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FOREWORD

The 2002/3 budget can be described
as having been friendly to local
manufacturers. It contained a
number of proposals that will augur
well in enhancing the
competitiveness of locally
manufactured products in the local
market and the  subsequent
advancement for the case of
industrialization promotion in this
country.

The zero-rating of imported raw materials, previously
rated at three to five per cent and a similar treatment on
capital goods will enable local manufacturers source
crucial raw materials and capital equipment at lower costs
than before. In addition, the reduction in excise duty on
residue fuel used to run factory turbines by about 50 per
cent means a further reduction in the cost of production.
This, as it is hoped, will ultimately lead to an improvement
in the utilized industrial operational capacity for many
industries.

The textile and leather industries in particular had
something to smile about. The zero-rating of duty on
imported cotton ginnery equipment, the increase in textile
tax on second-hand goods from Sh 15 per kilo to Sh 25 per
kilo and the imposition of a 20 per cent surcharge on raw
skins and hides will boast domestic production in these
sectors especially for the African Growth and Opportunity
Act exports.

Whereas the liberalization of the economy and its
attendant adverse effect on the local manufacturing sector
is enough reason to warrant such measures, majority of
them were achieved due to intense lobbying by the Key
Local Industrial Stakeholders in conjunction with this
Department.

A case in point is the removal of import duty on
completely knocked down kits (CKD), the introduction of
a minimum surcharge of Sh 30,000 for vehicles of five to
eight years old and the 20 per cent surcharge on vehicles
over eight years. These among others were some of the
measures the local motor vehicle assemblers under the
auspices of the Motor Vehicle Sectoral Consultative Group
(MVSCG) had lobbied for.
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would, therefore, encourage this Private and PupIIC
Sector Co-operation through consultative groups. Like in
the case of the Motor Vehicle Sectoral Consultative
Group, the Department of Industry would be ready to
provide the Secretariat Services for other sectors wishing
to start such similar groups.

ENGl J M. Masila
F INDUSTRIES

I FROM THE DESK OF THE CHAIRPERSON

LETTER TO THE READERS,

Dear Readers,

I hope you have received the inaugural issue of the
Industrial Information Bulletin in the spirit we
developed it. It was envisaged to be informative in
addition to providing humour.

The June issue was an eye opener to the Editorial
Team. It was not an easy task to get it off the press
and circulate it to as many readers in the field of
industrial development as we would have wished.
However, we hope to reach all of you very soon as
we continue to grow and expand.

On behalf of the Editorial Team, let me thank all of
you who have contributed to this second issue and
for the relatively warm reception given to the
bulletin. The team is indeed encouraged by your
interest manifested in the number of enquiries for
copies and wishes to be included in future issues.
Please, Keep those letters, articles and suggestions
coming on how to improve this bulletin.

In this issue, we have articles on the counterfeit
trade, the GEF-KAM industrial energy efficiency
project, UNIDO-Kenya integrated program, the
Motor vehicle industry and, of course, the hilarious
confessions of an Industrial Development Officer.

Good Reading.
&

I TRADE PLATFORM

COMBATING COUNTERFEIT TRADE IN THE
KENYAN MARKET
By Julius K. Kirima

1l|i L
““* THE CRY OF APOET st ’

silence, the local manufacturer
Suffered
Often resident, like the proverbial
snake
Reared in one’s bosom,

The monster trampled and swallowed
One manufacturer arfter the other
Scream not was the victim’s
trademark
And dancing to its tune
Was the unsuspecting customer

1]

hat was until the monster strayed
Into the land of the brave

And Like the mythical dragon of

ages ago
That once terrorized a village
Fating all the beautiful ladies
until

It dared one beautiful lady engaged

To a young brave warrior

Who speared it to death

'n the hands of patriotic Kenyans
Such will be the fate of this
Counterfeit monster
And so I ask
Mmho is ready to be among the brave
wWarriors
who will spear this monster?
Our beautiful ladies need your
protection.

SUCH IS THE CRY OF THE POET. :.

UNDERSTANDING THE COUNTERFEIT TRADE

Given the havoc counterfeit products have caused to the
local manufacturing sector it easy to understand the
anguish of the above poet. Revenue loss alone from
counterfeiting, product substitution, smuggling and
adulteration in Kenya is estimated at $ 400 — 500 million
annually.
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predecessor of the World Trade Organization (WTO) flrst
recognized the problem of counterfeits products.
Cognisance was also taken of the counterfeit trade in the
Paris Convention of 1969 on the Protection of Industrial
Property Rights, the Berne Convention of 1971 on the
Protection of Library and Artistic Works, the Rome
Convention of 1961 on the Protection of the Rights of
Performers, Producers of Phonograms and Broadcasting
Organizations and the Treaty on Intellectual Property in
respect to integrated circuits (IPC).

In Kenya, the main areas counterfeits affect adversely
includes Copyrights, Trademarks, Patents, Industrial
Designs, Software, and Agricultural Products. There are
two main sources of counterfeit products. They include:

»  External Sources

The external sources of counterfeits are mainly
imports  constituting the infringement of
trademarks, patents, copyrights and geographical
source indications. Imported counterfeit products
include padlocks, school equipment, electrical
and electronic appliances, dental care products,
safety matches, seeds, drugs, shoe polish, seeds,
spirits, records and software.

Internal Sources

The internal sources of counterfeits mainly
constitute use of franchise containers and
packaging materials.  The products affected
include fats and oils, foods, juices, shoe polish,
cosmetics, detergents, tea, paints, automobile oils,
batteries and dry cells, electrical equipment, ball
pens, lubricants and food additives, body care
products and detergents.

The counterfeits impact negatively on the economy. The
worst hit are the investors in the local manufacturing
sector. They lose their local market to the counterfeit
traders. This leads to reduced formal investment, low
utilization of the installed capacity, damage to the
franchise name holders, and exposes investors to
accusations of producing substandard goods.

The Government, too, is affected. Its revenue is lost
through wasted foreign exchange resources and evasion of
taxes and duties. The low capacity utilization of industries
frustrates its efforts in fighting unemployment and
promoting income generation.

Indeed, some effects of counterfeits have been quite
devastating. When Caltex Oil Company, for example,
found out that counterfeit lubricants considered to be
carcinogenic were being packaged in the company’s used
containers for use in Bakeries, it was forced to close down
its pharmaceutical grade lubricants line in order to phase
them out.

On the agricultural front, cases abound of counterfeit seeds
being sold to farmers in various parts of the country. This,
together with the fake chemicals and fertilizers, has ended

harvests. The quest for food security is thus jeopardized.

ATTEMPTS TO EASE THE COUNTERFEIT
PROBLEM

Following an outcry by local manufacturers, the Ministry
of Trade & Industry convened a meeting with Industry
Stakeholders to chart a way forward. A Ministerial
Advisory Committee on Ant-Dumping was subsequently

formed and has since been given legal backing vides
Kenya Gazette Notice No. 3689.

To facilitate its operations the committee has various sub-
committees, which deal with specific issues. Three (3) of
these sub-committees include:

» Awareness Sub-committee
The Awareness sub-committee is charged with
the task of sensitizing the people on the
counterfeits through the print and electronic

media.

» Training and Conference Sub-committee
The Training and Conference sub-committee
deals with training members and prosecuting
those found with counterfeits.

» Legal Sub-committee

The Legal sub-committee is charged with the
responsibility of reviewing the existing Acts of
Parliament that impact on businesses with a view
of harmonizing them and subsequently making
the penalties spelt therein punitive enough to
discourage dealership in counterfeit goods. It has
been making regular weekly under the
chairmanship of the Director of Industries.

The Acts that have been considered to date include:

Trade Description Act, Cap 505 Laws of
Kenya;

Weights and Measures Act, Cap. 513, Laws
of Kenya;

Standards Act, Cap. 496, Laws of Kenya;
Trade Marks Act, Cap. 506, Laws of Kenya;
Public Health Act, Cap. 242, Laws of Kenya;
Food, Drugs and Chemical Substances Act,
Cap. 254 Laws of Kenya;

Customs & Excise Act, Cap. 472, Laws of
Kenya; and

The Seeds & Plants varieties Act. Cap. 326,
Laws of Kenya.

The proposed amendments of the Standards Act, Weight
and Measures Act, Trade Descriptions Act and Trade
Marks Act have been forwarded to the AG’s Chambers for
incorporation into a draft Bill. The Minister for Trade &
Industry has also met the parliamentary committee on
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Inance, Planning rade and orieted them on tnis
development as a way of seeking their support for the Bill
once it is presented to parliament.

S

The existing Acts impacting on businesses as indicated
above are also being reviewed to make the penalties spelt
therein more punitive. As of now, unscrupulous business
people opt to pay the prescribed small fines and revert to
the trade once again. For the penalties to act effectively as
a deterrent, they should be reviewed upwards.

In addition, there is need for the empowerment of the law
enforcing agencies to seize and destroy any counterfeit
goods in the market. The policing authorities such as
Kenya Bureau of Standards (KEBS) and Customs &
Excise Department need to be provided with the muscle to
enforce seizure and destruction of counterfeit goods. At
the moment, KEBs has first to seek a court order to
impound any such goods, which, unfortunately, takes long
and by the time the order is issued goods will have been
sold or hidden.

The above are some of the measures being undertaken to
combat the monster of counterfeits. As the poet befitting
question poses; Who is ready among you to be among the
brave warriors to spear this beast?

& 3

I INTERNATIONAL CO-OPERATION

UNIDO-KENYA INTEGRATED PROGRAMME
By Pamela Dede

UNITED NATIONS INDUSTRIAL

DEVELOPMENT ORGANIZATION (UNIDO)

The theme of the UNIDO/Kenya Integrated Programme is
“Growth through Market access and Regional
Integration — with special reference to Leather and
Leather Goods, Apiculture Products, Fish and Dairy
Sub-Sectors”.

The UNIDO Integrated Programme for Kenya will
emphasize trade facilitation and regional integration. It
will focus on reinvigorating growth of the economy by
strengthening its connections to global trade and
investment flows. This will be done by helping to:

e increase productivity;
develop productive capacities in sectors with high
export potential;
mobilize resources and develop an enabling
environment at the domestic level; and
facilitating trade and promoting private sector
investment as well as technology flows.

n-order to TUlly participate In International Trade, the
necessary physical and institutional infrastructure and the
capacity to satisfy the technical requirements of the global
trading system will be strengthened.

The Kenya Integrated Programme will also constitute one
leg of regional integration efforts, taking full consideration
of the central role Kenya plays in the region. Having the
largest economy and the most vibrant private sector in the
East African Region, Kenya is well placed to be the engine
of regional cooperation. This includes providing a larger

market for the region by virtue of the size of its economy
and attracting foreign investments targeting large
integrated markets, by opening up international markets
for regional products, and by leading the way to the
pooling of capacities and infrastructure.

In addressing the government priority of poverty reduction
through development of agro-industry, UNIDO will
respond to the government request of maintaining a
narrow but deep focus on four Industrial sub-sectors.
Specifically, UNIDO will support the objectives of
expanding the leather and leather goods sub-sectors
through penetration of export markets, maintaining exports
at the maximum sustainable levels in the fisheries sub-
sector, stimulating beekeeping as an economic activity to
augment incomes at the rural household level, rationalizing
dairy processing to maintain milk production as a viable
agricultural activity and strengthening the investment and
export promotion infrastructure.

Following the UNIDO Director General’s visit on 23" and
24™ January 2002, the UNIDO Mission, which formulated
the Integrated Country Programme, was in the country
from 10" — 16" February 2002. Already, the Programme
Proposal has been submitted to UNIDO’s Executive Board
for approval and allocation of Seed Funds to enable it
commence.

In addition, Mr. Enrico Sasdelli from the UNIDO
Investments and Technology Promotion Office (ITPO),
Italy, visited the country from 8" — 18" July 2002. The
purpose of his visit was to identify projects for promotion
by the ITPO. Sixteen (16) projects were visited in the
following sub sectors: -

0} Honey and honey products processing;

(i) Fresh produce processing;

(iii) Assorted leather goods, african jewellery
from bones and wood carvings;

(iv) Towel manufacturing;

(V) Apparel  manufacturing, spinning and
weaving of Kikoys, shawls, scarves, carpets,
rugs and mats;

(vi) Leather manufacturing;

(vii) Flower farming;
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VIT. Sasdelll alSo neld talks wi
Export Processing Zones Authority.

The UNIDO ITPO office will look at the viability of the
above projects, which will later be promoted. More
projects will then be sent to the ITPO office for
consideration.

I LAUGHTER LINES

THE SAGA OF TWO FOOLISH MEN

By International Dedan Njoroge Matumbi Esq.
Eggs (Hons), Dip (Super)

Two foolish men used to spend
the whole day at a crossroad waiting
for by passers to greet them. One day,
a man greeted them with these words
“Hey you two fools.”

They nodded in appreciation and were very happy.
All of a sudden, they started arguing. The first fool
suggested to the second fool that the passer by
greeted them because he knew him. The second fool
claimed the same. They decided to follow the man
and ask him whom he knew between them.

The man replied, “l know the one among you who is
more foolish than the other.” The man then went on
his way. The two fools started arguing all over again
each claiming to be more foolish than the other and
was therefore the one whom the man knew. It was
then that the first fool asked the second fool how he
came to know he is a fool.

He replied, “One day | had a terrible toothache. |
went to see the dentist who informed me that he
would remove the aching tooth for Ksh. 70. | asked
him how much it would cost to remove all the teeth.
The price would still be Ksh.70. I told him to remove
all of them. This is why you see | have no teeth.”

The first fool laughed and told him, “That’s nothing.”
He then told the second fool how he came to know he
was a fool. He had bought a Kilogram of meat to be
fried by his wife. When it was still frying he took a
piece and put it in the mouth but his wife did not
notice. When the wife asked him what he was

The hot meat burnt his mouth and that’s why he had
a hole in his cheeks.

Never argue with a fool, Wahenga walisema, but
between the two, who was more foolish than the
other. Find out the answer in the next issue of this
industrial information bulletin. Amen.
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I ENERGY MATTERS

GEF-KAM INDUSTRIAL ENERGY EFFICIENCY
PROJECT
By C. W. Mahinda

The Kenyan Manufacturing Sector does

not have a one-stop shop for energy
st efficiency and conservation measures.
Indeed, few industrialists are aware of the numerous
opportunities existing in implementing energy efficiency
measures. This is surprising given that the cost of energy
in Kenya is higher in comparison to the other countries in
the region.

An information center or a forum that would enable
industrialists share experiences on energy efficiency and
conservation would go along way in addressing this
phenomenon that negatively impacts the competitiveness
of locally manufactured products in the regional market.
The proposed Industrial Energy Efficiency Network
(IEEN) for industries in Kenya, an output of the GEF-
KAM Industrial Energy Efficiency Project, is modeled on
the basis of an Energy Information Centre.

The project, which is sponsored, by the UNDP and the
GEF is being executed from the Kenya Association of
Manufacturers headquarters on behalf of the Ministry of
Trade and Industry. Two international consultants from
Norway laid down the viability and the groundwork for the
establishment of the Network. The project will borrow
heavily from the experiences of Norway where a similar
network has been implemented with a lot of success.

On implementation, the proposed Network will encourage
sharing of information on energy efficiency and
conservation in industries, provide energy benchmark
figures to its network members, facilitate the hosting of
tailor made energy seminars and workshops, assist
industries in setting up energy management programmes
and generally disseminate information related to the
energy efficient technologies.

To achieve the above, the Network will continuously be
analysing the trends of energy statistics, maintain an
updated database of external energy consultants, liase with
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p
of establishing direct purchasing contacts. J.C. Penny is a
well-established U.S. chain store with several outlets and
has an output estimated to be bigger than Kenya’s total
annual GDP.
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FOR INQUIRIES CONTACT

Ministry of Trade & Industry
Department of Industry
Industrial Registration and
Management Division
Telposta Towers — 22" Floor,
Kenyatta Avenue

TELPOSTA
TOWERS
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P.O. Box 30418, NAIROBI
Telefax: 219680
E_mail: industry@mitsuminet.com
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