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Abstract

A region often overlooked by the global businesswiewnity, Africa is beginning to command
the attention of business executives as well asolach as an investment destination.
Multinational corporations are increasingly commgtto and positioning themselves to exploit
the commercial opportunity that exists within tlemtinent. One of the ways they are doing so is
by developing products for the African consumemi&irly, local corporations are developing
incremental and radical innovations that are desigior the bulging bottom of the pyramid,
mushrooming middle class and established elite.

This paper identifies the main factors necessarycémnmercial viability of innovations in the
African market. The most critical factor necesséoy a new product to succeed is product
superiority. Shining examples on this are Kenya'$?®SA and Senator Lager, Nigeria’'s Bus
Rapid Transit scheme and South Africa’s Kreepy Krau

Further to this, the paper establishes that SofilsaAleads the continent in terms of innovation
investment and output as well as in intellectuapprty rights legislation. In Kenya, the paper
explores the problem of counterfeit goods and itin@ications of the illegal trade.
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Introduction

A continent long bedeviled by enormous challengekiding conflict, disease and deep poverty,
Africa is beginning to show signs of progress. édis collective gross domestic product (GDP),
at $1.6 trillion in 2008, is now roughly equal toaBil's or Russia’s, and the continent is among
the world’s most rapidly growing economic regiohgKe et al, 2010). With the high rates of
economic growth and the inevitable creation of weaAfrica’s population of 999 million
(Population reference Bureau, 2009) presents aneimse pool of potential consumers. While
discount the overselling about Africa’s newly-foumgiise, the commercial opportunity in Africa
is too significant to be ignored. Africa is indetbé@ next frontier to be explored.

As the world’s attention has increasingly focusedemerging markets, Africa has not been left
behind. Corporations that had previously conceedrain other parts of the world are now setting
up base in Africa. Walmart, the world’s largestirietr and as of 2010, the world’s largest public
company by revenue, is setting up base in Africecokding to the Financial Times (2011), it
intends to do so through the $2.4 billion acquisitof Massmart, a South African retailer that is
present in 13 countries across the continent arnlld plans to venture into Angola, Senegal,
Cameroon and the Democratic Republic of Congo. VEelis by no means the exception. Bharti
Airtel's acquisition of Zain’s African assets vatuat $9 billion is another recent example of a
global giant that seeks to take advantage of tbevity within the continent. They join a list of
multinational corporations that have realized thgpastunities that exist in Africa beyond
resource extraction.

In order to fully exploit the continent’s potentiglbbal brands are being forced to stretch beyond
the products and services that have been succdssfubre developed economies. Africa’s
unique landscape calls for innovations that aderid to its needs. Africa has a bulging bottom
of the pyramid, a mushrooming middle class andbéisteed elite. All three segments have
distinctive needs that marketers on the continemstrbe aware of. Given the diversity just in
terms of socio-economic status, corporations mesatile to determine their target consumers
and innovate around their unique needs. This widlode them to remain relevant and ultimately
gain commercial advantage as a result of thesevatioms.
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Innovation and commercialization

The process of innovation has often been confusddiavention and even commercialization.
For the purpose of this paper, definitions from We5. Congress, Office of Technology
Assessment (1995) will be applied where inventigiiens to the act of devising or fabricating a
novel device, process, or service. Invention dbserithe initial conception of a new product,
process, or service, but not the act of puttirtg iise. Innovation on the other hand encompasses
many activities, including scientific, technicahcamarket research; product, process, or service
development; and manufacturing and marketing toetktent they support dissemination and
application of the invention. Commercializatiorais attempt by a firm to profit from innovation
by incorporating new technology into products, sses, and services used or sold in the
marketplace.

To better explain the process of innovation, vasimodels have been developed. The three main
models that have been developed are linear mobain dink model and systemic model. The
dominant and traditional model of innovation is tireear model. In this linear process, the
innovation begins with basic scientific researclnic provides knowledge to be used in the
development of new applications by the productigeta that will result in innovations (Da
Silva and Degint, 2006).

This model however has its weaknesses as it faigglequately represent the dynamic nature of
the innovation process. The U.S. Congress, Officéexhnology Assessment (1995) lists the
various permutations that are not addressed byrthgel as:

1) Incremental extensions of existing product liteeprovide new or enhanced features

2) Development of entirely new products that corebéxisting technologies in novel
ways to serve new market needs

3) Applications of existing products and procedsasew market needs and;

4) Use of new technology to serve an existing ntanked

The chain-link model is the second major model israh attempt at capturing the dynamism of
innovation. This model has the benefit of reinfagcthe relevance of interactions, either among
market opportunities, or sources of technologicad acientific knowledge or organizational
expertise (Da Silva and Degint, 2006). This modebks down the process of developing new
products, processes, and services into five statjesecognition of a potential market; 2)
invention or the production of an analytical designa new product; 3) detailed design, test, and
redesign; 4) production; and 5) distribution andriketing. The process typically proceeds
linearly, but is supplemented by feedback betwedjacant stages that iterates each step as
necessary (U.S. Congress, Office of Technology #ssent, 1995).
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The third model of model of innovation is the sysie model which takes into account macro
factors outside of the firm that will ultimately V& an impact on innovation. This model takes
into account interactions among companies and leetwtke companies and other private or
public research institutions (Da Silva and Degid®06). This model therefore provides a
comprehensive view of all the players that are Ive@ in innovation.

An alternative view on the categorization of théawmation process includes distinguishing
innovation as either science- or technology-drisrerovation or market-driven innovation. The
former is based on scientific or technological disgries that create entirely new ways of serving
existing or new markets. In the market-driven payad innovative activity takes the form of a
search for the best technology or product to mbet anticipated or expressed need (U.S.
Congress, Office of Technology Assessment, 199%erdfore, the science-driven process
requires the creation of a market at times as ddnfamnthe product may not be in existence at
the time of the innovation. As for the market-driverocess, demand articulation may be
difficult as well given the technical expertisetthaay be required to meet the expressed need.

Another form of classification is viewing innovati@s either radical innovation or incremental
innovation.Radical innovations refer to two different dimemsoof innovations. Firstly, the
extent to which innovation is based on substagti@léw technology relative to existing
technology and secondly the extent to which a nidvkeed innovation is adopted by a small
early segment but allows the firm to develop thedpct and compete in the market thus making
the innovation disruptive in the long term. Increna innovation on the other hand refers to
product line extensions or adding modificationsetasting platforms and products. (lya et al,
2006). Incremental advances occur cyclically ams$pite proceeding in an evolutionary fashion,
can produce sizable cumulative effects (U.S. Caygr®ffice of Technology Assessment,
1995). Incremental innovation generally forms théklof innovative processes.

Commercialization is often the end goal of firm whiconducts innovation. Profits arising from
a successful innovation could spur significant grovor the company that commercializes the
innovation. Iko et al (2000) claim that new proddetvelopment is virtually established as the
most viable tool for long-term corporate growthprbperly managed. However, innovation is a
costly process. A positive benefit to cost ratismecessary at the inception state to justify the
investment in developing and commercializing theowation. The U.S. Congress, Office of
Technology Assessment (1995) posits that firms ran8tipate future profits in order to commit
to commercializing a new technology. They mustefae be convinced that markets exist for
their innovation; that they will be able to appriape an acceptable share of the total available
profits; and that they will be able to develop ogaire the skills and assets needed to bring the
innovation to market.
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New product development conceptual framework

A firm must be able to identify the factors thapaete a winning product from a losing one in
order to justify its commercialization. Though rexarate statistics about product success or
failure rates were available for the African contéx the U.S., a 1995 study by Information
Resources, Inc. found that 70—80% of new produobdgiuctions fail, with each failure resulting
in a net loss of up to $25 million (lyer et al, B)0This shows that product managers have not
been very successful at delineating factors nepgss@&nsure success of a product after it has
been launched.

Cooper and Kleinschmidt (1987) have developed a&otual model of new product outcomes
based on previous models that attempts to explhaat vactors are key to success of a new
product. Unlike its predecessors, this model gogtea further through hypothesis testing with a
sample of both successes and failures. The magalaes that new product outcomes (success
or failure) are determined from the interactiorthed market environment and the new product
strategy and execution. Figure one below illusg#bte model.

Figure 1: A conceptual model of new product outcons
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Using this model, Cooper and Kleinschmidt test hgpotheses and distill the results into the
following implications:

1. Product superiority is the number one factor incess. Product superiority is composed
of: unique benefits for customers, product qualigguced customers’ costs, product
innovativeness, product superiority in the eyestlod customer and solution to a
customer’s problem

2. Project definition and “up-front” activities aretai to success including initial screening,
preliminary technical and market assessments, rtiagkeesearch and business/financial
analysis

3. Synergy — both marketing and technological — igwaflactor in success

4. Controllable variables, rather than situational emvironmental variables, are the
dominant factors in success. Controllable variabkEisg proficiency of predevelopment,
market-related activities, and technological atgg, product advantage, and protocol.
Situational/environmental factors include marketteptial, market competitiveness,
marketing synergy and technological synergy. Tomagament involvement fits into
both categories.

Success can be defined in various ways accordir@otiper and Kleinschmidt's model. These
include profitability level, payback period, domesnarket share, foreign market share, relative
sales and profits (in comparison with a benchmarkedduct), sales and profits versus
objectives, and extent to which the new productnegea window of opportunity for a new
category or new markets. Using Cooper and Kleinsgtisnframework, we assess products that
have been successful in the various markets adkédsa and the factors that led to their
success.

Safaricom, Kenya’'s M-PESA

M-PESA has emerged as a shining example of innmvati Africa in the telecommunication
sector. With the exponential growth of mobile phe&ehnology in Kenya, M-PESA has been a
resounding success. Between it's launch on Mar€r 20d April 2010, the cumulative value of
person to person transfers stands at over KSh llgsh{$5.4 billion). The number of customers
has grown from 52,453 in April 2007 to 9,673,837Aipril 2010. M-PESA has opened up the
mobile money transfer market in the region and el @head of any peers anywhere else in the
world. By any definition, M-PESA has been a success

In terms of product superiority, M-PESA fulfilledneeed that money transfer methods at the time
had been unable to satisfy. Mas and Morawczyn€ddg® argue that there was a latent demand
for money-transfer services driven by the flow ofal-to-urban migration in Kenya. Although
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PostaPay has a presence in rural areas, many darttpdathe service is inefficient and frequent
cash shortages are reported. M-PESA made it fadteaper, safer, and more convenient to send
money as a study by FSD Kenya in 2006 revealed.

Chart 1: Comparing M-PESA with Alternatives
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Though the idea of M-PESA sprouted in Vodaphondar&mm’s parent company in the UK,

they did the necessary activities upfront to enswecess including piloting the product. The
pilot implementation began on October 11, 2005 amtrgership with Faulu Kenya and the
Commercial Bank of Africa (Omwansa 2009). The mankeand technical teams have worked
successfully to create a simple product and hawenaanicated this strongly through marketing
campaigns that include point-of-sale materials thatlude posters, shop branding and
supplemented this with strong above-the-line mamgetin terms of the controllable and

environmental variables, both have been in favoBafaricom’s M-PESA. The execution of the
launch, the subsequent market-related activitielsiding agent recruitment and monitoring have
all contributed to the success of M-PESA.

Diageo Kenya’s Senator Lager

lllicit alcohol consumption is a social problem tikenya has had to deal with given the pricing
structure of conventional alcohol has put it outedch for low income consumers. There have
been several instances of death from consuminglégal brews and spirits. The Senator Story
compiled by East African Breweries Limited (EABl9ports that the most extreme case was that
of Mukuru Kwa Njenga and Mukuru Kaiyaba in NovemBe00, where 140 people. There was
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a clear need for a safe product with the rightitggahd price. Diageo, through its arm in Kenya,
East Africa Breweries Limited (EABL) set out to selthe problem by providing an alternative.
Senator Lager. The beer has been a great suctesanaged to capture 44% of the low end
alcohol market within a 5 year period. Initiallyaontributed 2% of EABL'’s revenue but has
since grown to 14%.

As expected, Senator meets the first and most irapocriterion necessary for a new product to
succeed. Alternatives in the market could leaditalbhess or death in some cases. The beer was
of high quality but even more importantly it wasoaflable. A 300ml glass retailed at Ksh 20 ($
0.25). Further to that, EABL supported a formal@atprocess to enable licensing of outlets that
previously sold illegal alcohol that became exalasBenator Keg outlets. This ensured that
consumers received high quality beer under hygiearditions in outlets and prices that were
accessible to them.

The upfront activities that EABL conducted includedveral market assessments. Market
research conducted in 2003 showed that the optmeihg would have to be between Ksh 20
and Ksh 30. Six months into the launch of Send&&BL carried out a survey through which
they were able to establish the size of the paikembarket was substantial and that it was
growing fast. Their distribution assessment ushgy game route to market as other brands was
leading to cannibalization. The Senator Story shalvendications that the “homework” stages
necessary for success were done.

EABL set up a multi-functional team to handle then&or project. The team consisted of
members from various departments including produactsales, marketing, research and finance
departments. An external marketing agency was ialdloded in the team. The synergy both
from a marketing and technological perspective aras of the ingredients that led to the success
of the beer.

With regard to the controllable variables, EABL'sarketing was as innovative as the product
itself. It abandoned billboards and product lausclaed turned to live shows in informal
settlements to dispel any misconceptions abouptbduct and recognize the importance of this
market segment. Further to that they recruitedaantef distributors within the communities to
overcome infrastructural challenges. Support fr@m management was there for the project
especially at the stage where they negotiated atd8@%emission. This effort was led by James
Musyoki, the then Managing Director of Kenya Brewsr The tax remission was to later
increase to 42% in 2005 and to 100% in 2006 heuppasting further price cuts and enhancing
success of the beer.
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Lagos, Nigeria’s Bus Rapid Transit

Lagos became the first city in Africa to launch s Rapid Transit (BRT) scheme in March
2008 to serve its population estimated at betweearid 18 million. Before the launch of the
BRT scheme, Lagos was the only mega city withoutoeganized public transport system.
Traffic congestion has been a great challengettietransport system was meant to solve. In
Lagos, it is referred to BRT-Lite as it is not teethighest specifications. Lagos BRT-Lite
Evaluation Final Report (2009) shows that the syst®w transports 200,000 people per day

and in its first 100 days it had carried a tota®af million people; 6 months into its operatioms,
had carried 29 million people.

An assessment carried out seven months into theioge, showed that the system was superior
to previous alternatives that commuters previousid. They were saving journey time, had less

interchanges, were travelling cheaper and feltrgates satisfying the most critical factor for the
success of a new introduction into the market.

Chart 2: Comparison of BRT-Lite to alternative modes of transport
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The project’s definition from the outset was velgar and the necessary initial activities led to
the overall success of the project. The Lagos Urbamsport Project (LUTP) was the initial
phase in the creation of the system. The projettdethe creation of The Lagos Metropolitan
Area Transport Authority (LAMATA) which was the darity in charge of planning and
coordinating public transport. LAMATA was in chargéBRT from the onset and performed a
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feasibility study in 2006 that encompassed inftedtire, operations, regulatory and institutional
reform. A pilot of BRT was to follow. Therefore,dlpreliminary steps taken were key factors in
ensuring success.

In terms of synergy, the Lagos BRT-Lite Evaluatiinal Report (2009) claims that planning.
LAMATA was staffed with highly motivated individuslwith world experience in transport and
management largely derived from the Nigerian Diagptn terms of the controllable variables,
there have been challenges managing supply. Ifitiatasts showed that over 300 buses would
be needed however they launched 125 buses andsigiplemented this with 120 buses leaving
gap of 55 buses. To solve this, they allowed thermforms of public transport, molue and danfo
(minibuses and midibuses) to operate in the BRTidmr to absorb the excess demand. The
BRT-Lite system of Lagos stands out as a firstAfsica and a successful one at that.

South Africa’s Kreepy Krauly

The original swimming vacuum cleaners were inveriigch South African engineer known as
Ferdinand Chauvier. The product’'s success is indigdpe as its appeal is global. Irwin (2002)
claims that: Kreepy Krauly may arguably be to pdehners what VW Beetles are to cars -- first
in its category, lovable, and endlessly dependaHk.goes on to report that in 1994, the
millionth Kreepy Krauly was sold. By 2002, over Irllion Kreepy Krauly units had been sold

worldwide.

The success of the Kreepy Krauly is because itymbthat was a pioneer in its category and
greatly solved the problems consumers were havingeaning their pools. At the moment the
product has differentiated itself by quality, Idoat and noise. It holds a five-year guarantee, it
has been labeled as a “proudly South African” pobdious keeping it and unlike the Baracuda, a
silent, US-manufactured pool cleaner, consumerdeprihe Kreepy Krauly because of its
signature sound (Irwin 2002). With regard to projdefinition, Chauvier's approach did not
subscribe to the Cooper and Kleinschmidt model. s was selling pool equipment, he
discovered that cleaning dirty pools were oftenrdslt of a difficult, time-consuming process
of hand vacuuming; he immediately sat down and dipvthe Kreepy Krauly prototype on the
back of a cigarette package (Irwin 2002). Howewser the years the company has grown with
the product and has become more formal in its psE® Kreepy Krauly has been subjected to
incremental innovations through partnerships ohhwmiarket research and technical functions.
On the marketing front, communications have beewngtthus keeping the African innovation
undoubtedly successful.
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Macro-environmental factors that affect new productdevelopment

The success of the various products must howeveakes in context. As the systemic model of
innovation postulates, innovation does not occuisalation. There are various environmental
factors that affect the process as well as its anes. Innovation systems, upon which the
systemic model was developed, refer to the varmetsrs required for innovation to occur.

Successful innovation requires the coordinatedoacbf numerous actors who play vastly

different roles, from creating new science, to fiiciag startup firms, to developing standards and
regulatory regimes (U.S. Congress, Office of Tedbgyp Assessment, 1995). In the African

context, innovation systems within the various d¢ages are at an embryonic stage. Thus the
requisite framework necessary for innovation artanaltely corporate and economic growth to
occur is still developing.

Measuring innovation in Africa
There are three main measures used to gauge #leofamnovation of a country, that is:
1. Gross Domestic Expenditure on R&D (GERD)
2. The number of researchers present in a country
3. The number of publications in scientific and tedahjournals
4. The number of patent applications

In terms of financial resources that are dedicdatedhnovation, the predominant measure is
spending on research and development (R&D) is GHRIB.expressed either in absolute terms
or as a percentage of GDP or GDP per capita. Fram@o-economic perspective, the measure
gives us the extent to which a country’s investsnetarily in innovation. The table below
summarises the GDP allocations in African countaied their relative sizes of their allocations
to GERD. The first and clearest observation isl#o& of data on R&D spending. The sparse
data that exists indicates relatively low investiseim R&D. Generally, military, health and
education expenditure are higher than that on R&@uth Africa is the biggest spender on R&D
and spends 0.9% of its GDP on R&D. This is howestdlrbelow the 1% recommended target.
The South African National R&D strategy (2002) seé& remedy given that in 1990, R&D
spending was 1.1% of GDP. To achieve the 1% taggeternment investment would need to
double.
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Table 1: Investment in sub-Saharan Africa, 2008 omost recent year available

Expenditure on

Total Public tertiary education
Military expenditivre  expenditiure (% of total GERD GERD
expenditure on health on education expenditure on GERD {in PPP$ (per capita

(% of GDP) (% of GDP) (% of GDP) education) (% of GDP)  thousands) PPP%)
Angola 19 Y i 8.7% - - -
Benin 1.0 5.3 367 2027 - - -
Botswana 35 7.2 8.1 2757 052 111 7142 60.72
Burkina Faso 1.8 6.4 467 1527 0.1® 18 392¢ 12
Burundi 38 30 72 212 - - -
Cameroon 1.5 5.2 29 9.0 - - -
Cape Verde 05 56 57 1.3 - - -
Central African Rep. 16 39 137 21.37 - - -
Chad 1.0 36 1.9 1873 - - -
Comoros - 3.2 7.6%% 14.6%% - - -
Congo 1.3 21 1.8° 25.g3s= 0.17* - -
Cote d'Ivoire 1.5 38 46 25,184 - - -
Dem. Rep. of Congo 0.0 4.3 = = 0.52¥ 752172 132"
Equatorial Guinea - 1.5 0.65%* 31.4* - - -
Eritrea 23.6% 4.5 2.07 19.42 - - -
Ethiopia 1.5 49 557 35,07 0.2¢ 106 7532 142
Gabon 117 37 - - - - -
Gambia 0.7 4.3 2.0+ 122+ - - -
Ghana 07 6.2 543 2082 - - -
Guinea 20+ 57 17 344 - - -
Guinea-Bissau 4.0 6.2 = = = = =
Kenya 1.7 46 707 1547 - - -
Lesotho 26 6.7 124 36.4 0.122 156332 0.82®
Liberia 05" 56 27 _ - - -
Madagascar 1.1 3.2 29 154 0.1® 25753 1.4°
Malawi 1.27 123 423 _ - - -
Mali 2.0 6.0 3.8 16.1 - - -
Mauritius 0z’ 43 347 11.077 04> 470147 3752
Mozambique 09 4.7 5.07 1212 0.57 83 105 39
Namibia 3.1 49 6.5 99 - - -
Niger 0.0 4.0 3.7 94 - - -
Nigeria 0.0 4.1 - - - - -
Rwanda 1.5 104 4.1 254 - - _
Senegal 1.6 54 5% 24.5%* 012" 16252%* 1475%#
Seychelles 1.0 6.8 5.07 1797 032 45192 5457
Sierra Leone 23 35 3.8 _ - - -
South Africa 14 86 5.4+ 12,54 09" 41008757 8437
Swarziland 217 59 79 2132 - - -
Togo 2.0 5.5 37 214 - - _
Uganda 23 7.2 337 13.39 04 128012 42
United Rep. of Tanzania 0.9 5.5 6.8 - - - -
Zambia 1.8 5.2 14 25.8% [ 3 840*® 0.3%®
Zimbabwe 3.8 84 4.60%* 16.65** - - -

-nf+n = data refer to n years before or after referance year
" national estimata; ** UNESCO Institute for Statistics estimation; a = partial data; v = overastimated or based on overastimated data

Source: for expenditure on education and GERD: UNESCO Institute for Statistics; for military expenditure: World Bank, World Dewelopment Indicators, June 2010;
for health expenditure: WHO (2009) World Health Statistics

Adopted from: UNESCO, 2010
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The second measure of the extent to which Africevesting in innovation is the number of
researchers in each of the countries. Nigeria,cAfsi most populous country, has the largest
number of researchers standing at 28,533, 96% ahwhre in higher education. Botswana
however has the highest ratio of researchers tabitdnts. There are 942 researchers per million
inhabitants. The table below summarises the numgserarchers for select African countries.

Table 2: Researchers in sub-Saharan Africa, 2007 anost recent year available
Selected countries

Total Shareof Researchers Technicians Researchers by sector (FTE)
number of women per million permillion
researchers researchers inhabitants inhabitants Business Higher Private

Country [FTE) (%) (FTE) [FTE) enterprises Government education non-profit
Benin 1000* - 119* - - - - -
Botswana2" 17327 30.8 942 222 156* 692* §59* 22*
Burkina Faso®" 187 134 13 27 - 165° 1P 15°
Cameroon”*" 462 19.0 26 - - 462 - -
Cape Verde® 50 52.3 132 33 - - - -
Central African Rep#" 41 415 10 - - - 41 -
Congo, Rep.*2 102 12.8¢ 34 37

Cote d'lvoire?? 1269 165 66 - - 29 1240 -
Dem. Rep. of Congo2" 10411 - 176 26 - 877 9534 -
Ethiopia® 1615 74 21 12 - 1361 254 -
Gabon'ah 150 24.7 107 30 - 150 - -
Gambia %" 46 8.7 30 18 - - - -
Guinea’ah 2117 5.8 253 97 - 1086 1021 -
Lesctho3= 20 55.7 10 11 - 1 9 -
Madagascar® 937 35.2 50 15 - 262 675 =
Mali '# 513 121 2 13 - 227 286 -
Mozambique'an 337 335 16 35 - 337 - -
Niger?? 101 8 10

Nigeria?" 28533 17.0 203 77 - 1051 27 482 -
Senegal® 32777 9.9* 276% - - 418* 2859% -
Seychelles2 13 35.7 157 640 - 8 - 5
South Africa’! 18574 39.7 382 130 6111 2768 9491 204
Togo 216 12.0 34 17 - 26 190 -
Ugaﬁda" 891 41.0 29 18 i1 473 31 26
Zambia22 792 274 67 106 4 565 146 77

* national estimate; a = partial data; b = the sum of the breakdown dozs not add up to the total; n =for these countries, data are only availablz for headcount;
- =full-tme equivalent (F IE) instead of headcount

Source: UNESCO Institute for Statistics

Adopted from: UNESCO 2010

The third measure, which is related to the secandhe number of publications produced in
scientific and technical journals. Despite havihg highest number of researchers, Nigeria lags
far behind South Africa in terms of productivity.ok& impressively for Nigeria is the growth
that has been exhibited. Between 2001 and 2008ndingber of publications grew by 158%
percent thus eclipsing South Africa’s growth of®4. The rest of the top 7 research publication
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producers have also exhibited an upward trend. mia@rity of publications in 2008 were on
clinical medicine, biology and biomedical research.

Chart 3: Scientific publications in sub-Saharan Afica, 2000 — 2008
For those countries that produced more than 100yblications in 2008
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Chart 4: Publications in sub-Saharan Africa by mapr field of science, 2008 (%)
For those countries that produced more than 100yblications in 2008

Total (2008)
Botswana 181 138
Cameroon 97 463
Lthiopia Jg4
Ghana 11.6 267
Kenya 43 763
Malawi 5.0 161
Migeria 5.1 1869
Senegal 9.0 21
of Tanzania
Zimbabwe 11.9 194
[ I I I 1
4] 20 40 60 80 100

|| Biology | DBiomedicalresearch [ Chemistry [ Clinical medicine

B Earth &space | Engineering & technology [l Mathematics | Physics

Source: Thomson Reuters (Sclentific) Inc. Web of Scence, (Sclence Cirarion Index Fxpanded), compilad for UNFSCO hy the Canadian Observatolre
des sciences el des lechnologies, May 2010

Adopted from: UNESCO, 2010
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The fourth and final measure that we could useatagg the level of innovation in Africa is the
number of patents that have been applied for. Hewevthe absence of comprehensive data, an
alternative measure is in terms of the actual asvaydthe U.S. Patents and Trademark office.
The table below shows that South Africa was wekagh of the rest of Africa, sub-Saharan
African and Arab states in Africa alike. Actuallilet combined output of all the other top
countries in the table below still does not matolt8 Africa.

Table 3: Patents awarded to African inventors by UBTO, 2005-2009

Utility
Design
Reissue
Utility
Reissue
Utility
Si
Reissue
Utility
Design
Reissue
Utility
Design
Reissue
Utility
esign
Plant
Reissue

D«

Sub-Saharan Africa:

Benin 1 1
Burkina Faso 1 1
Cameroon 1 1 2
Chad 1 1
Ethiopia 1
Gabon 1
Ghana 1
Kenya EI 3

Mauritius
Namibia 1 1
Seychelles 2 1 3
South Africa 87 16 5 82 30 3 a1 32 1 93 39 6 1
Zimbabwe 1

130 20 1

Arab states in Africa:

Algeria

Egypt
Morocco

Tunisia

7
1
1

[T R -

(SR NN

N

Note: The country of erigin is determined by the residence of the first-named inventor, Utility patents are for new inventions.

Source: data from United States Patents and Trademark Office

Adopted from: UNESCO, 2010

Intellectual Property Rights

Patents form part of the protection necessary wurenthat a firm enjoys profits from an

invention that later forms the basis for the inrtawaprocess. Intellectual property rights (IPRs)
encompass not only patents but also utility modeldystrial designs, trademarks and service
marks, geographical indications and layout of irdégd circuits, copyright, and plant breeder’
rights (Institute of Economic Affairs, 2007).
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The World International Property Organisation (W)P&iministers the Paris Convention in
1883 for the protection of industrial property rigland the Berne Convention in 1886 for the
protection of copyrighted works. The legal framekvoecessary for such protections also exists
in African. African Regional Industrial Property gamization (ARIPO) is charge with process
and grant patents in a central place on their lbefidis makes the process of seeking for
protection cheaper as it avoids duplication (Ingtitof Economic Affairs, 2007). It is important
to note that even with the binding agreements agakies that countries enter into, enforcing
them is where the challenge lies. Ayogu and Ogkl0Z® argue that strict enforcement of
patents, copyrights and licenses could be verylycofeverse engineering, imitation, or
inventing around the patent might be easy.

In Africa, individual governments have also putplace a legislative framework that governs
IPRs. South Africa’s system is Africa’s most advesh@nd dates back to 1916. It precedes most
industrialized countries. The Ginarte Park indextbe strength of patent protection, but in
addition also assessed the extent of copyrightteattemark protection to construct an overall
intellectual property score, gave South Africa sewat of a possible 10 — 22nd highest out of
115 countries (Kaplan, 2009). Such a strong framkews particularly important given the
volume of research produced by South Africa. Tlggrme, administered by the Companies and
Intellectual Property Registration Office (CIPR@Jpvides strong incentive to researchers and
innovators to continue to develop innovations angrofit from them.

Counterfeits

The actual implementation of IPRs however presdr@diggest challenge for African countries
especially with the counterfeits that infringe aey’s trademarks and innovations. Laws and
institutions governing IPRs exist however countédeods still find their way into the hands of
consumers. According to the Nairobi Law Monthly 129 the counterfeit industry in Kenya is
now valued at KSh70 billion industry ($886 milliorijhe loss to both affected companies as
well as the government is substantial. The Naitadov Month put this loss in tax revenue at
KSh40 billion ($500 million) in the East Africa req, with half of the loss in Kenya. To stem
the loss, the IPR regime needs to be bolsterededndation on the laws must be cascaded
downward to the retailers who interface with thetomer and present an important intervention
point to curb the illegal trade.

A national survey conducted by TNS RMS amongstileggaacross Kenya indicates that the
hardest hit categories are ballpoint pens, shosipotomputer software, batteries, toothpaste,
medicines, laundry detergent and bleach, cigargtketsoleum jelly and electronics. The study
reveals that 60% of the shopkeepers have resemgafibout the government's intervention in
curbing trade in counterfeit products. However,agamty of them contend it is a riskier affair to
trade in counterfeits compared to the past. Edocaif retailers on the laws is also a key finding
of the report as half are not aware of laws andleggns relating to counterfeit trade.
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H Agree W Disagree LI Don't know %%

The government is taking extreme 60 1 1 I
measures to curb trade in counterfeits

Sale of counterfeits is less risky
. 72 3
compared to the past

I am aware of laws&regulations related
: o a2 E
to counterfeit trade

Base: Total sample n= 486

The retailers also provided an insightful perspectn accessibility and what they believe is the
source of counterfeit goods. Close to half (49%eaghat most counterfeits are manufactured
locally with 55% agreeing that the counterfeits @asily available from independent salesmen.

, . %o
H Agree u Disagree « Don't know
Counterfeit products are more accessible than genuine | 21 |
products
Most counterfeit products are imported | 22 |
Most counterfeit products imitations are locally { 23 |
produced
Counterfeit products are easily available from [ 25 |
manufacturers
Counterfeit products are easily available from q 23 I
independent salesmen
Counterfeit products are easily available from i 25 I

wholesalers

Base: Total sample n= 486

If the retailers’ perspective indeed gives a trigtype of the state of the counterfeit industry and
is not simply a matter of perception, then to stemtide of counterfeits therefore, efforts must
be focused locally.
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Conclusion

Innovation and new product development must formnaegral part of corporations venturing
into Africa as the continent is ripe with opportigs waiting to be discovered. To succeed on the
continent, new products and services must adhenhdocardinal rule of maintaining close
contact with the consumers for whom the innovatians targeted. Constant feedback and
incremental innovations cumulatively lead to imprments that keep the company’s products
and services refreshed and thus relevant to thgjet markets.

M-PESA in Kenya is world leader in mobile moneynster and has so far over KSh 432 billion
($5.4 billion) has been transferred through thevoek. Africa’s telecommunications industry is
clearly leapfrogging the Western world in regardrtobile technologies. Senator Lager, another
Kenyan innovation, has revealed the enormous patehgat lies in the bottom of the pyramid
consumers. The BRT buses in Lagos have charteddlyefor growing metropolises across the
continent. The Kreepy Krauly is a classic innovataut of South Africa is yet another world
leader that has revolutionized how swimming pooésceaned the world over.

Kreepy Krauly’s success must however be viewed ontext since all major innovation
measures show that South Africa is the leader seaech on the continent. However there is
need for increased investment, both in terms odrfaial resources and human capital. The
framework governing intellectual property acrosgigd must be bolstered and implemented
with vigor. As the continent continues to grow eaancally, socially and politically, innovation
is growing with it to meet the increasingly complexeds of the continent. Indeed, Africa is the
next frontier with regard to innovation.
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