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ABSTRACT 

This study investigated the relationship between tax holidays and industrialization in the Namanve Industrial Area, 

Mukono District. Using multiple linear regression analysis, the research aimed to determine the extent of giving tax 

holidays to businesses, assess the level of industrial development, and examine the influence of tax holidays on 

industrialization. The findings revealed that the extent of tax holidays was significantly influenced by tax policy index 

(β = 0.495, p < 0.01), government incentive policies (β = 0.258, p < 0.05), and awareness levels (β = 0.4699, p < 0.01). 

These results highlighted the importance of clear, structured policies and public awareness in enhancing the 

effectiveness of tax holidays. The level of industrial development was significantly driven by employment growth (β = 

0.1976, p < 0.01), infrastructure development (β = 0.4311, p < 0.01), and foreign investment rates (β = 0.3458, p < 

0.01). These findings underscored the need for investments in infrastructure and strategies to attract foreign investors 

as key enablers of industrial development. Additionally, the analysis revealed that tax holidays positively influenced 

industrialization (β = 0.7348, p < 0.01), with supporting roles played by infrastructure (β = 0.5105, p < 0.01) and 

foreign investments (β = 0.2813, p < 0.05). The study concluded that while tax holidays are a critical tool for 

promoting industrialization, their effectiveness depends on complementary factors such as robust infrastructure, 

employment growth, and foreign investment. Recommendations included strengthening tax policies, enhancing public 

awareness, investing in infrastructure, encouraging job creation, and fostering foreign investment through simplified 

processes and attractive incentives. The study emphasized the importance of integrated policy frameworks to ensure 

sustainable industrial growth in Namanve Industrial Area. 

Keywords: Tax holidays, industrialization, infrastructure, employment growth, foreign investments, Namanve 

Industrial Area, Uganda. 

Background of the study 

The Kampala Industrial and Business Park (KIBP), commonly referred to as Namanve Industrial Park, is one of 

Uganda’s most significant industrial zones. Situated along the Kampala-Jinja highway and spanning over 2,200 acres, 

the park hosts approximately 300 factories with plans to accommodate more than 500 by 2025. This expansion is 

expected to create over 200,000 direct jobs, furthering Uganda's industrial ambitions (Winny et al., 2023). These jobs 

span critical sectors such as manufacturing, logistics, and renewable energy, providing livelihoods and reducing 

unemployment rates in the region (Nelson & Christopher, 2022). 

 

Tax holidays and fiscal incentives have been central to the park's development (Alex & Kazaara, 2023). Investors 

benefit from exemptions on import duties for machinery, corporate income tax holidays for a specified period, and 
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reductions in value-added tax (VAT) on locally manufactured goods. These measures significantly reduce the cost of 

doing business, attracting both local and international investors. Notable companies operating in Namanve include 

Roofings Limited, which produces high-tensile steel, and Plascon Uganda, known for its innovative anti-malarial paint. 

Quality Chemicals Limited has also leveraged these incentives to produce affordable pharmaceuticals locally, reducing 

reliance on imported medicines (Sarah & Audrey, 2024). The economic contributions of Namanve Industrial Park are 

substantial. By promoting local production, the park has reduced Uganda’s dependency on imports, saving foreign 

exchange and boosting GDP (Victor et al., 2022). During the COVID-19 pandemic, industries in Namanve played a 

critical role in supplying essential goods such as surgical gloves and masks when global supply chains were disrupted. 

Additionally, companies like Fei Long Investment Ltd have embraced environmentally sustainable practices, including 

recycling plastic into fabric, further enhancing the park’s economic and environmental impact. Infrastructure 

development has been a cornerstone of the park’s success (Sarah et al., 2024). The government has heavily invested in 

roads, power distribution, water systems, and fiber-optic networks to support businesses operating within the park. For 

example, 44 kilometers of internal roads have been paved, and high-capacity power grids have been installed to meet 

industrial demands (Sarah & Audrey, 2024). These improvements lower operational costs and create a competitive 

environment, attracting additional investors and enabling existing ones to expand their operations. 

 

Despite these achievements, challenges remain. Incomplete infrastructure projects, such as sewage systems and waste 

management facilities, have hindered optimal operations for some businesses. Power outages and limited transport 

networks continue to pose barriers to productivity (Julius et al., 2024). Addressing these challenges is critical to 

ensuring the park's long-term viability and its role as a driver of industrialization in Uganda (Polycarp et al., 2023). The 

provision of tax holidays has also sparked debates about their implications for public revenue. While these incentives 

attract investment and create jobs, they can result in significant short-term revenue losses for the government 

(Christopher et al., 2022). To address this, Uganda has implemented stringent criteria for granting tax holidays, 

prioritizing investments that promise substantial employment, technology transfer, and export growth. This balanced 

approach aims to maximize the socio-economic benefits of tax incentives while mitigating potential fiscal risks. 

Statement of the problem 

The development of Namanve Industrial Area in Mukono District reflects Uganda's ambition to use tax holidays as a 

catalyst for industrialization. Established in 1997 and now housing close to 300 operational factories, the area is 

expected to expand to over 500 factories by 2025 (Amos et al., 2024). While the industrial park has significantly 

contributed to job creation and import substitution, it faces persistent challenges, including delays in infrastructure 

completion, inconsistent utility supply, and environmental concerns (Ramadhan, Alex, Kazaara, et al., 2023). The 

government has made substantial investments in road networks, power distribution systems, and modern facilities, 

supported by tax holidays and other incentives aimed at attracting investors (Ramadhan, Alex, Ariyo, et al., 2023). Tax 
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holidays have been instrumental in increasing industrial activity by incentivizing both local and foreign investors. 

However, concerns about their long-term effectiveness persist, as some industries struggle with operational 

inefficiencies such as frequent power outages and unmet environmental compliance standards (Tasha et al., 2023). 

Furthermore, delays in infrastructure development continue to affect the park’s potential for fostering sustained 

economic growth and local manufacturing. These challenges highlight the critical need for improved governance and 

strategic planning to ensure that tax holidays effectively drive industrialization.  

Specific objectives 

1. To find out the extent of giving tax holidays to businesses in Namanve industrial area, Mukono District. 

2. To find out the level of industrial development in Namanve industrial area, Mukono District. 

3. To find out the relationship between tax holidays and industrialization in Namanve industrial area, Mukono 

District. 

Methodology 

Due to the characteristics of the variables that were at hand, the study used a descriptive approach to study to provide 

the data needed for qualitative as well as quantitative evaluation, allowing for the simultaneous characterization of 

views, opinions, and beliefs at any given time (Jallow et al., 2022). Tables were used to convey information that was 

quantitative. In order to determine the distribution of characteristics in the study population, which aided in the 

collection of primary data, the method of descriptive research was also adopted (Abiodun Nafiu, 2012). The descriptive 

aspect of the qualitative research design will help the investigator accomplish the study's goals. Variables that cannot 

be accurately quantified with numbers and statistics were assigned using expressions (Maiga et al., 2021). A 

mathematical version of the quantitative study design was used. Sampling procedure refers to choosing part of a 

population to use to test hypotheses about the entire population (Nafiu, 2012). The procedures included simple random 

sampling and purposive sampling and were used to select respondents in the study. The percentage of the population 

chosen to represent the entire population in the study is what the investigator refers to as the sample size. A sample, 

according to (Maiga et al., 2021), is a subset of individuals with similar features that has been chosen for observation 

and study. From a target demographic of 60 people living there, the investigator took into account a sample size of 56 

participants. Using the preset specifications on sample size by Krejcie Robert, V., and Morgan Daryle, W. (1970), the 

sample size was calculated at a confidence level of 0.05. Only 32 industrial workers, 14 community residents, and 10 

Mukono District Council staff members made up the sample group, which included 56 study participants in the 

Namanve zone. Mukono Region (Sarah et al., 2024). 

Ahuja Ram (2010), defines sampling as the act or process of selecting a suitable sample of the population for the 

purpose of determining parameters of characteristics of the whole population, and these can be either probability or 

non- probability sampling techniques (Nafiu, 2012). 

Staff members from the Mukono District Council were participants in this study, and they served as important 
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participants. The participants in the group of manufacturing employees and neighbors were chosen using simple 

random selection (Nafiu et al., 2017). The study's participants, who included 14 neighborhood residents and 32 

industrial workers, were chosen using simple random sampling, with special care devoted to including both male and 

female respondents in the study regionPurposive sampling technique was used to select units into the sample which 

includes staff members from Mukono District (Olanrewaju et al., 2021). This technique is based on characteristics of a 

population and the objective of the study. The researcher used this technique because it is very useful in situations 

when you need to reach a targeted sample quickly and where sampling for proportionality is not the main concern 

(Nafiu, 2012). Purposive sampling is less costly, more readily accessible, more convenient and select only those 

individuals that are relevant to research design. Besides this, there is no way to ensure that the sample is truly 

representative of the population, and more emphasis is placed on the ability of the researcher to assess the elements of 

the population (Rasheed et al., 2022). 

According to Syed Muhammad Sajjad Kabir (2016), data collection is the process of acquiring data and analyzing 

information on relevant variables in a predetermined systematic way that allows one to respond to specified research 

questions, test hypotheses, and assess results (A. Nafiu et al., 2012). The investigator employed both secondary and 

primary data methods to get information about qualitative as well as quantitative information. In order to gather data, 

various techniques including questionnaires and interviews were used (Aslam et al., 2022). These were used to gather 

information from every one of the community residents and workers at factories in the Namanve Industrial Area in the 

Mukono District. The statistical package for social science (SPSS) tool was used by the person conducting the study to 

compute percentages, frequency, and tabulate replies, as well as to employ qualitative as well as quantitative types of 

data (Nelson et al., 2022). To find and correct mistakes made by respondents, data was modified. The responses to the 

questions were then coded into several categories. The data were analyzed using descriptive statistics like frequency 

distribution and proportions (Nafiu et al., 2012). The responses were all grouped according to their theme categories 

and the information they contained were evaluated for qualitative data using content analysis techniques. Presentation 

materials included tables, charts, and figures. Software from the Statistical Package for Social Sciences (SPSS) was 

employed to assist in data analysis. 

Results 

Table 1: Extent of Giving Tax Holidays to Businesses 

Predictor Variable Coefficient (β) Std. Error t-Statistic p-Value 
95% Confidence 

Interval 

Constant 2.963 0.343 8.645 <0.001 [2.287, 3.639] 
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Tax Policy Index 0.495 0.027 18.16 <0.001 [0.441, 0.549] 

Government Incentive 

Policy 
0.258 0.041 6.227 <0.001 [0.176, 0.340] 

Awareness Levels 0.4699 0.059 7.926 <0.001 [0.353, 0.587] 

 

The tax policy index, with a coefficient of 0.495, emerges as the strongest determinant. This implies that for every one-

unit improvement in tax policy practices, the extent to which businesses receive tax holidays increases by 0.495 units, 

holding other factors constant. This finding underscores the critical role of structured and business-friendly tax policies 

in encouraging the implementation of tax holiday schemes. 

The government incentive policy is also a significant predictor, with a coefficient of 0.258, indicating that better-

designed government incentive programs lead to a corresponding 0.258-unit increase in the prevalence of tax holidays. 

This shows that when governments offer more attractive incentives, such as subsidies or reduced administrative 

burdens, they create an enabling environment for the broader application of tax holidays. 

Furthermore, awareness levels have a substantial impact, with a coefficient of 0.4699, demonstrating that educating 

businesses and stakeholders about the availability and benefits of tax holidays leads to a significant increase in their 

adoption. This finding highlights the need for robust information dissemination strategies to ensure that potential 

beneficiaries fully understand and utilize these tax incentives. 

Table 2: Level of Industrial Development 

Predictor Variable Coefficient (β) Std. Error t-Statistic p-Value 
95% Confidence 

Interval 

Constant 6.4301 1.478 4.352 <0.001 [3.516, 9.344] 

Infrastructure Index 0.4311 0.137 3.148 0.002 [0.161, 0.701] 
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Employment Growth 0.1976 0.003 74.097 <0.001 [0.192, 0.203] 

Foreign Investment Rate 0.3458 0.081 4.281 <0.001 [0.186, 0.505] 

 

Among these, employment growth plays a pivotal role, as indicated by its coefficient of 0.1976. This means that for 

every unit increase in employment growth, the level of industrial development rises by 0.1976 units, controlling for 

other variables. This result emphasizes the importance of job creation in spurring industrial growth, as increased 

employment opportunities attract more businesses and investments to the area, creating a cycle of economic growth. 

 

The infrastructure index also has a notable influence, with a coefficient of 0.4311, suggesting that investments in 

infrastructure contribute significantly to industrial development. For instance, improving transportation networks, 

utilities, and communication systems directly supports industrial activities by reducing operational costs and enhancing 

efficiency, making Namanve Industrial Area more attractive to investors. 

 

Additionally, the foreign investment rate shows a positive and significant impact, with a coefficient of 0.3458. This 

finding indicates that every unit increase in foreign investments leads to a 0.3458-unit improvement in industrial 

development. This underscores the need for policies that attract foreign investors, such as simplified investment 

processes, tax incentives, and assurances of political stability. Together, these factors reveal that industrial 

development in Namanve is highly dependent on employment, infrastructure, and foreign investment, all of which 

require coordinated policy interventions for sustained growth. 

Table 3: Relationship Between Tax Holidays and Industrialization 

Predictor Variable Coefficient (β) Std. Error t-Statistic p-Value 
95% Confidence 

Interval 

Constant 4.1262 0.623 6.627 <0.001 [2.898, 5.354] 

Tax Holidays Usage 0.7348 0.056 13.042 <0.001 [0.624, 0.846] 
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Infrastructure Index 0.5105 0.056 9.105 <0.001 [0.400, 0.621] 

Foreign Investment Rate 0.2813 0.033 8.405 <0.001 [0.215, 0.347] 

 

The usage of tax holidays stands out as the most influential factor, with a coefficient of 0.7348. This indicates that 

businesses that utilize tax holidays significantly contribute to the process of industrialization, with a 0.7348-unit 

increase in industrialization for every one-unit increase in tax holiday usage. This demonstrates that tax holidays are a 

powerful tool for encouraging investment and industrial expansion, as they reduce the financial burden on businesses, 

allowing them to allocate more resources to growth and innovation. The infrastructure index, with a coefficient of 

0.5105, also plays a critical role in industrialization. This finding suggests that improved infrastructure not only 

supports existing industries but also attracts new businesses by providing the necessary facilities and resources for 

production. For example, well-developed roads, energy supplies, and technology networks reduce logistical challenges 

and improve the overall efficiency of industrial operations. The foreign investment rate has a positive impact on 

industrialization, with a coefficient of 0.2813. This result signifies that an increase in foreign capital leads to enhanced 

industrialization, as foreign investors bring not only financial resources but also technical expertise, innovation, and 

access to international markets. This finding emphasizes the importance of maintaining a conducive investment climate 

to attract and retain foreign investors who can drive industrial growth in Namanve. 

Conclusions 

The study highlighted that the effectiveness of tax holidays is strongly influenced by government tax policies, incentive 

structures, and the level of awareness among businesses. The tax policy index emerged as the most critical determinant, 

underscoring the need for structured and supportive tax policies. Furthermore, businesses with access to well-designed 

government incentives and adequate information about tax holidays were more likely to take advantage of these 

opportunities. 

 

Industrial development in Namanve was primarily driven by employment growth, infrastructure development, and 

foreign investments. Employment growth was the most influential factor, suggesting that industrialization thrives when 

businesses create more job opportunities. Infrastructure also plays a vital role, as robust systems such as transportation, 

utilities, and communication facilities significantly enhance industrial activities. Similarly, foreign investment was 

found to contribute substantially to industrial growth, bringing much-needed capital and expertise to the area. 
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The analysis revealed that tax holidays are a crucial driver of industrialization. Businesses that benefited from tax 

incentives were able to invest more in growth, innovation, and expansion, resulting in increased industrial activities. 

However, the success of tax holidays in driving industrialization depends on complementary factors, such as strong 

infrastructure and a favorable investment climate that attracts both domestic and foreign investors. 

Recommendations 

The government should review and refine tax policies to ensure they are business-friendly, transparent, and adaptable 

to the needs of different industries. This includes reducing administrative bottlenecks and streamlining processes for 

accessing tax holidays. 

Intensive awareness campaigns should be conducted to educate businesses about the benefits of tax holidays and the 

procedures to access them. This can be achieved through collaboration between government agencies, industrial 

associations, and local media. 

The government and private sector should prioritize investments in infrastructure development, including 

transportation networks, energy supply, water access, and digital connectivity. These improvements will not only 

support existing industries but also attract new investors. 
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