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Senior 1
Term 3
THEME: START UP PROCESS

Topic 1/2: Business Start-up process

Competency: The learner follows the steps involved in starting a business, saves money and

invests in a profitable venture.
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STEPS IN STARTING A BUSINESS

Scenario question 1

Imagine you are an Entrepreneurial student, discuss the factors that enhance business start-
ups and explain why they think these factors are important.

Model Answer

Starting a business is not just about having an idea — certain factors enhance business
start-ups and make them more likely to succeed. These factors are important because they
provide the foundation for stability, growth, and sustainability.

Factors that Enhance Business Start-ups

(i)

(ii)

(i)

(iv)

(v)

Adequate Capital

Importance: Capital provides funds for equipment, stock, rent, and marketing.
Without it, businesses struggle to operate.

Example: A tailoring shop in Kampala succeeds because the owner secures enough
money to buy sewing machines and fabrics.

Good Business Idea

Importance: A viable idea ensures the business meets real needs and attracts
customers.

Example: Selling solar lamps in rural Uganda where electricity is scarce.
Market Research
Importance: Understanding customer needs and competition reduces risks.

Example: A bakery surveys customers to confirm demand for millet flour cakes before
launching.

Entrepreneurial Skills

Importance: Skills in management, marketing, and innovation help run the business
effectively.

Example: A farmer trained in agribusiness uses modern techniques to increase yields
and profits.

Government Support

Importance: Policies, tax incentives, and training programs encourage
entrepreneurship.

Example: Youth accessing government loans through programs like the Youth
Livelihood Fund.
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(vi) Technology Use
Importance: Technology improves efficiency, communication, and market reach.
Example: Entrepreneurs using mobile money and social media to sell products.
(vi)  Good Location
Importance: A strategic location ensures access to customers and suppliers.
Example: A stationery shop near a school benefits from steady demand.
(viii)  Networking and Partnerships

Importance: Connections with suppliers, customers, and other entrepreneurs
strengthen growth.

Example: A fashion designer partnering with influencers to market clothes.
(ix) Hard Work and Commitment
Importance: Dedication helps overcome challenges and build trust with customers.

Example: A shop owner working long hours to grow their business despite
competition.

(x) Risk Management
Importance: |dentifying and minimizing risks ensures stability.
Example: Farmers insuring crops against drought to avoid total loss.
Why These Factors Are Important
(i) They reduce risks and increase chances of survival.
(ii) They ensure the business is profitable and sustainable.
(iii) They help entrepreneurs adapt to changes in the market.

(iv) They contribute to community development through jobs, services, and innovation.

Scenario question 2
Imagine you are a trader, identify steps of starting a business.
Model Answer

Starting a business requires careful planning and execution. Here are the main steps of
starting a business, explained with examples:

Steps of Starting a Business

(i) Identify an Opportunity: Spot/identify a gap in the market or a need in society.
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(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

Example: Realizing that rural communities lack affordable solar lighting, an
entrepreneur can start a solar lamp business.

Generate a Business Idea: Develop a clear concept of what product or service you will
offer.

Example: A graduate decides to start a poultry farm to meet the growing demand for
eggs and chicken in Kampala.

Conduct Market Research: Study customers, competitors, and trends to understand
feasibility.

Example: Interviewing boda-boda riders to learn their challenges before starting a
motorcycle repair shop.

Prepare a Business Plan: Write a structured document outlining goals, strategies,
costs, and expected profits.

Example: A youth cooperative drafts a plan for a tailoring workshop, including startup
costs, marketing, and expected income.

Mobilize Resources: Gather capital, labor, and materials needed to start operations.

Example: Using savings, borrowing from SACCOs, or applying for government
programs like Emyooga.

Register the Business: Comply with legal requirements such as licenses and permits.

Example: Registering a small bakery with the Uganda Registration Services Bureau
(URSB).

Set Up Operations: Acquire premises, equipment, and staff to begin production or
service delivery.

Example: Renting a shop in Kampala to sell mobile phones and accessories.
Market the Business: Promote products or services to attract customers.

Example: Using social media platforms like WhatsApp and Facebook to advertise
handmade crafts.

Manage and Sustain: Monitor performance, adapt to changes, and reinvest profits for
growth.

Example: A farmer reinvesting profits into irrigation systems to sustain crop
production during dry seasons.

P a g e | 5Download free primary notes from digitalteachers.co.ug website



Summary: Starting a business involves opportunity identification, planning, resource
mobilization, legal compliance, and effective management. Entrepreneurs who follow these
steps can create enterprises that benefit both themselves and their communities.

Scenario question 3

Imagine you are an Entrepreneurial student, explain the meaning of a budget and discuss its
role in business development.

Model Answer

A budget is a financial plan that estimates income and expenditure over a specific period. In
business, it acts as a roadmap for managing resources, controlling costs, and achieving goals.

Meaning of a Budget

A budget is a detailed plan showing expected revenues (sales, loans, investments) and
expenses (rent, salaries, raw materials, marketing).

It helps entrepreneurs allocate resources wisely and avoid overspending.

Example: A poultry farmer prepares a monthly budget estimating feed costs, veterinary
services, and expected income from egg sales.

Role of a Budget in Business Development

(i) Resource Allocation: Ensures money is directed to the most important activities.
Example: A tailoring shop allocates funds for fabrics, rent, and marketing.

(ii) Financial Control: Helps monitor income and expenses to prevent losses.
Example: A supermarket uses a budget to track daily sales against stock purchases.

(iii) Decision Making: Provides data for making informed choices about expansion or cost-
cutting.

Example: A bakery decides whether to invest in a new oven based on budget
projections.

(iv) Profit Planning: Estimates expected profits and guides strategies to increase them.

Example: A farmer calculates expected profits from maize sales after deducting
production costs.

(v) Risk Management: Prepares businesses for uncertainties by setting aside reserves.
Example: A transport company budgets for fuel price fluctuations.

(vi) Performance Evaluation: Compares actual results with planned figures to measure
success.
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Example: A school compares budgeted fees with actual collections to assess financial
health.

(vii)  Growth and Expansion: Supports long-term planning and investment in new
opportunities.

Example: A mobile money agent uses surplus funds from the budget to open another
branch.

Summary: A budget is more than a financial document — it is a strategic tool that guides
businesses in resource allocation, financial control, profit planning, and growth. Without a
budget, businesses risk overspending, poor decision-making, and eventual failure.

SOURCES OF BUSINESS FINANCE
Scenario question 4

Imagine you are an Entrepreneurial student, discuss the sources of business finance and
justify why these sources are a starting point.

Model Answer

A source of business finance refers to where entrepreneurs obtain money to start, run, or
expand their businesses. These sources are considered a starting point because without
finance, even the best ideas cannot be implemented.

Sources of Business Finance

(i) Personal Savings: Money saved by the entrepreneur.

Importance: It shows commitment, avoids debt, and is readily available.
Example: A student uses savings to start a small stationery shop.

(ii) Family and Friends: Financial support from relatives or close associates.
Importance: Easy to access, often with flexible repayment terms.
Example: Parents provide capital for a poultry project.

(iii) Bank Loans: Borrowed money from commercial banks.

Importance: Provides large amounts of capital for expansion.
Example: A farmer borrows from Centenary Bank to buy tractors.

(iv) Microfinance Institutions: Small loans offered to individuals and groups.

Importance: Accessible to low-income entrepreneurs, especially in rural areas.

Example: A women’s group borrows from a SACCO to start a tailoring business.
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(v) Government Programs: Grants or loans provided by the state.
Importance: Encourages youth and women entrepreneurship.
Example: Youth Livelihood Fund supporting start-ups in Uganda.

(vi) Trade Credit: Suppliers allow businesses to buy goods and pay later.
Importance: Helps businesses operate without immediate cash.
Example: A shopkeeper receives goods on credit from a wholesaler.

(vii)  Investors/Shareholders: Individuals or companies provide capital in exchange for
ownership or profit share.

Importance: Provides large funds and expertise.
Example: A tech start-up attracts investors to develop mobile apps.
(viii)  Retained Profits: Profits reinvested back into the business.
Importance: Sustainable source of finance without external borrowing.
Example: A bakery reinvests profits to buy a new oven.
Why These Sources Are a Starting Point
(i) Finance is the foundation of any business — without it, ideas remain unimplemented.
(ii) They provide initial capital for equipment, rent, raw materials, and marketing.
(iii) They reduce financial risks by diversifying funding options.

(iv) They enable growth and sustainability, ensuring businesses can expand and compete.

Scenario question 5

Imagine you are an Entrepreneurial student, assess the benefits and challenges of each
source of business finance.

Model Answer

To assess the benefits and challenges of each source of business finance, let’s break them
down clearly. This helps entrepreneurs understand which sources are suitable depending on
their stage, resources, and goals.
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Sources of Business Finance: Benefits and Challenges

Source

Benefits

Challenges

Personal Savings

- Easy to access - Shows
commitment - No repayment or
interest

- Often limited - May drain
personal reserves - Risk of
losing all savings

Family and Friends

- Flexible repayment - Quick
access - Builds trust and support

- May strain relationships -
Limited amounts - Informal
agreements can cause
disputes

Bank Loans

- Large capital available -
Structured repayment - Builds
credit history

- Requires collateral - High
interest rates - Risk of default
and asset loss

Microfinance
Institutions

- Accessible to low-income
groups - Encourages group
lending - Supports rural
entrepreneurs

- Small loan sizes - High
interest compared to banks -
Strict repayment schedules

Government Programs

- Grants or low-interest loans -
Encourages youth/women
entrepreneurship - Provides
training and mentorship

- Bureaucracy and delays -
Limited coverage - Risk of
mismanagement or
corruption

Trade Credit

- No immediate cash needed -
Builds supplier relationships -
Useful for short-term operations

- Risk of debt accumulation -
Dependence on supplier trust
- May affect reputation if
unpaid

Investors/Shareholders

- Provides large funds - Brings
expertise and networks - Shares
business risks

- Loss of full control - Profit
sharing reduces personal
gains - Possible conflicts with
investors

Retained Profits

- Sustainable and internal source
- No debt or interest -
Strengthens long-term growth

- Only available after profits -
Limits expansion if profits are
small - May reduce dividends
to owners

Why These Sources Are Important Starting Points

(i) They provide the initial capital needed to turn ideas into reality.
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(ii) They reduce financial risks by diversifying funding options.
(iii) They enable growth and sustainability, ensuring businesses can expand and compete.

(iv) They build credibility and resilience, especially when combining multiple sources.

SAVINGS AND INVESTMENTS
Scenario question 6

Imagine you are an Entrepreneurial student, explain the factors that determine saving and
investment.

Model Answer

Saving and investment are influenced by several economic, social, and personal factors. These
determine how much individuals or businesses set aside and how they channel those funds
into productive ventures.

Factors that Determine Saving
(i) Level of Income: Higher income allows people to save more.

Example: A teacher with a stable salary can save monthly, while a casual laborer may
struggle.

(ii) Expenditure Patterns: People who control spending can save more.
Example: Families that avoid unnecessary luxuries save for school fees.

(iii) Interest Rates: Higher interest on savings motivates people to deposit money in
banks.

Example: A SACCO offering attractive interest rates encourages members to save.
(iv) Inflation: High inflation reduces the value of money, discouraging saving.
Example: Rising food prices force households to spend more and save less.
(v) Cultural and Social Factors: Some cultures emphasize saving for future security.

Example: In Uganda, many families save for land purchase as a sign of stability.

Factors that Determine Investment

(i) Availability of Capital: Investment requires funds; without capital, ideas remain
unimplemented.

Example: A farmer invests in irrigation after securing a loan.

(i) Profitability Expectations: People invest when they expect good returns.
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(iii)

(iv)

(v)

(vi)

Example: Entrepreneurs invest in boda-boda transport because demand is high.

Government Policies: Supportive policies encourage investment, while heavy taxes
discourage it.

Example: Tax incentives for agro-processing attract investors.
Market Demand: Strong demand motivates investment in production.

Example: High demand for mobile money services leads to more agents opening
outlets.

Technology and Innovation: Access to modern technology makes investment more
efficient.

Example: ICT firms invest in mobile apps because of widespread smartphone use.
Risk and Security: Investors prefer stable environments with low risks.

Example: Political stability in Uganda encourages foreign investment.

Why These Factors Are Important

(i)
(ii)
(iii)

Saving provides the foundation for financial security and future investment.
Investment drives business growth, job creation, and community development.

Together, they ensure economic stability and progress, both for individuals and
society.

Scenario question 7

Imagine you are an Entrepreneurial student, explain the reasons for and forms of saving.

Model Answer

Saving is the act of setting aside part of one’s income for future use, while investment is

channeling those savings into productive ventures. People save for different reasons, and

savings can take various forms depending on goals and available options.

Reasons for Saving

(i)

(ii)

(iii)

Future Security: People save to prepare for emergencies, illness, or old age.
Example: Families keep money aside for medical bills.

Education: Savings help pay school fees and related expenses.

Example: Parents save monthly to ensure children stay in school.
Investment: Savings provide capital for starting or expanding businesses.

Example: A farmer saves profits to buy irrigation equipment.
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(iv) Asset Acquisition: People save to buy land, houses, or vehicles.
Example: A teacher saves to purchase a plot of land.

(v) Consumption Goals: Savings help meet future consumption needs like weddings or
holidays.

Example: Youth save for traditional marriage ceremonies.

(vi) Risk Management: Savings act as insurance against unexpected losses.
Example: Traders save to cushion against market fluctuations.

Forms of Saving

(i) Bank Savings: Depositing money in commercial banks.
Importance: Safe, earns interest, and builds financial discipline.

(ii) SACCOs and Microfinance: Community-based savings groups.
Importance: Accessible, encourages group solidarity, and provides loans.

(iii) Mobile Money Savings: Saving through mobile money platforms.
Importance: Convenient, secure, and easy to access anytime.

(iv) Informal Savings: Keeping money at home or in rotating savings groups.
Importance: Simple, but risky due to theft or misuse.

(v) Investment Savings: Saving by buying shares, bonds, or real estate.
Importance: Generates returns and builds wealth.

(vi) Insurance Savings: Saving through insurance policies for health, education, or
retirement.

Importance: Provides long-term security and risk coverage.

Summary: People save for security, education, investment, asset acquisition, and risk
management, while forms of saving include banks, SACCOs, mobile money, informal groups,
investments, and insurance. These savings are crucial because they provide stability, enable
investment, and promote economic development.

Scenario question 8

Imagine you are an Entrepreneurial student, how to prepare a savings plan and factors
considered.

Model Answer

A savings plan is a structured roadmap for setting aside money regularly to achieve financial
goals. Preparing one requires clear steps and consideration of key factors to ensure it is
realistic, sustainable, and effective.
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Steps in Preparing a Savings Plan

(i)

(ii)

(iii)

(iv)

(v)

(vi)

Assess Financial Situation: Track income and expenses to know how much can be
saved.

Example: A teacher calculates monthly salary minus rent, food, and transport to
determine surplus.

Set Savings Goals: Define specific, measurable, achievable, relevant, and time-bound
(SMART) goals.

Example: Save UGX 2,000,000 in one year for school fees.
Create a Budget: Allocate income to needs, wants, and savings (e.g., 50/30/20 rule).
Example: 50% for essentials, 30% for leisure, 20% for savings.

Choose Savings Method: Decide where to save: bank, SACCO, mobile money, or
investment.

Example: Using a SACCO for group savings and access to loans.

Automate Savings: Set up automatic transfers to savings accounts to avoid spending
temptations.

Example: Mobile money auto-deduction every payday.

Monitor and Adjust: Regularly review progress and make changes if income or
expenses shift.

Example: Increasing savings after getting a salary raise.

Factors Considered in a Savings Plan

(i)
(ii)
(iii)

(iv)
(v)

(vi)
(vii)

Income Level: Determines how much can realistically be saved.

Expenditure Patterns: High spending reduces savings potential.

Savings Goals: Short-term (school fees, emergencies) vs. long-term (retirement,
house).

Time Frame: Longer periods allow gradual accumulation.

Interest Rates: Higher rates encourage saving in banks or SACCOs.

Risk Factors: Inflation, emergencies, or unstable income affect savings ability.
Discipline and Commitment: Consistency is key to achieving savings goals.

Summary: Preparing a savings plan involves assessing finances, setting goals, budgeting,
choosing methods, automating, and monitoring progress. The plan must consider income,
expenses, goals, time frame, interest rates, risks, and discipline. These factors ensure the
savings plan is practical and effective in supporting both short-term and long-term financial
development.
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Scenario question 9

Imagine you are an Entrepreneurial student, discuss the factors to consider before taking an
investment decision.

Model Answer

Before making an investment decision, an entrepreneur or investor must carefully evaluate
several factors. These determine whether the investment will be profitable, sustainable, and
aligned with their goals.

Factors to Consider Before Taking an Investment Decision
(i) Availability of Capital: Investment requires adequate funds.
Importance: Without sufficient capital, the project may stall or collapse.

Example: A farmer must ensure they have enough money to buy irrigation equipment
before committing.

(ii) Expected Profitability: The investment should generate returns greater than the
costs.

Importance: Profitability ensures sustainability and growth.

Example: A trader invests in importing goods only if expected sales exceed expenses.
(iii) Market Demand: Strong demand for the product or service is essential.

Importance: High demand reduces risks and increases chances of success.

Example: Mobile money agents thrive because of widespread demand for digital
transactions.

(iv) Risk Assessment: Consider possible risks such as inflation, competition, or political
instability.

Importance: Helps prepare strategies to minimize losses.
Example: Farmers choose drought-resistant crops to reduce climate risks.

(v) Government Policies:Taxes, regulations, and incentives influence investment
decisions.

Importance: Supportive policies encourage investment, while heavy taxation
discourages it.

Example: Agro-processing firms invest more when given tax holidays.

(vi) Technology and Innovation: Access to modern technology improves efficiency and
competitiveness.
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Importance: Outdated methods may lead to losses.

Example: ICT firms invest in mobile apps because of widespread smartphone use.
(vii) Time Frame: Some investments yield quick returns, while others take years.

Importance: Investors must align time frames with their financial needs.

Example: Real estate requires patience compared to retail trade.

(viii)  Legal and Ethical Considerations: Investments must comply with laws and ethical
standards.

Importance: Avoids fines, closure, and reputational damage.
Example: Registering a business with URSB before operations.

(ix) Availability of Skilled Labor: Skilled workers are necessary for production and service
delivery.

Importance: Lack of expertise reduces efficiency.
Example: A factory requires trained technicians to operate machines.

(x) Social and Environmental Impact: Consider how the investment affects the
community and environment.

Importance: Positive impact builds goodwill and sustainability.
Example: Recycling businesses reduce waste and create jobs.

Summary: Investment decisions must be guided by capital, profitability, demand, risks,
policies, technology, time frame, legal compliance, labor, and social impact. These factors
are important because they ensure the investment is feasible, profitable, sustainable, and
beneficial to both the investor and society.

Scenario question 10

Imagine you are an Entrepreneurial student, discuss factors that are considered for locating
a business.

Model Answer

Locating a business is a critical decision because it directly affects access to customers, costs,
and long-term success. Entrepreneurs must weigh several factors before choosing where to
set up operations.

Factors to Consider for Locating a Business

(i) Availability of Market: Businesses should be close to customers to ensure steady
demand.
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Example: A stationery shop near a school benefit from daily student purchases.

(ii) Accessibility and Transport: Easy access for customers, suppliers, and workers is
essential.

Example: A wholesale shop located near a main road attracts more buyers.

(iii) Cost of Land and Rent: Affordable premises reduce expenses and increase
profitability.

Example: A farmer chooses cheaper rural land for poultry farming instead of expensive
urban plots.

(iv) Availability of Raw Materials: Businesses relying on raw materials should locate near
sources to cut transport costs.

Example: A sugar factory near sugarcane plantations in Jinja.

(v) Infrastructure: Good roads, electricity, water, and internet support smooth
operations.

Example: A bakery requires reliable electricity for ovens.

(vi) Government Policies: Tax incentives, zoning laws, and regulations influence location
choices.

Example: Investors set up industries in areas with tax holidays.
(vii) Security: Safe areas protect property, workers, and customers.
Example: Shops avoid areas with frequent theft or political unrest.
(viii)  Labor Supply: Skilled and affordable workers must be available nearby.
Example: A factory locates near towns with technical schools to access trained labor.

(ix) Competition: Too much competition may reduce profits, while some competition can
attract customers.

Example: A restaurant avoids areas already saturated with similar eateries.

(x) Future Growth Potential: Locations with expanding populations and infrastructure
promise long-term success.

Example: Businesses set up in fast-growing suburbs of Kampala.

Summary: Choosing a business location requires balancing market access, costs,
infrastructure, policies, security, labor, competition, and growth potential. A good location
ensures profitability, sustainability, and community impact.
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INTRODUCTION TO GOVERNMENT REVENUE
Scenario question 11

Imagine you are an Entrepreneurial student, explain the meaning of government revenue
and why the government needs revenue.

Model Answer
Meaning of Government Revenue

Government revenue refers to the money collected by the state from various sources to
finance its activities.

It mainly comes from taxes, fees, fines, grants, and income from government enterprises.

Example: Uganda Revenue Authority (URA) collects taxes on goods, services, and income to
fund national programs.

Why the Government Needs Revenue

(i) Provision of Public Services: Revenue funds education, healthcare, security, and
infrastructure.

Example: Taxes pay teachers’ salaries and build schools.

(ii) Economic Development: Revenue supports roads, electricity, and industries that
stimulate growth.

Example: Government invests in highways to ease trade.

(iii) Administrative Expenses: Revenue pays civil servants and maintains government
institutions.

Example: Salaries for police officers and judges come from government revenue.
(iv) National Security: Revenue funds defense and law enforcement.

Example: Financing the army and police to maintain peace.
(v) Debt Servicing: Revenue is used to repay loans and interest.

Example: Uganda uses part of its revenue to settle international debts.

(vi) Social Welfare: Revenue supports vulnerable groups through subsidies and relief
programs.

Example: Government provides food aid during droughts.

(vii) Stabilizing the Economy: Revenue helps regulate inflation and unemployment
through policies.

Example: Subsidizing agriculture to stabilize food prices.
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Summary: Government revenue is the lifeblood of the state, enabling it to provide services,
maintain security, pay debts, and promote development. Without adequate revenue,
governments cannot function effectively or meet citizens’ needs.

Scenario question 12
Imagine you are an Entrepreneurial student, discuss the sources of government revenue.
Model Answer

Government revenue comes mainly from taxes, non-tax charges, grants, and income from
state enterprises. Uganda, like many developing economies, relies heavily on taxation (over
90% of domestic revenue), while non-tax sources and donor grants play smaller but important
roles.

Major Sources of Government Revenue

(i) Tax Revenue
Direct Taxes: Income tax (individual and corporate), Pay-As-You-Earn (PAYE).
Indirect Taxes: Value Added Tax (VAT), excise duty, customs duty.
Importance: Provides the bulk of Uganda’s revenue (over 90%).
Example: Corporate tax at 30% on company profits.

(ii) Non-Tax Revenue:
Fees, licenses, fines, royalties, administrative charges, dividends from state
enterprises.

Example: Road license fees, court fines, and dividends from Uganda Airlines.
Accounts for about 8-9% of domestic revenue.

(iii) Grants and Aid
(iv) External support from donors and international organizations.

Example: World Bank or IMF grants for infrastructure and health programs.

In Uganda, grants contributed about 1.9% of total revenue in Q2 2025/26.
(v) Borrowing

Loans from domestic and international sources.

Importance: Used to finance deficits but increases national debt.

Example: Government issuing treasury bills and bonds.

(vi) Income from State Enterprises
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Profits and dividends from government-owned companies.

Example: Uganda Electricity Generation Company contributing revenue through

energy sales.

Summary Table

Source

Examples

Importance

Tax Revenue

Income tax, VAT, excise duty

Main source (over 90%)

Non-Tax Revenue

Fees, fines, royalties, dividends

Supplements tax revenue

Grants/Aid

World Bank, IMF, donor programs

Supports development projects

Borrowing

Treasury bills, foreign loans

Covers deficits but adds debt

State Enterprises

Uganda Airlines, energy firms

Provides dividends and profits

Why These Sources Matter

(i) Taxes ensure stable funding for public services.

(i) Non-tax revenue diversifies income streams.

(iii) Grants and aid support development but are unreliable long-term.

(iv) Borrowing fills gaps but must be managed to avoid debt crises.

(v) State enterprises strengthen self-reliance and reduce dependence on external

sources.

Vote Dr. Bbosa Science President of Uganda 2031->

Time, t, is now!!!
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