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PREFACE

This Learner’s Textbook has been written in line with the revised
syllabus. The knowledge and skills which have been incorporated are
what is partly required to produce a learner who has the competences
that are required in the 21st century.

This has been done by providing a range of activities which will be
conducted both within and outside the classroom setting. The learner
is expected to be able to work as an individual, in pairs and groups
according to the nature of the activities.

The teacher as a facilitator will prepare what the learners are to learn
and this learner’s book is one of the materials which are to be used to
support the teaching and learning process.

~

LS~p

Associate Professor Betty Ezati
Chairperson,
NCDC Governing Council
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CHAPTER1

INTRODUCTION TO
ENTREPRENEURSHIP EDUCATION

Key Words By the end of this chapter, you should be
able to:

e unemployment e appreciate the purpose of studying

e entrepreneurship Entrepreneurship Education.

e entrepreneur e demonstrate the characteristics of an

e business Entrepreneur.

e creativity e identify and assess risks in business.

e innovations e apply creativity and innovation in

e e-business business.
e explore the benefits and challenges of e-

business.
Introduction

There is a high rate of unemployment in Uganda especially among the
youth; therefore entrepreneurship is seen as the best option to equip
you with the hands on skills, knowledge and competences required for
starting and operating a successful business.

Entrepreneurship will also enable you become a job maker as you
exploit and utilize the abundant resources in the environment through
creativity and innovation. The 215t century requires people with critical
skills that are necessary for gainful production.

Activity 1.1.1

Read the above Introduction and brainstorm on the meaning of
Entrepreneurship and Entrepreneurship Education
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1.1: THE ENTREPRENEUR

1.1.1: Meaning of Entrepreneurship

Entrepreneurship refers to the spirit of taking a risk to set up a
business or an enterprise to produce and sell goods or services in order
to meet the customers’ needs with an aim of earning profits.

Below are examples of entrepreneurship:

Figure 1 Figure 2

Activity 1.1.2: The Entrepreneur

Study the above pictures (Figures 1 & 2) and explain the
different activities taking place.

Entrepreneurship involves doing new things or doing those things
already being done but in a new and better way.

Studying Entrepreneurship will enable you to develop a positive
attitude towards work and business.
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1.1.2: Purpose of Entrepreneurship
Education

Meaning of Entrepreneurship Education

Entrepreneurship education is the process of imparting knowledge,
skills and values in the learners to identify opportunities around them
and undertake business activities with a view of earning profits.

Activity 1.1.3: Why Study Entrepreneurship

Design a poster to advertise why you should study
Entrepreneurship Education. Share your poster with the rest
of the class.

The following are some of the purposes for studying Entrepreneurship
Education:

1. To provide learners with knowledge and skills needed to succeed
in the business environment.

2. To enable learners to identify business opportunities in which
they can invest capital and operate successfully.

3. To enable learners to acquire practical skills which can make
them job creators rather than being job seekers.

4. Toemphasize and help students to develop their imaginative and
risk taking abilities in business.

5. To enable instructors teach the elements of Entrepreneurship
that have been considered unteachable for long and hence break
the myth of entrepreneurs being born and not made.
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1.1.3: Meaning of an Entrepreneur

This is a person who produces new or better goods or services with a
view of selling them to customers and making profit. An entrepreneur
commits his/her resources such as money, time, land, machines and
labour to start and operate a business venture.

Activity 1.1.4
Describe any 2 successful entrepreneurs in your community
stating the qualities that have led to their success.

1.1.4: Characteristics / Qualities of an
Entrepreneur

In business, entrepreneurs must have some qualities, attributes or
characteristics which they should exhibit in order for them to be
successful in their businesses. These qualities or characteristics are
commonly referred to as “personal entrepreneurial characteristics” or
PECs. They may also be referred to as personal entrepreneurial
qualities.

The entrepreneur should have the following qualities:

Opportunity seeking Independent
Information seeking Problem solving
Persistent Risk-taking
Creativity Competitiveness
Innovation Time-consciousness
Initiative Self-confidence

Persuasiveness
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Activity 1.1.5

Study the explanations in the table below, copy it in your
exercise book and write a suitable quality of an entrepreneur
corresponding to each.

1.1.5: Benefits of being an Entrepreneur

Benefits are the gains or advantages that one gets or enjoys by
undertaking a specific action e.g. being in business, taking up a
particular career, doing a job, etc.
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Activity 1.1.6

In groups, conduct an interview in the nearby community and
find out the benefits of being an entrepreneur. Present your
findings to the class and compare with presentations of other
groups.

Activity 1.1.7
Listen to the presentation of a successful entrepreneur and note
the following:

How he/she started the business
What has helped him/her to succeed
The benefits of doing business

The challenges he/she is facing

Any future plans

In your notebooks write a report on the presentation of the
visiting entrepreneur.
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1.2: CREATIVITY AND INNOVATION
Key Words By the end of this topic,
you should be able to

e creativity practise creativity and
e innovation innovation to make new
e business modelinnovations | Products using locally
e product innovation available materials.
e serviceinnovation
e marketinginnovation

Activity 1.2.1

a) Collect different products which reflect creativity and

innovation.
b) Draw unique designs on paper using creative art.
c) Display the different designs in class.

1.2.1: Meaning of Creativity

This is the ability to produce something new through imaginative
skills; a new solution to a problem, a new method or device, or a new
artistic object.

Itis the ability to produce work that is unique and appropriate.

1.2.2: Importance of creativity in business

= Itisused to upgrade products and services.

= It leads to development of new and original ideas.

= It enables an entrepreneur to make proper use of limited
resources.

= Itsolves everyday problems in business.
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1.2.3: How to become creative

= Noting down thoughts/ideas that drop into the mind so that
they are not forgotten.

= Thinking beyond the invisible framework that surrounds
problems or situations.

= Through transferring of technology from one field to another.

= Through using one’s unconscious mind for example by sleeping
on the problem to generate creative solutions.

1.2.4: Innovation in Business

This means to do something in a different or in a better way.

1.2.5: Types of Innovation

= Business model innovations
= Productinnovation

= Service innovation

= Marketing innovation

Activity 1.2.2
Complete the table below by giving two examples for each
of the above types of innovations.

Type of innovation Examples
Business model innovations 1. MTN
2.

Production Innovation

Service Innovation

Marketing Innovation

NN RN e
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Figure 5 Figure 6

Figures 5 and 6 show how you can be innovative and creative by using
local resources to design and make different products.

Activity 1.2.3

a) In groups practice creativity and innovation using locally
available materials to produce new and unique products.

b) Display your products in class.

1.2.6: Importance of Innovation

e |t leads to production of new products which increases variety
for customers to make choice.

e Innovation increases output in an enterprise due to creation of
new and more effective production methods.

e Innovation results into improvement in the quality of products
and services.

e It also leads to market expansion as new products attract new
customers as well as maintaining the old customers.
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1.2.7: How to become innovative [Features
of an Innovator

1. Opportunity oriented: an innovator is opportunity oriented
he/she constantly thinks about new ways of doing things and is
not afraid of trying out new things.

2. Associates with positive people: An innovator usually surrounds
himself/herself with positive people who have positive attitude
towards creating.

3. Extra ordinary persistent: An Innovator is committed to
achieving his/her goals, he/she keeps going and does not let
obstacles get in his/her way.

4. Compelling Vision: Innovative people believe that they are part of
something better to come and that their willingness to contribute
to the vision will make it happen.

Activity 1.2.4

a) In groups discuss the current innovations that have taken
place in your community.

b) State how those innovations have benefited the people in
and around the community.
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1.3: Risks in Business

Key words

risk

risk avoidance
risk reduction
risk transfer

By the end of this topic, you should be
able to appreciate the need to take risks,
the rewards from different types of risks
and the ways of managing risks.

Pictures Showing Examples of Risks in Business

Figure 3

Activity 1.3.1
In groups:

Figure 4

1. Briefly describe the situation in figure 3.

2. Briefly describe the situation in figure 4.

3. Give examples of 5 risks one may encounter in a business.
4. Present your findings to the rest of the class.

1.3.1: Meaning of Risks

A risk is a situation where one is required to make a choice between
two or more alternatives, which may result in differing rewards for
success or penalties for failure.
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Business risk refers to the factors that may have a negative impact on
the profitability or success of a business.

ACTIVITY 1.3.2
1. In groups discuss common risks that affect business in

your community.
2. Suggest ways how these risks can be overcome.

1.3.2: Types of Risks
* The gains or * Moderate gains ¢ High gains or
losses are small or losses losses

1.3.3: The Risk Taking Game

The risk taking game is used to demonstrate risk taking in business,
the types of risks and how you can assess the risk to be taken.
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Setting: The place where the game is to be played should be
spacious enough to allow for adequate throwing
distance. The basket should be in a position, and the
floor marked with masking tape or chalk from say 2 to
14 meters away from the basket.

Steps for the game e Form groups and let each group member
participate in the game.

e Get3small balls of any kind.

e Each group member is free to choose a position
from where to throw the ball, one at a time into
the basket.

e Each group member has three chances of
throwing the ball into the basket. One is free to
change positions each time of throwing the ball.

e When a member throws a ball into the basket
he/she scores marks equal to the distance the
ball was thrown from.

e When the ball falls inside the basket and then
jumps out the member scores negative marks
equal to the distance the ball was thrown from.

The marks scored are recorded where everybody can
see using the following format.
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1.3.4: Assessing Risks

From the ball tossing game you can note that:

e Low risks or very minimal risks e.g. choosing position (one in
the third round) whereby the reward is similarly minimal.

e Moderate risks e.g. choosing positions (four and five) where the
chance of gaining is almost half just like that of losing.

e High Risks e.g. choosing positions beyond ten where the chance
of losing is much higher than that of gaining.

Entrepreneurs should not risk more than they can afford to lose.
Success will be easier to achieve if one is willing to and is able to take
the necessary and calculated risks. The outcome of taking a risk is
normally not known but it must be evaluated. It involves potential
success and potential loss; the greater the possible loss, the greater
the risk involved. Risks can be assessed basing on the following
factors:

= Experience and abilities of the person or persons involved in the
business

= Viability of the business idea

= Availability of a market

= Pricing policies and strategies

= Cash flow; capital requirement

= Flexibility of the business

= Honesty and reliability of the entrepreneur

1.3.5: Risk Management in Business

Business is all about risk taking and management and therefore, one
should not fear taking it, but should rather assess and weigh the kind
of risk to take.

Risks can therefore be minimized using the following methods:
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Risk avoidance These are measures that can help to prevent the
risk from occurring. For example, a driver should
not drink and drive.

Risk reduction This is the taking of measures to minimize the
likely loss or chances of the risk happening. For
example putting in place fire extinguishers or
having a standby generator.

Risk transfer This is when the burden of taking responsibility of
a risk is shifted to another party. For example
taking an insurance policy against fire, accident,
and theft.

Activity 1.3.3

In your notebooks:

a) make a list of any 4 possible risks in your school.

b) explain the strategies/ways that can be undertaken by the
school to minimize the risks.

¢) hand in your books for marking.

1.4: Technology and Business

Key words By the end of this topic, you

e e-business should be able to practise doing
e technology e-business and teach your

e networking community to do the same.

e Internet

e Facebook
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The way people do business has been changing drastically for the last
ten years. Business can be transacted using many safe, convenient and
very fast means. You no longer have to move across nations to
purchase commodities. It can be done using modern technological
tools and software.

Figure 14 illustrates that it is possible to connect with people in
different countries using a mobile phone. This is e-business.

1.4.1: Meaning of e-business

This is the type of business carried out using modern technology.
Examples of e-business include the following:

Online banking,
Online marketing,
Mobile money
transfers,

e-tax

Visa cards
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1.4.2: Doing e-business

Entrepreneurs can use e-business/online business to meet customers’
orders, effect payments for utilities (such as water, TV, electricity bills
and buy airtime or bundles), business registration, paying taxes and
any other online business transactions.

The above e-business services enable the entrepreneur work within a
given timeframe and effectively satisfy the needs of customers at a low
cost and in a more efficient way.

Therefore a business can minimize production costs by engaging in
online/e-business activities and remain competitive on the market.

Figure 9: Entrepreneur using an

Figure 8: Online banking ATM
Activity 1.4.1
Visit selected businesses in your community and find out
the following:

a) e - Business services used by the entrepreneur.

b) How e-business benefits the entrepreneur.

c) The challenges faced by the entrepreneur while using
online business [ e-business.

Write a report of one page in your notebook giving your

findings.
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1.4.3: Benefits /Advantages of e-business to

the entrepreneur

E-Business brings a lot of benefits to an entrepreneur. Some of them
include the following:

1.

It enables the entrepreneur save transport costs while
transacting business.

It is convenient since entrepreneurs do not have to move with
large sums of money to transact business. This saves him the
dangers of robbery.

It is a very fast method of effecting payments irrespective of the
geographical location of the receiver and the sender.

The entrepreneur can easily advertise his/her products across
the world using online marketing.

The entrepreneur can easily order for raw materials or purchase
goods from foreign countries without going there physically.

1.4.4: Challenges of using e-business

Although e-business has a number of advantages to the entrepreneur,
it also has some challenges. These include:

1.

A challenge of poor network. In areas where the network is poor
or non-existent, e-business may not take place.

Limited knowledge on how to use e- business services. If an
entrepreneur does not know how to use e-business, it becomes
a big challenge to him/her to transact business.

Limited access to the mobile phones, laptops, computers to
effect online transactions makes e-business complicated.

High level of fraud by conmen which leads to financial losses to
the entrepreneur.

High costs for effecting the online transactions e.g. Withdrawal
charges, operation charges, taxes.

Inadequate power supply especially in rural areas makes using
e- business difficult.
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Activity of Integration
Read the case study below and answer the questions which follow.

KATO’S MODERN FURNITURE WORKSHOP

Kato made some savings from selling his inherited piece of land and
invested it in a carpentry business. He has operated a carpentry
business for five years and has a target of becoming the leading
producer and seller of quality furniture products in his community.
Kato wakes up early to do different activities in his business although
things have not been easy for him since initially he had few customers.

Last year Kato received a big order from a nearby school which
requested him to supply fifty dining tables within one month; he
fulfilled this order in time and was able to get more orders from the
community members. Kato received another order from a distant
school of 100 desks. He bought modern machines which enabled him
to add creative and innovative fashions in his business. Work became
faster and the quality of his furniture improved; in two weeks, Kato
was able to finish and deliver the desks.

Since the number of orders had increased, Kato employed two more
people who were qualified and skilled in carpentry. He went for further
training in modern carpentry designing. He also uses the Internet to
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access these designs, and this has made him more competent in his
business. Kato is using the knowledge and skills he acquired to make
furniture with modern designs which has further attracted more
customers and increased his profit margin. He has a plan of opening
another branch in another nearby community.

QUESTIONS

1.

Identify the problems which Kato was able to solve in his
community.

2. State any four qualities which have enabled Kato to become a
successful carpenter.

3. What possible risks does Kato face in his business and how can
they be managed?

4. How did Kato employ creativity and innovation in his business?

5. Advise Kato how he can use modern technology to improve his
business.

Chapter Summary

In this chapter you have learned the following:

1.

The qualities that enable entrepreneurs to be successful in their
businesses.

How entrepreneurs can minimise risks in their businesses.

How entrepreneurs use creativity and innovations to produce
new and unique products from local materials.

The benefits of being an entrepreneur.
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CHAPTER 2
BUSINESSES IN UGANDA
Key Words By the end of this topic, you should be able
to:
e business e identify different types of business in
e agro-business Uganda
e manufacturing | e evaluate the importance of doing business
business e determine the factors leading to success in
e trading business and what causes failure in
business business.
e service
business
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INTRODUCTION

In Uganda entrepreneurs carryout different types of business; the
primary objective for doing business is to make profit. In order to
achieve this objective entrepreneurs should make sure they succeed in
their business and avoid business failure.

Before starting a business the entrepreneur should come up with many
good business ideas but select one business opportunity basing on the
available resources and carryout a market survey for the business.
After doing all this, the entrepreneur can now prepare to start the
business.

2.1: Types of Businesses

2.1.1: Meaning of Business

Business is any legal economic activity done by an individual or a
group of persons with an aim of making profits. Examples of business
include buying and selling agricultural produce, running a retail shop,
operating a restaurant, providing services like salons, growing
vegetables, etc.

Business involves exchanging goods or services for money with a view
of earning profits while bearing risks since risks and business are
almost inseparable.

Activity 2.1.1
Conduct a field study and establish the different types of
businesses carried out in your community.
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2.1.2: Types of Business

There are four types of businesses; Agro-businesses, manufacturing
businesses, trading businesses and service businesses.

Figure 17 Figure 18
Figure 19 Figure 20
Activity 2.1.2

Study the figures above and answer the questions below in your
exercise book:

1. Explain the type of business that is taking place in figure 17?

2. Explain the type of business that is taking place in figure 18?

3. Explain the type of business that is taking place in figure 19?

4. Explain the type of business that is taking place in figure 20?

Agro-businesses

Agro-businesses produce or sell agricultural products with the aim of making
profit.
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Manufacturing Businesses

Businesses that process raw materials to produce different products
are known as manufacturing businesses.

Trading Businesses
Trading businesses buy and sell goods either in retail or wholesale.
Many of them are found in your communities.

a. Wholesale: The business buys goods in large amounts like in
boxes, cartons, or containers. Wholesale business sells large-
quantity goods to retail businesses.

b. Retail: The business buys large-quantity goods from
wholesalers and packages them into smaller amounts. Most
retail businesses sell goods to final consumers.

Wholesale and retail businesses work in a production chain as shown
in the flow chart below:

Whole Sale Business Retail Business :
- Final consumer
(Bulk) -y (Small quantities) -y

Figure 1.4: Production chain in trade businesses

Example
A wholesaler will buy sacks of sugar already packed in
kilograms from the producer. The retailers buy a sack and sell
to consumers in smaller quantities. Final consumers buy what
they can afford from the retailers.
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Activity 2.1.3

Using the information above identify the benefits of business
to each category (personal, community, family and
government) and complete the table below in your groups.

The business
owner/personal

Family

The village
members/community

The government
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2.2: SUCCESS IN BUSINESS
Key words By the end of this topic, you should be
e success able to differentiate between successful
e market and unsuccessful businesses, evaluate
e profit the causes of success in business and
e recognition ways of reviving a failing business.

The performance of business varies from one business to another.
One business may be successful while another one may be a poor
performer or at worst a failure. One should therefore know the
indicators of a successful or failed business.

2.2.1: Meaning of Success

Success is the realisation of a worthy intention. This means that one
becomes successful each time he/she takes a step towards achieving
a predetermined goal, objective or target. For example a business
can be said to be successful if it is expanding its market share and
increasing its profits.
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2.2.2: Indicators of Success in Business

These are signs or measures that can be used to show the level of
achieving the business goals. They enable an entrepreneur to
measure the progress of doing business.

Some of the indicators that can be used in measuring or assessing

the success of a business include the following:

INDICATORS OF
SUCCESS IN
BUSINESS

1. Increased market

A successful business will have more customers buying its
products and hence more sales.

Increased profits

If the profits of a business have been persistently increasing, it
shows that a business is successful.

g

w

Expansion of business

A business that is successful will expand its business operations
through increased market, more products being produced and
employing more workers.

»

Recognition in the community
How much respect and recognition an entrepreneur and his/her

business receive from the community reflect how well the
business is doing.
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Factors Leading to Success in Business
There are several factors that lead to the success of a business. These
factors include the following:

Personal and Entrepreneurial Qualities of the Business Owner

For any business to be successful, the owners must possess
entrepreneurial qualities or characteristics seen in topic three of this
book. By possessing and practising these entrepreneurial qualities
they will be able to operate their business effectively which leads to
business success.

Clear Objectives

If a business is to be successful, it is necessary that it should have
clear and definite objectives. Once set, the entrepreneur should
ensure that the business operating and management guidelines set
to achieve the objectives are closely followed.

Proper Location of the Business

Appropriate location helps a business in securing the required inputs
e.g. materials, labour, power, etc, and access markets at low costs.

Presence of Business Support Services

Businesses thrive and succeed in an environment where there are
business support services such as financial services, business
information, transport, communication, water, power, etc.

Presence of Market

Production of goods and services is meaningless unless there are
customers who will buy them at prices that will yield profits to the
enterprises.
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2.2.4: Benefits of a Successful Business to

an Entrepreneur

By running a successful business, an entrepreneur gets a lot of
benefits, which include the following:

Self-reliance and fulfilment

When an entrepreneur operates a successful business, he/she gets to
do things for himself/herself, maintain self-confidence and make
independent decisions. The entrepreneur will also be in position to
produce or meet his/her basic needs.

Increased income and further investments

A successful business generates more/increasing profits part of
which the entrepreneur can use for personal purposes. The
entrepreneur can also use part of the increasing profits to expand the
business.

Recognition in community

Owners of successful business are highly respected in the community
because of the goods and services being provided. This will further
help to attract more customers to the business.

Improved standards of living

A successful business generates a lot of profits, which is the
entrepreneur’s income. With this therefore, the owner may be in
position to meet most of his/her needs and as such improve on the
standards of living.

Activity 2.2.1
In groups visit both successful and failing businesses in your
community and identify the following:
a) Reasons for their success or failure.
b) Measures that can be undertaken by the business owners
to revive the failing businesses.
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Make a classroom presentation of your findings from the
field study.

2.2.5: Factors that Lead to Business Failure
Causes of Business Failure /| Common Management Mistakes
There are many factors which lead to business failure. It is therefore
important that one becomes aware of the most common
management mistakes that lead to business failures. This will enable
one to avoid them and therefore save his/her business from failing.
The following are some of the common management mistakes that
cause most businesses to fail:

Mistaking cash for profit

Owners of some businesses at times tend to mistake the cash
received from the sale of goods or services to be profit. Under this
mistaken belief, they take and use it for purposes that may not be
related to the business. As they do this for a long time, the business
funds get depleted and the business fails.

Lack of record keeping

Without records, it is difficult for an entrepreneur to tell if a business
is in trouble or not. In such circumstances, he/she will know it when
itis too late.

Poor customer care

Businesses fail as a result of poor customer care by their owners or
employees. If customers are not handled well, they will go to other
businesses where they are treated better.

Neglect

Some other businesses fail due to the little attention that is given to
them by their owners. This may result because of some factors such
as loss of personal interest, bad habits, poor health, change of
priorities etc.
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Incompetence
This is simply the inability of the business owners and employees to
manage the business operations efficiently and effectively.

Theft of business funds, stock, assets etc
The business may suffer from loss of its assets (cash, stocks, etc)
through theft either by employees or thieves from outside.

Interference of the family members in the running of the
business

This is where family members withdraw business funds for personal
use, taking credit which they do not pay, chasing away business
workers, etc.

Death of the business owner
If the owner dies and there is no one to take over the business or the
business is subjected to family wrangles.

2.2.6: How to Revive a Failing Business

Many businesses are started with a lot of vigour from the business
owners but within a short period of existence they end up collapsing
due to some factors that lead to business failure. The following are
some of the strategies / measures that can be undertaken by the
business owners to revive a collapsing business:
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Activity of Integration
i. Give two common types of business in your

community and state how they have benefited the
society.

ii. Name three successful businesses and two failing
businesses.

iii. State the factors that have led to the success of
those businesses.

iv. Suggest ways of reviving the failing businesses.

Chapter Summary
In this chapter you have learned the following:
1. Thedifferent types of business
The benefits of doing business
Factors leading to success in business
Causes of business failure
Measures to be taken to revive a failing business

akwnN
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CHAPTER3

BUSINESS IDEAS AND BUSINESS
OPPORTUNITIES

Key Words

e businessideas
e business opportunities
e market survey

By the end of this chapter you will be
able to generate business ideas, select
a business opportunity from the
environment and conduct a market
survey.
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Introduction

Many big and large businesses started as small business ideas which
an entrepreneur had in mind. After getting many ideas the
entrepreneur selects the best business opportunity basing on the
available resources and carries out a market survey to assess the
success of the business.

3.1: BUSINESS IDEAS

3.1.1: Meaning of a Business Idea

A business idea is any thought that an entrepreneur may come up
with for the purposes of developing it into a business to solve an
identified problem in the community. Identifying a good business
idea is the first step in transforming the entrepreneur’s desire and
creativity into a business opportunity and also the first step in the
business start-up process.
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3.1.2: Sources of Business Ideas

There are many sources from where an entrepreneur can generate
business ideas. The following are some of the sources:

Technical skills and experience that the entrepreneur
possesses

Personal contacts which expose them to different scenarios
and situations

Hobbies which may be turned or developed into a business
Observations of the developments and changes taking place in
and around them; observation can also be made on the
products that are being sold, those that are lacking, those that
could be improved upon and the gaps that may be there.
Newspapers and magazines, radio and television

Conducting surveys to find out what is happening and the
latest thinking and preferences of customers, entrepreneur’s
plans, etc.

Discussions or interviews with other entrepreneurs to sound
them out on some business issues, seek their views and
suggestions and get their comments on some situations
Finding out the peoples’ problems and examining how best
they could be met through provision of the required goods and
services at profitable prices

Using creative minds and innovative skills, entrepreneurs may
figure out new businesses that could be introduced into the
target communities

3.1.3: Generating Business Ideas

Business ideas can be generated/identified from the environment
through the following ways:
Developing an ideain an area where you have interest.

1.

Taking note of the obvious problems that you encounter in
your day-today life.

Travelling to new areas can help an individual to gather
information about the different business ideas.
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3. Listening to and observing what is going on around you.

Activity 3.1.1

Generate five business ideas based on the problems of the people in
your community and record them in the table below.

Problem Business idea

GiAlwiNE

3.1.4: How to Select a Good Business Idea

Entrepreneurs put into consideration certain factors when selecting
a good business idea, these include the following:
1. Present market: Thisisin terms of the available market
2. Possibility of expanding the future market
3. Production costs e.g. cost of raw materials, labour, machinery,
selling and distribution costs etc.
4. Business risks: Assess the magnitude of risk in the anticipated
business basing on market stability, level of competition,
anticipated demand and time required to generate profits.

Activity 3.1.2

1. In your notebooks list four possible business ideas of
your choice.

2. Select one business idea which you can turn into a
business.

3. Give reasons for your selection.
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3.2: BUSINESS OPPORTUNITIES

3.2.1: Meaning of a Business Opportunity

A business opportunity is an identified situation or chance that can
be turned into a real and profitable business. An opportunity is the
evidence that the entrepreneur’s idea can be turned into reality.
Business opportunities start as ideas, which are generated by
entrepreneurs. Entrepreneurs always look at any situation with the
question “Where is the opportunity in this?” Then after this, the
entrepreneur starts thinking, dreaming and generating ideas about
possible businesses that can be made out of the given situation.

3.2.2: Characteristics of a Good Business
Opportunity

Note that a good idea is not a necessarily good business opportunity.
So many people have started new products and new businesses but
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statistics show that very few businesses ever celebrate their 1%

anniversary. Just like you cannot have everything you want, not all

spotted business opportunities can be turned into businesses. A

good business opportunity must have the following characteristics:

= Demand - This involves real demand/market for the product i.e.
the customers who have the ability and willingness to buy the
product.

= Low/moderate start-up capital - it should have low capital
investment

= Availability of resources e.g. the raw materials used as inputs
should be available.

= Availability of required skills - the entrepreneur should have the
right business skills, technical skills and knowledge about the
business.

= Competitive - It should be equal or better than other available
products

= Return on investment - It should be profitable to the
entrepreneur.

= Meet objectives - It should meet the goals and objectives of those
taking the risk.

Activity 3.2.1

i) The school is generating a lot of rubbish that litters a
large section of the school compound. As an aspiring
entrepreneur, use your creativity to generate business
ideas out of the school’s situation.

ii) Look around your community and figure out the products
that may be on demand 10 - 15 years to come; list them
down and share with the rest of the class.
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3.3: MARKET SURVEY
3.3.1: Meaning of a Market

In entrepreneurship, a market for any business means all buyers
(people, institutions, businesses, etc) who need the business
products and are willing and able to buy or pay for them.

Photograph showing buyers and sellers in the market

3.3.2: Meaning of Market Survey

You may have spotted a good business opportunity. You have taken
time to determine your business idea’s strengths, weaknesses,
opportunities and threats and all seem to show you have an
excellent product or service. In order to make certain that your
product or service meets all the good characteristics of a good
business opportunity; you need to find out as much information as
possible about the characteristics of a good business opportunity.

The process of looking for that information is commonly known as a
Market survey. Before committing your money and time, you need
to be sure that you have sufficient and large demand for your
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products/services. Many people start their businesses without
conducting a market survey, and this accounts for the high failure
rate of many new businesses in Uganda.

3.3.3: Importance [ Benefits of Conducting
a Market Survey

A market survey is carried out to enable the entrepreneur identify the
following:

3.3.4: Conducting a Market Survey

Carrying out a market survey involves collecting and using market
information in order to determine the market for the products of a
business and also identify its problems. Through market survey the
entrepreneur is able to find out the “potential” market for the
products that would be generated from different business ideas. This
helps the entrepreneur to select the best one.

You will have to personally look for information from customers,
suppliers, competitors, find out more about the features of your
product and seek advice from various experts. The information
gathered and all your findings are then prepared in a written report.
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3.3.5: Steps in Conducting a Market Survey

= Selecting the product for which the market survey
is to be done

= Choosing the target area where the survey of a
given product is to be done

= Selecting the appropriate method to use in the
market survey. These may include observation,
interviews or using questionnaires.

= Developing the data collected about the price,
product, positioning and promotion

* Analysing the market strategy which the
entrepreneur comes up with

= Assessing the feasibility and viability of the
selected products in the market

3.3.6 Preparations for Conducting a Market
Survey

At the beginning you need to know what use the survey will be to
your business and what kind of information you are looking for.
Before starting the survey write down the following:

= Where to obtain the information required
= The amount of time required

= How much money you will need

* The method you will use to gather information
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There are a number of commonly used methods for collecting
market information. These include:

Tips for conducting a market survey

= Be patient and persistent.
= Record information immediately after visits.
= Ifyou are talking to competitors, pose as a potential customer.
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3.3.7 Presentation of Market Survey

Information

After gathering the information you need, analyse the information
and then prepare the findings in a written report. The information
gathered will guide you in preparing and writing a business plan if it
shows that the business will be profitable.

Activity of Integration

i) Generate ten business ideas.

ii)  Select one business opportunity and design a market survey
guide/questionnaire you will use to carry out a market
survey.

iii) Visit the area you have identified and carryout a market
survey.

iv)  Write a report of your market survey for presentation.

Chapter Summary
In this chapter you have learnt the following:

1.

2.
3.
4

How to generate business ideas

How to select a good business opportunity

The characteristics of a good business opportunity
How to conduct a market survey



ENTREPRENEURSHIP
PROTOTYPE

CHAPTER 4
BUSINESS START- UP PROCESS

Key Words By the end of this chapter you will be

e resources able to follow the steps involved in

e startup process starting a business, save money, invest

e business opportunity in a profitable venture and find out a
suitable location for the business.
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Introduction

After conducting a market survey for the selected business
opportunity the entrepreneur is ready to start the business. The
process of starting a business requires the entrepreneur to put
together the necessary resources needed for the business such as the
raw materials, building, labour, machinery and the required amount
of money.

Activity 4.1.1

In your books list the basic requirements you need to start
the business opportunity you selected in the previous
chapter.

4.1: STEPS IN STARTING A
BUSINESS

4.1.1: Factors that Enable an Individual to

Start Up a Business

The following are some of the factors that influence business start-
up:
= Personal interest in the business
= Technical skills for the business
= Presence of government support in terms of tax incentives
and subsidies
= Presence of market for the product
= Inspiration from successful business role models
= High degree of creativity and innovation of an individual
= Presence of raw materials/inputs to use in the business
= Presence of well-developed infrastructures e.g. good roads,
communication network and adequate power supply.
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4.1.2: Steps in Starting a Business

The following steps are followed while commencing business
operations:

1. Identifying potential business opportunities: This involves
scanning the environment to generate business ideas.

2. Selecting a suitable business opportunity: From the business
ideas identified, select a suitable business opportunity feasible
in the market area of operation.

3. Carrying out market survey for the selected business
opportunity: This requires checking whether the business
opportunity selected can be developed into a profitable
business that will have a competitive advantage over others.

4. Preparing a business plan: This involves the entrepreneur to
put on paper how the business will run, including all the
requirements sufficient to run the business successfully. It
should also cover the cash flow projections and how long the
business will take to break even.

5. Mobilising the necessary resources: This involves the funds
and raw materials/inputs that the entrepreneur will use to
produce a good or a service.

6. Completing all the legal requirements before business start-
up: This involves selecting a legal form of business and
completing all the legal formalities necessary to register the
selected business.

7. Selecting the location area: This involves acquiring land,
buildings, equipment and labour necessary for production
process.

8. Preparing a marketing plan: This enables an entrepreneur to
advertise the business products.

9. Launching the enterprise: This involves the official opening of
the business.

10. Managing the business operations: This involves carrying out
all the management functions and monitoring all business
operations.
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Activity 4.1.2
In your notebooks state the benefits and challenges for any
three sources of business finance.

4.1.3: SOURCES OF BUSINESS FINANCE

1. PERSONAL
SAVINGS

2.
DONATIONS

[ 3.
7. PROFITS INHERITANCE 4.
BORROWING
8. SALE OF SOURCES | |
PROPERTY OF
BUSINESS
9. PRIZES
PRz FINANCE A
REWARDS
\ S
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Activity 4.3.1

In groups visit the business community around your school and
interview them on how they raised their capital for business
and write a report to be presented to class.

The following are the sources of business finance:
1. Personal savings

Donations

Inheritance

Borrowing

Shares

Profits

Sale of personal property

Prizes and rewards

Nk WD

9. Bonds

A bond involves a promise to systemically repay a borrowed amount
of money by the end of a clearly stated period of time. Investors or
buyers of the bond will benefit from receiving regular interest
payments which can be fixed or floating.

Activity 4.2.2
In groups, select any four sources of business finance, and
identify the benefits and challenges for each source.

4.3: SAVINGS AND INVESTMENT
4.3.1: Saving

Saving is reserving one’s earnings for future use. Saving requires one
to reduce on his/her current consumption to reserve a balance that
can be saved for future use. Saved income can in future be used for
consumption or investment.
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4.3.2: Investment

Some people use their savings for investment purposes. They may
invest by starting their own businesses; buying productive resources
(e.g. land, houses etc), buying shares in other businesses, buying
treasury bills, depositing money in banks to earn interest, etc.

For investment to take place, people and businesses must have
saved a bigger part of their income. Therefore if we are to make
bigger investments, then we have got to make bigger savings.
Savings and investments can be increased through the following
ways:

Activity 4.3.1
Give three forms of saving that an individual can use to start a
business venture.

4.3.3: Factors that Determine Savings

1.

2.
3.
4

Availability of financial institutions
Knowledge of the saving culture
Clear goals for saving

High motivation to save

4.3.4: Factors that Determine Investment
1. Availability of investment opportunities
2. Favourable government policies on investment
3. Determination to work hard

The significant reasons for making savings and investment include
the following:

1. Asaprecaution for the future needs

People save income to provide for unforeseen problems that may
arise in the future and will require them to suddenly spend
money. Both individuals and businesses hold some cash and
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bank accounts to provide for illness, accidents, unemployment
etc.

. For transactions

Income is also saved in order to have cash to meet transactions of
personal and business nature. At personal level, individuals will
need cash to be used in their day to day transactions. Businesses
will save money to be re-invested in business or expansion
purposes or replacing existing machines.

. Self- employment

Once an entrepreneur or individual invests his/her income or
savings he will create employment opportunities for him/herself.
This will enable him/her to become self-reliant.

Exploitation of idle resources

Investing in business enables entrepreneurs to use resources that
may be idle and convert into goods and services to meet people’s
needs.

. Employment of others

If investments being made are to use a lot of labour (labour
intensive) then, a number of people will be employed. This will
reduce on the unemployment problem in the society and country
at large. This will further lead to people raising their standards of
living.

. Utilization of resources

By establishing enterprises whether small or large, it will help in
tapping latent resources like human resources, land, water,
plants and animals and producing goods and services for export,
local consumption or investment. This will lead to economic
growth of the area and country.

The equality argument

Investment helps in the creation of wealth by producing more
goods and services and income to the investors and employees.
Investment therefore helps to bring more people into economic
activities and in a way helps in the distribution of income. This
particularly helps if investment is deliberately spread all over the
parts of the country.
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4.3.6: Forms of Savings

By opening bank accounts and depositing our savings there
Buying properties like animals, houses etc

Investing in business

Buying land, etc

Buying shares from other businesses

4.3.7: Saving Plan

Making Plans for Saving

This requires one to forecast how, when and how much income
he/she will receive during a given period. This will require the person
to be thorough in making how to counteract them. The next step is to
develop a budget and in so doing, prioritise his/her needs. This will
entail doing the following:

rooTe

)

Identification of needs

Setting saving targets

Prioritizing the needs

Finding out the cost of each need

Finding out the total cost of the needs to income and
establishing whether the balance meets saving targets
Carrying out a review of prioritizing needs, their costs and
saving targets to ensure that they can all be accommodated
within income packages.

Choosing how the savings of Income can be done

Making the saving

Spending part of the income on the priority list items that have
been provided with the budget
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Activity 4.3.2
1. In groups make a saving plan on how to raise resources
to start up a business.
2. Start a saving group/ SACCO to be monitored by the
teacher of Entrepreneurship.
3. Decide on a possible investment for the savings in your
SACCO.

4.4: LOCATION OF A BUSINESS

This refers to the setting up of a business in a particular area.
Location of a business is one of the factors that affect business
success; therefore the entrepreneur should choose an appropriate
site for the business.

4.4.1: Factors Affecting/Influencing

Location of a Business

The following are some of the factors that influence business
location.

1. Market

Businesses should be located nearer to the market or customers to
enable them easily access the business product. Furthermore, if the
products are perishable and there are no means of preserving them,
itis better for a business to be located near the market.

2. Source of raw materials

A business should be located as nearer to the source of raw materials
as possible especially when the raw materials are bulky and
perishable. This reduces the cost of transport and the risk of
perishable raw materials getting spoilt.

3. Accessibility to transport and communication network

A business should be located along all-weather roads to facilitate
easy movement of its raw materials, products and customers all the
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time. Furthermore, the location should have communication services
like telephone, faxes, e-mail, Internet services, etc. to facilitate quick
transfer of business information from the business to the customers,
suppliers, bankers, etc.

4. Presence of land / buildings for business operations

The land/buildings required for the business operation should be
available; these can be rented, purchased or leased for the business
operations. However, if the site is for purchasing, it should be large
enough to allow expansion of the business if desired at a later stage.
5. Presence of Human Resources

A business may also be located in an area where there is skilled and
unskilled labour at a low cost of hiring.

6. Government policy on location of business

The government may direct the location of some enterprises in a
given region to provide employment opportunities, balance
industrial growth in the country and protect the natural
environment, for example, Namanve Industrial park.

7. Presence of adequate power supply

Power is very important in deciding where to locate a business. For
example a manufacturing business that uses a lot of power for its
operations should be located near the power source.

8. Presence of water sources

Water plays an important role as a component and raw material in
the production of some goods like soft drinks, beer, textiles, dairy
farms and brick making. Such businesses should therefore be
located near permanent sources of water.

9. Security

Many people prefer to locate their businesses in areas that enjoy a
high degree of security.

10. Presence of business support services

Business support services like banks (for financial support) and
insurance companies (to protect the business against risks) can also
influence an entrepreneur when choosing his/her business site.
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Group Activity 4.4.1
i) Conduct a field activity around your school and identify
the businesses located there.
ii) Find out from the businesses the factors that led to the
location of the business where it is.
iii) Compile a report and present it in class.

Activity of Integration
Think of a business idea in your community and answer the following
questions:

1. Whatis the businessidea?

2. How can you raise capital to start a business?

3. Design asaving and investment plan for the business.

4. Giving reasons, where would you locate your business?

Chapter Summary
In this chapter you have learned:
1. The steps taken to start a business
2. The different sources of business finance
3. How to save and invest
4. The factors that influence the location of the business
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CHAPTER 5:
GOVERNMENT REVENUE
Key Words By the end of the chapter,

Government revenue
taxation

taxes

tax revenue

non-tax revenue

you will be able to
appreciate why government
needs revenue and that
taxation is one of the major
sources of government
revenue.
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INTRODUCTION

The government needs money to provide social and economic
services for the well- being of its people. Taxes being the major
source of government revenue have been covered in detail in this
topic. When people pay taxes the government is able to fulfil its
obligations.

5.1: INTRODUCTION TO
GOVERNMENT REVENUE

5.1.1: Meaning of Government Revenue

This is the total amount of money received by a government, and
local authorities from different sources in order to finance different
sectors.

5.1.2: Uses [Importance of Government
Revenue

The government uses the money it receives in the following ways:
i) Providing and improving social services such as health,
education, security, transport and communication. This helps
to improve peoples’ welfare.

Photograph NO. 1 shows a poor state of health services which may
be caused by government having less revenue. However, when
people pay more taxes government can be able to provide better
health facilities and services like in Photograph No. 2.
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No.1 NO.2

NO.3 NO.4

Photograph No. 3 shows a poor state of the road while no. 4 shows
a modern all-weather road which was constructed using
government revenue.

Activity 5.1.1
As a good citizen, what lesson do you learn from the
photographs, 1 to 4 above?

ii) Facilitating Public administration for example payment of
salaries and wages to government employees, pension and
gratuity to civil servants, office supplies, repairs, depreciation,
fuel, travel abroad and other allowances.

iii)Promoting infrastructural development - The government
uses the revenue collected to build industries, dams, schools,
hospitals, roads, markets, piped water, among others.
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Photograph 5 shows a power dam while 6 shows public street
lights on the road which were constructed and provided by

government revenue.

NO.5

NO. 6

iv)

Help in overcoming the effects of disasters. This is through
extending humanitarian services to people that are affected by
socio-political instabilities and natural calamities. For
example, landslides, floods, conflicts, drought, epidemics
which require government intervention.

Photographs 7 and 8 show areas affected by landslides and
floods respectively.

NO. 7

NO.8
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From the above photographs, when government has enough
revenue, such affected areas can be financed.

v) Setting up development schemes to help the youth and
needy people; these include financing SACCOs, school fees
loan schemes, senior citizen benefit schemes and others.

vi) Promoting modernisation of agriculture in the country. This
is through subsidised inputs, establishing demonstration farms,
agricultural exhibitions, and agricultural research centres
among others.

vii) Facilitating the repayment of government debts.
Government revenue is used to pay back borrowed funds from
both internal and external sources.

5.1.3: Sources of Government Revenue

Government collects money from both tax and non- tax sources.

a. Tax Sources

A tax is a compulsory monetary payment charged by the government
on individuals or companies to help it finance its expenditure. It is
not charged in return for any specific service rendered by the
government to the tax payer.

Taxes are the most important source of government revenue. Some
of the taxes levied include; Income tax, Value Added Tax (VAT),
Customs duty and Excise duty.

b. Non-tax Sources

Non-tax revenue is the income earned by the government from
sources other than taxes. These include:
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Fees - This is payment to government for services offered to
people for example court fees, registration fees, passport fees,
licensing fee.

Fines and penalties - These are charges imposed on offenders
of state laws as a punishment for having gone against the law
for example police traffic fines.

Photographs 9 and 10 show Traffic Police arresting offenders.
These may pay fines.
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With the use of fines and penalties from offenders, government can

generate revenue to finance her expenditures.

3.

4.

Gifts and donations - These are voluntary contributions made
by individuals and organisations to the government.

Borrowing - This refers to loans obtained by the government
from within or outside the country.

Earnings from government enterprises - These are profits
earned by the government from the sale of goods and provision
of services.

Proceeds from national lottery - This is revenue from sale of
tickets issued by the national lottery for financing a specific
social project.

Rent and rates - This is money charged by government on
buildings or premises leased by individuals or organisations.
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8. Road and bridge tolls - These refer to revenue collected from
users of roads and bridges to enable government maintain
these facilities.

Photograph 11 shows a road toll on Entebbe Express Highway.
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From the above photograph, government can generate revenue from
the road tolls for example Southern By-pass Entebbe highway.

ACTIVITY OF INTEGRATION

Ask learners to visit their community and find out social and
economic services the government has been able to provide to
community members.

Chapter Summary
In this chapter you have learnt:

1. Thedifferent sources of government revenue.
2. The uses/importance of government revenue to the
community.
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