INNOVATIVE LAWYERING AND ©AFRICA


WORKSHOP ON ANTI-COUNTERFEITING AND INTELLECTUAL PROPERTY STRATEGIES IN KENYA

CONCEPT PAPER

1. Topic: Anti-counterfeiting and intellectual property strategies in Kenya

2. Venue: Nairobi Safari Club Hotel
3. Date: 19th - 20th September 2006

4. Speakers

· Dr Ben Sihanya – Ph.D. (Stanford), Teacher and Head of the Department of Commercial Law University of Nairobi, Author, Advocate and Intellectual Property Consultant; Chief Executive, ©Africa and Innovative Lawyering, Nairobi and Siaya, Kenya.

· Ms Marisella Ouma - Doctoral Associate, Queen Mary Intellectual Property Research Institute; Doctoral Associate, ©Africa and Innovative Lawyering.

· Ms Jackline Nyaga – Senior Research Associate Innovative Lawyering and © Africa, Advocate, Pre-doctoral associate in IP, McCall University Canada (2005/6)

· Mr Sylvance Sange, Master of Intellectual Property (MIP), Franklin Pearce, (USA), Senior Trade Mark Examiner, Kenya Industrial Property Institute (KIPI), Nairobi.
5. Objectives of the Workshop

a) To create awareness and sensitize consumers, traders, lawyers and law enforcement officers about the increasing and adverse effect of counterfeit trade in Kenya.
b) To explore effective and efficient mechanisms which traders, manufacturers, service providers, enforcement officers and lawyers can apply to intensify the war against counterfeiting and counterfeit trade.
6. Charges:

Charges per person:
KES 15,000/= (both days)
Early bookings per person (by 20th August 2006) KES 12,000/= (both days). 

Charges are inclusive of comprehensive workshop materials, including Kenyan laws, appropriate Kenyan cases, appropriate cases from other countries, and presentations by speakers. The charges also cover tea and lunch for the two days. 
7. Executive Summary
What is counterfeiting and counterfeit trade?

Product counterfeiting and the trade in counterfeit products, labels and packaging involve the imitation of legitimate or genuine products that are marketed under brand names. Services are also increasingly being offered by counterfeit providers who use other providers’ brand or trade names.

The imitations are usually clones or falsified products, labels and packaging designed to look like genuine products. Counterfeits are usually intended to deceive or confuse consumers who then think they are paying for a merchandise, service or technology of a brand, quality, durability or other characteristics the consumer has come to rely on, but in return gets a fake product. 

Some counterfeit products are made here in Kenya while others are imported from other countries.

Industries in which counterfeit trade is rampant in Kenya include: computer software, designer label apparel, books, chart topping music and movies, watches, patented or branded medicines, automobile parts, foodstuff, seeds and chemicals…the list is endless.
Counterfeit trade in Kenya

It has been estimated that in some of the worst affected industries, counterfeit trade accounts for more than 70% of the trade while the rest consists of trade in legitimate (legit) or genuine products or services.
Counterfeit trade costs Kenya about Kshs 20 billion yearly in lost revenue and employment opportunities annually, according to some estimates. Among the counterfeit goods in the market in Kenya are drugs (about $ 130 million), textiles (about $ 6.5 million), tyres and tubes (about $ 4 million) and soaps and detergents (about $260,000).
In 1999, the Kenya Book Publishers Association estimated their annual loss at Kshs 300,000. The losses incurred in the copyright industry have increased dramatically since then. According to some sources piracy ranges from 83% for business software, 90% for music cassettes and CDs and almost 100% for video cassettes and DVDs. In Kenya, street vendors and exhibition stalls openly sell counterfeit or pirated goods. And generic medicines are marketed through counterfeit packaging of the popular legitimate brands.
To compound the problem, emerging technologies have made it easier for counterfeit traders to carry out the trade. For instance, digital audiotapes, digital broadcasting, optical character recognition (OCR), scanners, recordable compact discs (CDs), electronic cameras, the Internet and high quality photocopiers have made counterfeiting cheaper, faster, simpler and more rewarding. 

Law makers, policy makers, enforcement officials, and the industry must deal with these advances in technology as they attempt to deal with the effects of counterfeit trade.
Impact of counterfeit trade

1. Counterfeiters rarely (if ever) pay taxes or the relevant duties and rates. This denies the Kenyan Government and local authorities much needed revenue which could be used to provide better infrastructure, housing, electricity, telecommunications systems and health care to the population. 

2. Counterfeiters incur limited production costs, thus they can afford to sell their goods cheaply and thereby undercut genuine producers. This deprives business of deserved profits.
3. Counterfeit goods pose great risks to public health and safety. Forged labels on baby formula, drugs that lack active ingredients, counterfeit alcohol, food, and personal care items have had and continue to have devastating effects on consumers.

4. Where the counterfeits are of lower quality than the legit or genuine products, the legit entrepreneur’s reputation is tarnished and this leads to loss of future sales.

5. Counterfeit trade may lead to strained trade relationships among IP owners and counterfeiters. For instance, the  US has threatened or imposed sanctions on countries like China, Brazil, Egypt and South Africa who were regarded as violating its nationals’ or corporations’ IP. Kenya has been specifically mentioned in the 2006 International Intellectual Property Alliance (IIPA) 2006 Special 301 Report because of the rampant counterfeit or piracy going on in most sectors and the Government’s failure or inability to address the problem effectively.
Anti-counterfeiting Law and Enforcement in Kenya

Some anti counterfeiting strategies which have been adapted and which should be strengthened in did include using the criminal law and civil law as well as institutional collaboration at the national, regional and international levels.

1. Criminal law

Kenya’s Penal Code (Cap 63) provides a general framework for anti-counterfeiting criminal laws. Section 380 and 381 penalize counterfeiting or forging of trade marks.

Section 381 outlines conduct which constitutes trade mark counterfeiting. This includes forging or counterfeiting a trade mark; applying any forged trade mark to any chattel or article; and applying or attaching “any chattel or article to any case, cover, reel, ticket, label, or other thing to which any trade mark has been falsely applied, or to which any false or counterfeit trade mark has been applied” (sec. 381 (1) (4)).

Challenges

· The provisions of the Penal Code are inadequate. They do not sufficiently deal with products protected or promoted under other IP doctrines such as copyright, patent, design right, industrial design, mask work, and trade secret, if at all. 
· Counterfeiting trade marks is treated as a misdemeanour punishable by incarceration for a term not exceeding two years and/or an unspecified fine. The penalty is not specifically stated in the material clauses and has been extrapolated from section 36, which embodies an omnibus penalty for misdemeanours.

· In the information society it is difficult to detect counterfeiting, for instance in e-commerce. This is also the case in usual trade partly because counterfeit products are very similar to legitimate ones. Moreover, technology has facilitated the production and distribution of counterfeit products which are identical to the legitimate products. Reliefs or sanctions such as forfeiture would therefore be very difficult to implement mainly because the physical address of counterfeiters may not be disclosed. There may also be problems of arresting the counterfeiters and bringing them to court. There are also difficulties relating to what laws will apply to dispute, hence challenges regarding choice of law and choice of forum, among other constraints.

2. Civil anti-counterfeiting law

The applicable laws relate to contractual liability, tortious liability and breach of statutory duty. These include: weights and measures law, general contract law, competition law, import and export regulation, sale of goods, registration of business names, and transfer of businesses, and sale of goods law, among others.
There is limited capacity in the police force. Traders, consumers, police and other Law enforcement officials face difficulties in distinguishing legitimate, genuine or original products from counterfeit or pirated products. In many situations even the innovators, traders and investors cannot distinguish between the genuine and phony products.
3. The Draft Anti-counterfeiting Bill
Some stakeholders are promoting an Anti-counterfeiting Bill. The draft Anti-counterfeiting Bill recommends penalties upto Kshs 1.5 million or five year jail terms (or both) for first offenders. The proposed penalties are harsher for repeat offenders and will include destruction of impounded goods. This Bill should be evaluated, the passed and implemented as one of the anti-counterfeiting strategies. 
� For a comprehensive study on counterfeit trade see Ben Sihanya, “Intellectual Property Confronts Counterfeiting in Africa: Protecting Innovators and Consumers in Cybersociety,” T. Wilhelmsson et al (eds), Consumer Law in the Information Society, Netherlands, Chapter 19, Kluwer Law International, pp 329-364.





� For a systematic and detailed discussion on many of these strategies, see Ben Sihanya, “Intellectual Property Confronts Counterfeiting in Africa: Protecting Innovators and Consumers in Cybersociety,” already cited above.
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