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Formalising your business

Signs your
business is
ready
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Uganda’s Gross Domestic Product
relies heavily on Micro Small and
Medium Enterprises (MSMEs), con-
tituting over 90 percent of private
sector firms, and employing over
70 percent of the citizens, The en-
trepreneurial climate is also domi-
nated by informal operations.

The State of Entreprencurship Re-
port 2024 reveals that business rep-
istration stood at a meager 39 per
cent, depriving the economy of
necessary benefits.

But beyond registration, you need
systems.

Ocici stresses that formalisation
requires separating personal and
business finances, creating Human
resource systems, standardising
operations, and embedding gov-
ernance and customer care. With-
out these, incorporation can quick-
ly becomea liability:

He warns that it is in your best in-
terest to bring systems that stream-
line your operations and that for-
malise the way things are being
done.If you don't have systems in
place, then you are going to make
losses.

“If you just bring a pair of hands
into that business, that enterprise
will be run informally. People will
do whatever they want to do be-
cause no systems are addressing
or handling human resources, and
other critical aspects of the busi-
ness,”Ocici advises.

Signsyourbusiness is ready

According to Baryevuga, incor-
poration works best when a busi-
ness is focusing on raising capital
through high-value transactions
from tenders and contracts, ac-
cess to finance through commer-
cial banks and other financial in-
stitutions, building credibility with
co-founders and clients,and man-
aging liability by separating per-
sonal assets from business risks.

Market demands often drive busi-
nesses to higher standards, as larg-
er buyersincreasingly expect strict-
ercompliance and quality.

“Higher market demands come
in with demands for bigger vol-
umes and a streamlined formal
process,”Ocid notes.

Financial readiness is another
trigger. According to Ocici, when
profits and savings allow invest-
!s'geét in systems, technology, and

With savings accumulated from
profits, businesses can go beyond
Market pressures and start upgrad-
Ing their operations—improving
supply quality through modern
technology, streamlined processes,
and skilled personnel,

Entering higher-value markets
demands better hygiene, packag-
ing,and professionalism.

Is it time to formalise your business,
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The Uganda Registration Services Bu-
reau (URSB) reports that it registered
28,408 new companies in 2024/25,
marking a 19 percent increase from the
previous year. During the same period,
21,695 business names were also reg-
istered, highlighting a steady move to-
ward formalisation. :

But beneath this growth lies a quiet
challenge: Many new enterprises are
struggling to meet compliance require-
ments and the scaling demands that
come with formal registration.

Incorporationdilemma

For many entrepreneurs, the choice
of when to formalise remains a tough
call. While registering a sole small busi-
ness is easy, it restricts access to bigger
opportunities. 8

Incorporation, on the other hand,
opens doors to contracts, financing,
and scale, but introduces recurring
obligations, taxes, filings, licence fees,
and administrative requirements that
can strain already thin cash flows,and
worse, are costs that do not directly
translate into revenue.

For Charles Njeho,who founded Colex
Media in 2016, the lesson came the
hard way. With Shs3 million in support
from his sister, he purchased equip-
ment, rented workspace, and began
serving clients.

But when a major institution ap-
proached with a lucrative contract,
his business was not yet incorporated.
That cost him millions.

Similarly, Kevin Akello, a tailor, the ex-
perience took a different turn. She in-

corporated her business to qualify for
new opportunities during a business
accelerator.

Soon after, however, her client base
shrank, with some customers perceiv-
ing her services as more expensive. At
the same time,compliance costs began
pilingup.

While some established SMEs treat
incorporation as a natural step, many
smaller Ugandan businesses lack the
financial cushion to absorb these ear-
ly-stage pressures,

For some established SMEs, incorpo-
ration is a natural next step, but many
smaller Ugandan businesses struggle
to absorb the financial pressures of the
early stages.

For Njeho,the move was reactive, rath-
er than strategic, after painfully miss-
ing a major contract, whereas Akello
found herself trapped in compliance
hurdles.But many rush into it without
considering the systems and obliga-
tions that come with incorporation.

Steven Douglas Baryevuga, the com-
munications officer at URSB, notes that
many entrepreneurs confuse incorpo-
ration with simple business registra-
tion.

Incorporation

Customers chock clothes at one
- of the shops in Kampala on 3rd
March 2026 after KCCA sont
away vendors from the Streets.
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Busliness reglstration

* Licence fees, which used to cost him
$hs250,000, now cost more than double,
at Shs520,000.

* The Uganda Reglstration Services Bureau
reports that It registered 28,408 new *
companles in 2024/25, markinga 19
percent increase from the previous year.
During the same perlod, 21,695 business
names were alsa registered, highlighting a
steady move toward formalisation.

‘Incorporation creates
an entity that separates
company liabilities from
personal assets.’
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