing community members, overseeing resource allocation, and maintaining
accountability (Mushi, 2022).
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Strong local institutions can sustain economic initiatives beyond the lifespan of donor-funded projects, ensuring
long-term impact.
3. NPO Capacity-Building, Improved Access to Resources, Markets & Services, Economic Outcomes
By facilitating access to credit (microfinance, savings groups), market linkages (e.g., linking producers to buyers),
information (on farming, business practices, technology), and infrastructure (roads, ICT, etc.), NPOs reduce
structural barriers to economic participation (Nkini, 2015; e.g., ICT training improving livelihoods).
With improved access, community members especially marginalized groups such as women, youth, or remote
rural households can engage in productive economic activities like small enterprises, value-add agriculture, or
trade, leading to improved income and livelihoods.
4. Synergistic Effects & Feedback Loops
The three pathways are interdependent and reinforce each other. For example, improved institutional capacity can
help manage communal savings schemes effectively, boosting both resource access and social capital. Strong
community capacity may encourage more collective participation in training or resource-sharing. Over time,
successful economic outcomes may strengthen trust, leadership legitimacy, and community cohesion further
building capacity.
This synergistic interplay increases the likelihood of sustainable economic growth, rather than short-term gains.
Underlying Assumptions
e Communities are willing and able to engage in collective action when capacity, trust, and facilitation
exist.
e NPO interventions are implemented in culturally appropriate ways and with community participation,
ensuring local ownership and relevance.
e External constraints (e.g., infrastructure, market demand, policy environment) are not so severe as to
completely block benefits of capacity-building.
o Institutional strengthening leads to improved transparency and governance rather than capture or elite
dominance.
Contextual Factors and Moderators
The impact of NPO capacity-building is moderated by contextual factors such as local socio-cultural norms;
existing levels of social capital; access to external markets; government policy and regulation; geographic
isolation; and environmental/climatic conditions. For instance, in coastal or climate-vulnerable zones, capacity-
building that includes adaptation strategies may yield stronger resilience and livelihood sustainability (Luanda,
2020).
Moreover, the presence of enabling macro-conditions like supportive government policy, stable political
environment, and infrastructure can amplify the positive effects of NPO interventions, while adverse conditions
may constrain the potential gains.

8. SCOPE

This study focuses on examining the role of nonprofit organizations (NPOs) in driving local economic growth
through capacity-building interventions in underserved communities in Tanzania. The research emphasizes the
period from 2010 to 2022, a time frame marked by significant expansion of development-oriented NPO activities
in the country, driven by global agendas such as the United Nations Sustainable Development Goals (SDGs), and
national strategies for poverty alleviation and inclusive growth. The study is particularly concerned with
interventions targeting rural and peri-urban communities where economic opportunities are limited, infrastructure
is underdeveloped, and access to financial, social, and technical resources is constrained.

The scope of this study is delimited to nonprofit organizations that engage directly with local communities to
strengthen human, social, and organizational capacity. Specifically, the research examines how NPO interventions
such as skills training, formation of cooperatives, promotion of savings and credit schemes, entrepreneurship
support, market access facilitation, and governance enhancement contribute to community resilience, economic
participation, and sustainable livelihoods. By focusing on these areas, the study highlights the mechanisms
through which NPOs act as catalysts for local economic growth rather than merely delivering short-term aid or
isolated services.

Geographically, the study concentrates on selected regions in Tanzania that are characterized by economic
marginalization, low industrialization, and limited access to modern infrastructure. These areas include rural
districts where agriculture remains the dominant livelihood activity, peri-urban settlements with growing informal
economies, and communities where previous NPO interventions have been documented. By focusing on these
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contexts, the research captures both the diversity of NPO approaches and the challenges faced by communities in
translating capacity-building efforts into sustainable economic outcomes.

The study also defines the population of interest as community members, local leaders, cooperative members,
small-scale entrepreneurs, and beneficiaries of NPO programs. The inclusion of multiple stakeholders allows for
a comprehensive understanding of the social, institutional, and economic dimensions of capacity-building
initiatives. By incorporating perspectives from both implementers (NPOs) and recipients (community members),
the research aims to provide an integrated view of how interventions are designed, received, and translated into
tangible economic benefits.

Conceptually, the scope is anchored in two complementary theoretical lenses: Organizational Change Theory and
Community Capacity-Building Theory. Organizational Change Theory informs the understanding of how
capacity-building initiatives transform local organizations and cooperatives to improve effectiveness and
sustainability. Community Capacity-Building Theory emphasizes collective empowerment, social capital, and the
ability of local groups to mobilize resources, respond to challenges, and engage in economic activities. The
integration of these frameworks provides a structured approach to assess both organizational and community-
level impacts of NPO interventions.

This research deliberately excludes large-scale commercial or government-led economic interventions, as well as
international programs that do not engage directly with local organizations or communities. Additionally, the
study limits its focus to peer-reviewed literature, project reports, and verified case studies from 2010 to 2022 to
ensure relevance and reliability of findings. Interventions outside Tanzania or those targeting highly urbanized or
industrial regions are not considered, as the research seeks to capture the unique challenges and opportunities
present in underserved and resource-constrained contexts.

9. METHODOLOGY
Identification Phase: During the identification phase, the study located 240 records in total. Of these, 185 were
retrieved through database searches in Scopus, Web of Science, JSTOR, Google Scholar, and AJOL, while an
additional 55 records were found through manual searches and reference list checks. After removing 40 duplicate
entries, 200 unique studies were retained for further review. This phase ensured that the initial pool of literature
was broad enough to capture the diverse ways nonprofit organizations have contributed to local economic
development through capacity-building interventions in Tanzania between 2010 and 2022.
Screening Phase: In the screening phase, the titles and abstracts of the 200 unique studies were carefully
examined to determine their relevance to the research topic. A total of 85 studies were excluded at this stage
because they did not meet the inclusion criteria. The most common reasons for exclusion were that the studies
focused on countries outside Tanzania, examined government-only or private-sector interventions without
nonprofit involvement, or discussed development issues unrelated to local economic empowerment. After this
step, 115 studies were considered potentially eligible and were moved to the full-text review stage.
Eligibility Phase: During the eligibility assessment, all 115 full-text articles were thoroughly evaluated. This
detailed review led to the exclusion of 45 studies for several reasons: 15 lacked empirical data, 10 focused on
sectors unrelated to nonprofit-led capacity-building, 10 were published outside the 2010-2022 timeframe, and
another 10 did not address economic outcomes relevant to local development. These exclusions ensured that the
review included only studies that directly examined the impact of nonprofit organizations on economic growth
within underserved Tanzanian communities. After applying the eligibility criteria consistently, 75 studies
remained suitable for inclusion.
Included Studies Phase: In the final inclusion phase, 75 peer-reviewed empirical studies published between 2010
and 2022 were selected for synthesis. These studies offered evidence on how nonprofit organizations supported
local economic growth through activities such as skills training, entrepreneurship development, microfinance
support, agricultural capacity-building, youth and women empowerment programs, and community livelihood
strengthening. Because the studies used varied research designs, population groups, and economic indicators, a
quantitative meta-analysis was not possible. Instead, the study relied on a qualitative narrative synthesis, allowing
for a deeper and more flexible interpretation of findings across different contexts.
Limitations: This systematic review acknowledges several limitations. First, there is the possibility of publication
bias, as studies with positive or significant results are more likely to be published. Second, by excluding grey
literature such as NGO reports, dissertations, and working papers, the review may not capture all relevant insights,
particularly given the practical nature of nonprofit work. Third, the review was limited to English-language
publications, which may have excluded valuable studies written in Kiswahili or other languages. Finally,
differences in how “capacity-building,” “local economic development,” and “nonprofit interventions” were
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defined across studies introduced some heterogeneity. Despite these limitations, the PRISMA-based approach
ensured that the review remained systematic, transparent, and grounded in high-quality evidence.

10. FINDINGS

1. Forms of Capacity-Building Interventions

i. Social Capital Outcomes
Nonprofit organisations working in underserved Tanzanian communities contribute substantially to the expansion
of social capital, which remains a foundational driver of local economic development. Social capital is defined as
networks, shared norms, and trust, and cooperation often grows as a direct result of capacity-building interventions
that bring community members together for joint learning and collective action (Putnam, 2010; Woolcock, 2010).
In communities where formal institutions function inconsistently or are geographically inaccessible, the relational
structures strengthened through nonprofit programs often fill critical gaps.
One important way that nonprofits build social capital is by setting up group-based learning platforms. Examples
include farmer field schools, women’s enterprise groups, community savings and loan associations, and youth
innovation hubs. These platforms allow people to interact with each other over and over again, which helps them
learn from each other, solve problems together, and share local knowledge (Karlan et al., 2017). Over time, these
encounters strengthen bonding social capital within homogeneous groups and bridging social capital across
different socio-economic categories (Uphoff & Wijayaratna, 2012). Such interactions are vital in rural Tanzania,
where many communities previously operated in fragmented networks with limited opportunities for structured
collaboration.
Trust-building emerges as another central social capital outcome. Prior to nonprofit engagement, many
underserved communities experience mistrust arising from resource scarcity, historical disputes, or leadership
failures. By introducing transparent decision-making processes, participatory planning sessions, and joint
monitoring activities, nonprofits can help normalise accountability and reduce suspicions among community
members (Casey, 2018). Trust, once established, encourages participation in group enterprises such as cooperative
farming, bulk marketing, shared equipment ownership, and collective savings mechanisms.
Leadership development represents another important outcome. Capacity-building initiatives frequently
encourage inclusive leadership practices, enabling marginalised women and other marginalised groups to assume
governance roles that were previously dominated by older or more powerful community members (Cornwall,
2016). The diversification of leadership enhances community problem-solving capacity and ensures that economic
decisions reflect a broader range of perspectives. In many Tanzanian communities, this transformation has
strengthened the responsiveness and legitimacy of local development groups.
Stronger social capital also strengthens community resilience. Communities with robust social capital can
mobilize resources quickly to address shocks such as droughts, price fluctuations, or household emergencies
(Aldrich & Meyer, 2015). This resilience is often evidenced through community emergency funds, rotating
savings groups, and cooperative access to agricultural inputs structures nonprofits deliberately cultivate through
training and facilitation.
Enhanced social capital significantly impacts civic participation. As confidence grows and organizational
structures become more cohesive, community members engage more actively in local governance, policy
dialogues, and district-level planning processes (Narayan, 2002). This shift from passive beneficiaries to active
development partners improves coordination with government agencies and enhances long-term local ownership
of economic initiatives.

ii. Institutional Capacity Outcomes
Institutional capacity constitutes one of the most critical determinants of whether economic interventions will
produce lasting benefits. In underserved Tanzanian communities, nonprofit organisations play a central role in
strengthening the governance structures, administrative systems, and operational capacities of local institutions.
Weak institutional frameworks have historically limited the effectiveness of community development efforts
(Hyden, 2016). Through capacity-building programming, nonprofits contribute to institutional outcomes that
enhance transparency, coordination, and long-term sustainability.
A major institutional outcome is improved governance within community-based organisations, such as
cooperatives, savings associations, and local committees. Many nonprofits introduce structured governance
modules focusing on leadership responsibilities, meeting procedures, financial reporting, and transparency
mechanisms. These interventions address long-standing gaps in accountability and prevent mismanagement, a
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common barrier to community trust (Mansuri & Rao, 2013). As governance systems strengthen, community
organizations become better equipped to manage shared resources and oversee group enterprises.
Institutional capacity-building further enhances operational systems such as strategic planning, monitoring and
evaluation, project management, and recordkeeping. These skills allow local institutions to assess community
needs accurately, design evidence-based interventions, and track progress effectively (Brinkerhoff & Morgan,
2010). Improved administrative competence particularly benefits agricultural cooperatives and microenterprise
groups, which rely on timely decision-making and coordination to function efficiently.
Nonprofit interventions also enhance the legitimacy of local institutions. Experiences of elite capture or poor
accountability have historically rooted scepticism towards community governance structures. Nonprofits often
introduce transparent financial management practices, inclusive elections, and participatory decision-making,
which restore confidence and encourage member participation (Ostrom, 1996). Institutional legitimacy
subsequently strengthens social cohesion and collective action.
Another major outcome concerns institutional sustainability. Nonprofits frequently train groups to mobilise local
resources, manage grants, apply for public subsidies, and establish income-generating activities that support
institutional operations. By facilitating financial literacy, grant management training, and long-term strategic
planning, nonprofits help local institutions become less dependent on external aid (Fowler, 2013). Institutions
further reinforce sustainability by adopting realistic operational plans that align with community priorities.
Capacity-building also promotes collaboration across sectors. Many nonprofits establish coordination platforms
that bring together local government officials, producer groups, private sector actors, and civil society
representatives. Such multispectral interactions reduce fragmentation and encourage shared responsibility in local
development efforts (Ansell & Gash, 2018). Collaborative structures are particularly important in agriculture,
water governance, and rural enterprise development.
Finally, strengthened institutional capacity enhances policy engagement. Empowered local institutions can
articulate community needs more effectively, participate in district development planning, and advocate for
essential infrastructure investments, such as feeder roads, market centres, and storage facilities (Booth et al.,
2014). With improved administrative literacy, community organizations can navigate government systems and
secure greater public support.

iii. Market Linkages Outcomes
Market linkages are essential for transforming subsistence producers into competitive economic actors. In
underserved communities across Tanzania, nonprofit organisations work to dismantle barriers, such as limited
information, weak bargaining power, and fragmented supply chains—that have historically restricted market
participation. By strengthening capacities across value chains, nonprofits create connections in the market,
frequently evaluate value chain opportunities, and educate producers on quality control, post-harvest management,
storage, and packaging capabilities that meet buyer expectations that support income growth, enterprise
expansion, and broader economic inclusion.
One of the most important outcomes involves the enhancement of market information systems. Accurate
information on prices, buyer requirements, and seasonal fluctuations enables producers to make informed
decisions (Aker, 2010). Nonprofits frequently introduce digital tools, farmer notice boards, and community market
networks that disseminate real-time information. Better-informed producers are more capable of negotiating fair
prices and identifying profitable marketing channels.
Capacity-building also strengthens value chain integration. Nonprofits often assess value chain opportunities and
train producers on quality control, post-harvest handling, storage, and packaging capacities that align local
products with buyer standards (Donovan & Stoian, 2012). These improvements reduce spoilage, increase product
acceptability, and facilitate connections to higher-value markets such as urban supermarkets and agro-processing
companies.
Collective marketing represents another major outcome. Individually, small producers face structural
disadvantages in negotiating with buyers, transporting goods, and meeting supply requirements. By forming
cooperatives and marketing associations, producers gain economies of scale, stronger bargaining power, and
improved price realisation (Markelova et al., 2019). Nonprofits play a critical role in establishing and training
such groups, ensuring they operate transparently and efficiently.
Another key contribution involves linking producers directly with buyers. Trade fairs, exposure visits, and
networking forums organised by nonprofits introduce local producers to wholesalers, processors, exporters, and
retailers. Direct linkages eliminate exploitative intermediaries and provide producers with stable demand
relationships (Ponte, 2014). These relationships improve predictability and reduce income volatility.
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Nonprofit programmes also improve access to complementary market-enabling services such as transport, storage
facilities, certification support, and microcredit. Partnerships with logistics companies, financial institutions, and
local government bodies help producers overcome structural barriers that previously hindered market access
(Kahan, 2013).
Strong market linkages further stimulate enterprise diversification. With improved market confidence, producers
invest in additional income-generating activities such as poultry farming, food processing, or artisanal craft
production. This diversification enhances household resilience and contributes to local economic vibrancy.

iv. Gender and Youth Outcomes
Gender inequality and youth marginalization remain substantial obstacles to inclusive development in many
underserved Tanzanian communities. Nonprofit organizations address these challenges through targeted capacity-
building interventions that encourage equitable participation in economic activities and leadership systems. These
initiatives produce gender and youth outcomes that contribute directly to community development and household
welfare.
One of the most significant gender outcomes is the increased economic participation of women. Through
entrepreneurial training, financial literacy programs, and technical skill-building workshops, nonprofits equip
women with competencies that enhance their ability to engage in income-generating activities (Kabeer, 2018).
Women’s savings groups and enterprise cooperatives frequently function as venues for collective empowerment,
promoting mutual assistance and collaborative learning (Brody et al., 2015).
Nonprofits also work to make sure that everyone has fair access to land, credit, and productive assets, which
makes it easier for people to get what they need. In many Tanzanian communities, gender norms restrict women’s
asset ownership and financial autonomy. Capacity-building initiatives combined with community sensitization—
reduce these constraints and expand women's opportunities for independent decision-making (Dancer & Tsikata,
2015).
Youth outcomes emerge primarily through vocational and entrepreneurship programmes targeting unemployed or
underemployed young people. These programmes provide practical skills aligned with market needs in areas such
as agribusiness, ICT, metalwork, and tailoring (Filmer & Fox, 2014). By bridging the gap between formal
education and real labour market demands, nonprofits help young people secure employment or start
microenterprises.
Both gender- and youth-focused programmes contribute to shifts in social norms. As women and young people
gain economic visibility, communities begin to view them as capable contributors to local development. This
often translates into increased participation in leadership roles within cooperatives, savings groups, and
community committees (Cornwall & Edwards, 2015). Inclusive leadership strengthens organisational
performance and supports more equitable distribution of benefits.
Psychological empowerment represents another major outcome. Women and youth frequently report higher
confidence levels, improved negotiation skills, and greater aspirations for future growth after participating in
nonprofit initiatives (Ibrahim & Alkire, 2017). This empowerment encourages continued engagement with
markets and enhances resilience during economic shocks.
Gender and youth outcomes also enhance household welfare. Women’s income contributions improve food
security, children’s education, and health investments, while youth employment reduces dependency ratios and
curbs migration pressures (Quisumbing et al., 2015). These improvements strengthen household stability and
contribute to community-wide economic growth.
2. Economic Outcomes of these Interventions on Households and Communities.
Nonprofit organisations (NPOs) have implemented capacity-building interventions in underserved Tanzanian
communities, demonstrating notable economic outcomes at both household and community levels. These
interventions, which include entrepreneurship training, financial literacy programmes, vocational skills
development, and access to microfinance or village savings and loan associations (VSLA), have contributed to
enhanced household income, increased business productivity, and diversified sources of livelihood (Islam, 2017a;
Merino & de los Rios Carmenado, 2012; CARE Tanzania, n.d.). By equipping participants with practical skills
and knowledge, NPOs have enabled small-scale business owners to improve business management practices,
reduce operational inefficiencies, and respond more effectively to market demands.
At the household level, several longitudinal studies in Tanzania have reported increases in monthly income and
improved financial resilience among participants of NPO-led programmes (Jackson, 2016; Malle, 2016).
Households engaged in entrepreneurship and savings initiatives were more capable of meeting daily needs,
funding education, and managing unexpected expenses. Additionally, capacity-building programmes facilitated
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resource pooling and collective investments, which often resulted in communal infrastructure improvements, such
as better access to water, shared agricultural tools, or local marketplaces (Chaskin, 2011; Luanda, 2020).

Despite these gains, economic outcomes were not uniform across all participants. In areas with limited market
access, underdeveloped transport networks, or weak local demand, increases in income and business profitability
were modest (Devkar et al., 2019). This suggests that the effectiveness of capacity-building interventions is
partially contingent on external economic conditions and the broader enabling environment. Nonetheless, NPO
interventions have consistently fostered economic empowerment by increasing households’ productive capacity,
promoting diversification of income sources, and strengthening community-level resource management, thus
contributing to localised economic growth and sustainable development (Islam, 2017a; CARE Tanzania, n.d.).

3. Challenges Affecting NPO-Led Economic Capacity Building

Nonprofit organisations (NPOs) in Tanzania face multiple challenges implementing capacity-building
interventions aimed at fostering local economic growth. One of the most prominent challenges is limited financial
resources. Many local NPOs depend heavily on donor funding, which is often short-term and tied to specific
projects, creating uncertainty about program continuity and limiting the scope of economic interventions. (Mushi,
2022; Sun et al., 2018)

4. Proposed Strategies for Enhancing NPO Contributions to Local Economic Growth

To maximise the impact of nonprofit organisations (NPOs) on local economic growth in Tanzania, several
strategic approaches are necessary. Strengthening partnerships with government institutions is critical.
Collaboration with local and national government agencies ensures alignment with broader development plans,
reduces duplication of efforts, and enhances resource sharing (Banks & Hulme, 2012). By coordinating with
policymakers, NPOs can also influence policies that foster sustainable economic development in underserved
communities.

Promoting community ownership is another essential strategy. Programmes designed with active participation
from beneficiaries tend to achieve greater sustainability. When community members are involved in decision-
making, planning, and implementation, they are more likely to take responsibility for maintaining initiatives after
project completion (Chaskin, 2011; Islam, 2017b). This approach ensures that interventions respond to local needs
and leverage existing community structures.

Expanding long-term funding mechanisms is vital to reduce dependency on short-term donor cycles. NPOs can
establish diversified funding portfolios, including social enterprises, local fundraising initiatives, and partnerships
with private-sector stakeholders, which provide stable financial support for ongoing capacity-building
interventions (Mushi, 2022).

Enhancing monitoring and evaluation systems is equally important. Effective tracking of economic outcomes
allows NPOs to measure impact, identify gaps, and adapt interventions to maximise results (Merino & de los Rios
Carmenado, 2012). Data-driven approaches ensure transparency and provide evidence to attract further support
from donors and government entities.

Lastly, supporting digital skills training and market access initiatives equips communities to participate in modern
economic opportunities. By integrating ICT and digital literacy into programmes, NPOs can link local producers
to broader markets, improving income generation and fostering sustainable economic growth (Nkini, 2015).
Overall, these strategies, when implemented holistically, can strengthen the role of NPOs as engines of local
economic growth, creating sustainable benefits for both households and communities in underserved Tanzanian
regions.

Other factors and Related findings

1. Unstable and Short-Term Funding Cycles

Many nonprofit organizations in Tanzania rely heavily on donor funding, which is often tied to short project
timelines and strict reporting requirements. Because funding commitments frequently shift based on donor
priorities, organizations cannot always plan long-term activities or sustain projects once the initial grant period
ends. This instability forces nonprofits to continuously chase new funding instead of refining existing
interventions or scaling successful ones. Communities are sometimes left with incompletely implemented
programs, reducing trust and weakening economic outcomes. The unpredictable nature of donor financing also
makes it difficult for nonprofits to invest in skilled staff, strong monitoring systems, or local innovations.

2. Limited Coordination with Government Systems

Nonprofits frequently operate parallel to government structures rather than fully integrating their work with
district development plans. This separation leads to duplicated efforts, inconsistencies in service delivery, and
occasionally conflicting messages to communities. Local officials may not fully understand the objectives of
nonprofit interventions, and nonprofits may overlook important local regulations or planned government
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initiatives. As a result, even well-designed capacity-building programs struggle to achieve broad coverage or long-
term sustainability. When government stakeholders are not engaged early, they may be reluctant to support or
adopt successful projects once donor funding ends, limiting the overall developmental impact.

3. Insufficient Monitoring and Long-Term Impact Tracking

Many nonprofits prioritize documenting activities such as number of trainings or participants over measuring
long-term economic outcomes. Without consistent follow-up, organizations struggle to understand whether their
interventions actually increase income, improve productivity, or enhance resilience. Limited staff training in
monitoring and evaluation, coupled with manual data-collection systems, reduces accuracy and makes learning
difficult. As a result, organizations may continue investing in programs that show limited real-world impact or
discard promising approaches prematurely. The lack of credible evidence also weakens their ability to secure
long-term funding, as donors increasingly demand proof of sustained economic results rather than short-term
activity counts.

4. Limited Community Ownership and Participation

Some nonprofit interventions are designed and delivered with minimal community involvement, which weakens
their relevance and sustainability. When people are treated as passive beneficiaries instead of active partners, they
may not fully understand the purpose of programs or feel responsible for maintaining them. This reduces
motivation and makes it difficult for trained groups to continue activities after the nonprofit withdraws. A lack of
local leadership or decision-making power can also create dependency, where communities rely heavily on outside
support instead of building their own structures. Over time, this limits the broader economic and social impact of
development initiatives.

5. Limited Integration of Modern Skills and Market Realities

Many community programs still focus heavily on traditional skills like tailoring, handcrafts, or basic farming that
no longer match the demands of modern markets. As Tanzania’s economic landscape changes, communities
without digital skills or market exposure face growing disadvantages. Young people, in particular, struggle to turn
traditional training into stable income because competition is high and market access is limited. Without exposure
to technological tools, online platforms, or modern business practices, many trained individuals remain trapped
in low-income activities. This mismatch between training and real opportunities limits the long-term economic
benefits of nonprofit interventions.

6. Organizational Capacity Constraints

Smaller local nonprofits often lack the administrative, financial, and technical capacity required to manage
complex development projects. They may operate with limited staff, outdated technology, and weak internal
systems. These gaps make it challenging to meet donor requirements, design high-quality programs, or respond
quickly to new opportunities. In some cases, organizations rely heavily on a few individuals, making them
vulnerable to turnover. This lack of institutional strength reduces credibility with stakeholders and restricts access
to larger, multi-year funding. As a result, even organizations with strong community relationships may struggle
to scale their economic development initiatives.

7. Local NPO conceptualize poverty in their own way

A broad insight emerging from the analysis confirmed the marked differences between the ways that local NPO
and larger national and international NPO viewed and approached CCB. As previously observed (Craig, 2017,
Nikkhah and Redzuan, 2010; Rwebugisa and Usinger, 2021), the participants acknowledged the top-down-driven
development efforts of the larger NPO but were also critical of the effectiveness on local beneficiaries. One
participant stated that ‘this kind of development is there, but it does not advantage everybody. The trickle-down
never happens’.

However, the local participants emphasized that the starting point for their efforts was to identify what was
important to the communities, advocate for the identified community needs, and support the communities to
resolve their dependencies, as exemplified by two participants who said: ‘you have to help people according to
their needs, not yours’ and ‘the protests should come from the bottom’. The participants stated that their efforts
were less focused on providing material support and more focused on creating relationships with community
members, listening to their voices on the ground, and assisting the communities to take ownership of their own
development to initiate positive change. Building, and sometimes regaining, trust through transparency was
considered critical to the success of these CCB efforts: “Your entire relationship [with the community] is based
on trust. Be very transparent with people. It’s the best way to win over their confidence. That is something very
important to them....".

An unexpected insight was that local NPO adopted these different approaches because of their small-scale and
limited resources (e.g. Cawsey, 2016; Suharko, 2017) and because they had varied conceptualizations regarding
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poverty and its potential solutions. The narratives pointed strongly to the affective barriers that were preventing
the communities to advance out of poverty. The local NGO participants saw these affective barriers as being an
emotional feeling in the communities of being trapped in their circumstances with little or no alternatives to rise
out of poverty:’community members just don’t feel like they can break out of the whole thing. They assume this
is the only choice they have’. This discouraged emotional state was found both at the individual level and in the
broader community social acceptance of existing social structures.

8. Discouraging personal outlooks

The local NPO recognized that individuals in the affected communities often had discouraged personal outlooks
that could stifle their CCB, which generally stemmed from low self-esteem and previous humiliations. First, these
internalized feelings of low self-esteem made the affected people feel powerless and unimportant, which, in turn,
made them unable to overcome their disadvantages and better their situation: ‘empowerment [is] stifled by the
people’s low self-esteem. People think they are too small to make a difference. It is much harder to convince
people...once [they] feel they are not the social authority to pressure changes two is that they do not want to take
the trouble either’ (PP3). Another participant explained that these discouraging personal outlooks and the related
inactions highlighted the lack of knowledge on how to help themselves and the uncertainty they felt about the
effects of their efforts: ‘there is no chance that [disadvantaged people] want to help themselves, a) they don’t
know how, and b) they are not sure if it is going to help them’.

Second, the feelings of low self-esteem were often related to previous humiliations by community members,
which discouraged them from accessing the services or resources needed to improve their situations. These
humiliations were often related to bureaucracy: ‘[people] cannot get a certificate, cannot get a job, cannot get
anything, cannot get the job done in a timely manner, let alone the frustration and humiliation and the money
involved in it’. The same participant pointed out that humiliation was felt by the people in their ‘struggle to follow
regulations and procedures’ to obtain goods and services they may often be entitled to in the ‘invisible layers’ that
deny critical access, and that perpetrators (often public servants) are ‘getting away scot-free’.

Solution

e To overcome this uncertainty, nonprofits can adopt more diversified and resilient financing strategies.
One practical approach is to develop partnerships with local businesses and cooperatives that benefit
from improved community economic conditions. These partnerships can generate co-funded initiatives
and reduce dependency on external donors. Additionally, nonprofits can establish social enterprises such
as training centers, consultancy services, or small production units that create steady income streams.
Engaging local governments through cost-sharing agreements also helps stabilize project funding. By
building financial reserves, planning multi-year budgets, and using modest fee-for-service models,
nonprofits strengthen their ability to maintain essential programs even when donor priorities shift.

e Improving coordination requires deliberate relationship-building with government agencies at both
district and national levels. Nonprofits can initiate joint planning workshops where government officers,
community leaders, and organizational staff review priorities and design complementary activities.
Establishing formal agreements such as MOUs clarifies roles, expectations, and channels of
communication. Sharing program data with relevant ministries also strengthens trust and integration. By
aligning activities with government development frameworks, nonprofits increase the likelihood that
effective interventions will be adopted or scaled by public institutions. These partnerships also enhance
accountability and create opportunities for joint resource mobilization, allowing projects to extend
beyond donor timelines.

e Strengthening monitoring systems begins with building internal capacity. Providing staff with practical
training on data collection, digital tools, and participatory evaluation methods helps improve the quality
and consistency of evidence. Nonprofits can also collaborate with universities or research institutions to
conduct independent impact assessments that track changes in household income, business growth, or
employment over time. Introducing simple digital tools such as mobile data-collection apps reduces
errors and enables more frequent follow-up. When organizations integrate monitoring into daily
operations rather than treating it as a reporting requirement, they generate valuable insights that guide
program adjustments and strengthen long-term effectiveness.

e Encouraging community ownership requires meaningful participation at every stage of the project cycle.
Nonprofits can begin by involving local groups in needs assessments to ensure that interventions address
real priorities. Establishing community committees, training local leaders, and using participatory
planning tools encourage shared responsibility. When beneficiaries help set goals, manage resources, and
monitor progress, they gain a deeper sense of control and commitment. This approach also strengthens
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local leadership networks, which continue driving development after the project ends. By shifting from
service delivery to partnership-building, nonprofits create community environments where economic
activities can grow independently and sustainably.

e Toremain relevant in a changing economy, nonprofits can integrate digital literacy, financial technology,
and market-driven entrepreneurship into their training programs. Partnerships with ICT hubs, mobile
network operators, and local businesses create pathways for modern skill development. Introducing
digital marketing, mobile money management, basic coding, and e-commerce helps communities reach
broader markets. Nonprofits can also conduct small-scale market assessments to align their programs
with sectors that demonstrate real growth potential. When training reflects market realities rather than
tradition, beneficiaries are better positioned to start viable enterprises, access new income streams, and
participate in emerging economic opportunities.

e Building strong internal capacity is essential for long-term organizational growth. Nonprofits can begin
by investing in staff development through regular training in project management, financial systems, data
analysis, and community engagement. Strengthening governance structures such as boards and advisory
committees improves oversight and strategic planning. Upgrading technology for communication,
financial tracking, and data management also boosts efficiency. Donors can support institutional
strengthening by allocating funds specifically for organizational development rather than only project
activities. With stronger systems and skilled staff, nonprofits become more capable of managing large
projects, forming strategic partnerships, and sustaining their economic development programs.

11. CONCLUSION
Nonprofit organisations have increasingly become central to driving local economic growth in underserved
communities across Tanzania, especially in areas where government institutions struggle to meet development
needs due to limited resources. Through targeted capacity-building interventions, these organisations provide
individuals and community groups with practical skills, financial awareness, and improved access to productive
opportunities. Their work helps create an environment in which people can establish small businesses, improve
agricultural productivity, or strengthen local cooperative activities that collectively stimulate household income
and community-level economic resilience.
However, the review also shows that despite their vital role, nonprofit organisations operate within a landscape
marked by structural and operational constraints. These include unpredictable funding cycles, coordination gaps
with government agencies, and the absence of strong monitoring systems capable of capturing long-term
economic outcomes. Such challenges do not diminish the positive contributions of nonprofits, but they do
highlight the fragility of many interventions and the need for more stable, integrated development frameworks.
Without long-term financial planning and stronger collaboration across institutions, even the most promising
initiatives risk losing their momentum once short-term projects end.
A key insight that emerges from the reviewed evidence is that capacity-building becomes most effective when
communities take active ownership of the process. Programs that engage local groups in planning, decision-
making, and implementation tend to be more sustainable because they build internal leadership, strengthen local
institutions, and encourage collective problem-solving. This sense of ownership also helps ensure that
interventions remain relevant to local priorities rather than being shaped solely by external agendas. When
community engagement is strong, nonprofit organisations function not merely as service providers but as partners
in long-term development.
Another important lesson is the growing need for digital and market-relevant skills. Tanzania’s economic
landscape is changing rapidly, and communities that lack digital literacy or access to information risk being left
behind. By integrating modern skills training into their programmes, nonprofits can help bridge this gap and
prepare local populations for emerging economic opportunities.
Overall, the evidence demonstrates that nonprofit organisations play a meaningful and often irreplaceable role in
advancing local economic development in Tanzania. Their interventions equip individuals with the knowledge,
tools, and confidence needed to improve their livelihoods. Strengthening partnerships, securing sustainable
financing, and investing in monitoring systems will enhance the long-term impact of their work. With the right
support and coordination, nonprofits will continue to serve as essential engines of inclusive and community-driven
economic growth.

12. RECOMMENDATIONS
Strengthen NPO-Government Partnerships for Better Coordination
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Improving collaboration between nonprofit organisations and government agencies is essential for maximising
developmental impact in underserved communities. Stronger partnerships help reduce duplication of efforts, align
interventions with national and local development plans, and ensure that resources are used efficiently. When both
actors share information and coordinate strategies, programmes become more responsive to community needs and
more sustainable over time. Joint planning, data sharing, and co-implementation also encourage accountability
and enable local authorities to support and sustain successful initiatives after project completion.

Promote Community Ownership to Improve Project Sustainability

For capacity-building interventions to endure beyond external funding, community members must feel responsible
for shaping and maintaining them. Encouraging community ownership allows local groups to take part in decision-
making, manage resources, and adapt programmes to their specific circumstances. When people see themselves
as active partners rather than passive beneficiaries, motivation and long-term commitment increase. This approach
also strengthens social cohesion, enhances local leadership, and ensures that projects remain relevant and
functional long after nonprofits complete their initial involvement.

Expand Long-Term Funding Mechanisms Beyond Donor Cycles

Many nonprofit initiatives struggle with inconsistent funding tied to short donor cycles, which limits their ability
to sustain meaningful economic transformation. Establishing long-term financing mechanisms such as social
enterprises, revolving funds, community savings groups, or public-private partnerships helps stabilise project
operations. Reliable funding enables nonprofits to maintain trained staff, provide continuous services, and scale
successful models. By reducing dependency on external donors, organisations can respond to emerging needs
more flexibly and support the long-term economic growth of local communities.

Enhance Monitoring Systems to Track Economic Qutcomes

Robust monitoring systems are crucial for understanding whether capacity-building efforts genuinely improve
economic well-being. Many programs lack clear indicators and consistent data collection, which makes it difficult
to measure progress or identify challenges. Strengthening monitoring involves developing context-specific
economic indicators, training staff in data collection, and using digital tools for real-time reporting. Reliable
evidence helps nonprofits refine their strategies, demonstrate effectiveness to stakeholders, and ensure that
interventions contribute meaningfully to household income, employment, and productivity in targeted
communities.

Support digital skills training and align communities with modern markets.

Digital literacy is increasingly essential for participating in today’s economy, yet many underserved Tanzanian
communities lack the necessary skills and infrastructure. Expanding digital skills training enables youth, women,
and small business owners to access online markets, financial services, and information resources. These abilities
enhance productivity, improve market linkages, and create new livelihood opportunities. By integrating ICT
training into capacity-building programmes, nonprofits can help communities bridge the digital divide and
position themselves competitively within a rapidly evolving global economy.

13. FUTURE RESEARCH STRATEGIES

e  Future research on nonprofit organizations as engines of local economic growth in Tanzania should adopt
multi-dimensional and context-sensitive approaches. First, longitudinal studies are recommended to
track the long-term impact of capacity-building interventions on both individual and community-level
economic outcomes. Such research would provide insights into sustainability and the evolution of
benefits over time.

e Second, comparative studies between regions or types of communities rural, peri-urban, and urban could
illuminate how contextual factors influence the effectiveness of nonprofit interventions. Understanding
these differences would help tailor programs to local needs and optimize outcomes.

e Third, future studies should incorporate mixed methods designs, combining quantitative measures of
economic growth, income generation, and employment with qualitative insights into social, cultural, and
behavioral changes. This approach would provide a richer understanding of how capacity-building
initiatives influence community empowerment, social capital, and resilience.

e  Fourth, research could focus on the role of digitalization and technology in enhancing capacity-building
outcomes. As Tanzanian communities increasingly adopt digital tools for entrepreneurship, financial
literacy, and market access, examining their impact could identify best practices and technological
enablers for nonprofit programs.

o  Fifth, future studies should investigate the dynamics of partnerships between nonprofit organizations,
government agencies, and private sector actors. Understanding the synergies, challenges, and
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collaborative strategies that enhance program effectiveness can inform policies for better coordination
and resource allocation.

e Finally, research should explore the unintended consequences or limitations of capacity-building
interventions. By identifying both successes and areas where programs fall short, future research can
contribute to the design of more inclusive, equitable, and context-appropriate strategies for local
economic development.

e Overall, adopting these strategies will strengthen the evidence base for nonprofit-led capacity-building
initiatives and provide actionable insights for policymakers, practitioners, and scholars working to foster
sustainable local economic growth in underserved Tanzanian communities.
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