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Project Description for the Establishment of National Innovation Centres
1.1 Background information
Developing countries including Kenya have large MSE sectors which are faced with numerous
challenges. In the case of Kenya Micro and Small Enterprises (MSEs)1 have been in existence
for over two decades and have been a major source of employment, goods and services.
According to the National Micro and Small Enterprise Baseline Survey 1999; Survey Results 2,
which is the most comprehensive survey of MSEs undertaken in Kenya to date, MSEs contribute
approximately 18.9% of GDP and provide employment for 2.3 million people. This accounts for
approximately 48%3 of the total employed persons in Kenya in 1999 (the year the survey was
conducted).
Despite this, MSEs face a number of challenges which limit their growth opportunities4. They
are faced with inefficient market information; poor market access; low technological capability;
limited access to finance and capital and limited awareness or use of Intellectual Property Rights
(IPR).
One major advantage that MSEs have is that; they are innovative, flexible, and willing to
experiment and exploit new markets compared to larger enterprises5. This is evidenced in Kenya
where number of MSEs and young entrepreneurs develop and offer unique innovative products
and services. An example is Evans Wadongo who developed a solar powered LED lantern
which he coined ‘MwangaBora’ which are distributed to rural homes in Kenya where there is no
electricity through a nonprofit organization. In 2010, Evans was a CNN Hero nominee for his
invention6.
There are also several developments in the field of ICT mostly reported by the media by
University Students and other members of the public. Ushahidi and the anti theft device are two
examples which won Vision 2030 Innovation Awards in 2011 which were sponsored by the
Kenya ICT Board and Kenya Vision 2030 Delivery Secretariat;
1

MSEs here are defined as formal or informal non-primary enterprises employing 1-50 workers. This therefore
includes sole-proprietors and/or single entrepreneurs.
2
CBS, ICEG and K-Rep Holdings ltd (1999), National Micro and Small Enterprise Baseline Survey 1999; Survey
Results. Central Bureau of Statistics (CBS), International Center for Economic Growth (ICEG), K-Rep Holdings
Ltd, Kenya
3
This percentage is obtained from the 2000 Economic Survey, which estimates that the total recorded employment
(excluding the public sector) on 1999 was 4.79 million and the 1999 National MSE Baseline Survey estimates that
2.3 million persons are employed in the MSE sector, therefore the MSE sector accounted for 48% of the total
number of employed persons
4
Gitonga, A (2008), Factors Affecting Growth of Micro and Small Enterprises in Kenya KIPPRA Discussion Paper
no. 88, finds that MSEs that contract; market; and those with larger capital base achieve higher levels of growth. The
study recommends that growth oriented MSEs be provided with marketing, financial and business support and be
encouraged to network and form linkages
5
Fafchamps, M. (1994), Industrial Structure and Mircoenterprises in Africa. The Journal of Developing Areas, Vol.
29 (October 1994), pp. 1-30.
6
http://edition.cnn.com/2010/LIVING/02/11/cnnheroes.wadongo/index.html
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Ushahidi was originally created to coordinate information relating to riots that broke out after a
disputed Kenyan election in 2007. Since then the platform has been used for everything from
spreading information during the Haitian earthquake in January 2010 to dealing with snow
removal in New York City.
Source: Naone (2011), ‘Internet Activists Mobilize for Japan’ Technology Review March 14, 2011

Ushahidi is a non-profit technology company that specializes in developing free and open source
software for crowdsourcing, visualization, and interactive mapping. Ushahidi started as an ad
hoc group of technologists and bloggers hammering out software in a couple days, trying to
figure out a way to gather more and better information about the post-election violence in Kenya
in January 2008. It has since been used around the world for mapping instances of violence
and disaster relief
Source: http://www.connected.go.ke/2011/04/winners-v2030-ict-awards/

Morris Mbetsa, a young Kenyan invented an anti-theft device that uses SMS technology to both
block and track car theft. The system brings the whole concept of vehicle security into one’s
hand thanks to the mobile phone; it enables car-owners to monitor their vehicle from a distance
and even be able to completely stop the vehicle. Morris Mbetsa had just graduated from high
school when he came up with this security device. The innovation is an entirely Kenyan designed
GPRS tracking device.
Source: http://www.connected.go.ke/2011/04/winners-v2030-ict-awards/
Incubation centers to harness relevant talent in ICT have also emerged. iHub and NaiLab for
example are Innovation Hubs for entrepreneurs and technologists in the ICT sector. In July 2011,
the newest incubation centre known as Chandaria Business Innovation and Incubation Centre
which is affiliated with Kenyatta University was launched aimed assisting young entrepreneurs.
Other university ran incubation centers include; University of Nairobi’s FabLab, and Strathmore
University’s iLab.
Theoretically the objective of intellectual property rights is to provide the inventor with
incentives to recoup the costs associated with developing the invention7. This however may not
be the case in Kenya as innovators may not be effectively utilising IPRs systems Kenya.
The number of patent applications by Kenyans for instance is very low, yet to pass the 100 mark
as illustrated in the figure 1.

7

See Besen M. S. and Raskind L. J. (1991), ‘An Introduction to the Law and Economics of Intellectual Property’
The Journal of Economic Perspectives Vol. 5 No. 1 pp. 3-27
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Figure 1: National Patent application and grants in Kenya
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Source: KIPI
It is however interesting to note that the highest number of IP applications made in Kenya, at the
Kenya Industrial Property Institute (KIPI) emanate from MSEs.
The low uptake of IPR in Kenya is attributable to limited awareness of IPR as evidenced by a
Report on National Intellectual Property Audit in Kenya (2004) 8. Some of the reasons for the
low awareness of intellectual property as indicated in the National Intellectual Property Survey
include:
i)
ii)
iii)
iv)
v)

Difficulties in differentiating between the various types of intellectual property (IP).
Difficulties in recognizing inventions and innovations
Not knowing how and where to protect IPR
No Intellectual Property Management Office in the Industry
Too much secrecy covering IP

The MSEs that do develop Intellectual Property (IP) products often face challenges in
commercialising them. The Report on National Intellectual Property Audit (2004) reveals that
Kenyan inventors often misunderstand how to commercialise and protect their inventions. A
large number of them have high expectations for rewards from their inventions. Some expect
8

See Ogada, T., Nyangun K, Njuguna D., Mwasi M., Sange S., Gituku B., Mbayaki A., Waweru I. (2004), Report
on National Intellectual Property Audit. Prepared on behalf of the World Intellectual Property Organization (WIPO)
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KIPI and the Government to provide them with financial assistance to commercialise their
products. Most however think that self exploitation is the only way for them to be able to
commercialize their products.
As evidenced, above, innovation is present in Kenya however utilization of IPR and
commercialization of these innovations seems to be a key challenge for local entrepreneurs. A
case in point is one that was reported in the media of two university students; Jeremiah Murimi
and Pascal Katana, who developed a mobile phone charger, “dynamo-powered smart
charge.” that uses bicycle pedal power who later took Nokia to court after the company
introduced a similar product into the Kenyan market. The students claim that they were the first
to apply for the patent at the Kenya Industrial Property Institute (KIPI)9.
MSEs that do have a final product however face the challenge of poor market access and
information. This market failure is attributable to lack of resources or know-how on tapping
larger markets with the aim of improving market reach of their products. The public is therefore
often unaware of the local products available in the market. In some cases it may be easier for
the public to identify a manufacturer or distributor abroad yet similar products may be available
locally.

1.2 Gaps in the Market
There are important developments in the country for instance the government of Kenya has
realised the importance of Science technology and innovation (ST&I) and has recognised its role
in creating new knowledge, boosting wealth creation, social welfare and international
competitiveness. The Government has also drafted a Science Technology and Innovation Bill
and Science Technology and Innovation policy. Further to this efforts to support start-ups
through incubations are also being intensified; however IP awareness uptake, commercialization
and even market access are key challenges faced by MSEs. Furthermore, MSEs still face the
challenge of lack of collateral despite the growth in the Micro Finance Institutions (MFIs) over
the last few years.
The type pf support MSEs require therefore should be aimed at addressing these challenges.
Emphasis should be made on exploitation-free commercialization of these innovations developed
by MSEs and other local entrepreneurs. One important step towards achieving this is by linking
MSEs and entrepreneurs to investors and facilitating the commercialization of their products
where all parties benefit.

9

See Pedal Power for Kenya’s Mobiles BBC News, July 24, 2009 available at
http://news.bbc.co.uk/2/hi/africa/8166196.stm and Kenfrey Kiberenge Students take fight to mobile company over
invention The Standard Online, June 18, 2010 available at
http://www.standardmedia.co.ke/archives/health/InsidePage.php?id=2000011980&cid=4&

6

1.3 The Project
The premise of the project is to develop an innovative mechanism that will address these
challenges and gaps though the development of a National Innovation Centre to host and
maintain the innovation inventory; facilitate access to finance; link inventors and investors;
provide marketing support (of the products available in the innovation inventory); and facilitate
the acquisition of IP and valuations of IP assets.
1.3.1

Objectives of the project

1. To establish a one stop shop (national innovation centres) where;
 investors meet inventors
 inventors can access with necessary technical support
 inventions can be marketed
2. To support MSEs to access finance to develop and commercialize their innovative
product
3. To improve knowledge and uptake of intellectual property rights
1.3.2

The Strategies

The National Innovation Centre will utilise the following three strategies; a mutually beneficial
inventor-investor strategy; where investors can identify and invest in an innovation from the
national inventory and; an inventor-financier strategy whereby financing agents can provide
MSEs with finance to commercialise their innovation and a marketing strategy where the
commercialised products are documented for the open market;
The inventor-investor strategy: under this strategy, an investor looking for investment
opportunities can come together with inventors in need of financial assistance to develop their
product. The idea is to develop a forum or institution (Innovation Centre) where inventors and
investors can meet. Micro and small businesses with an innovation can be hosted in a database
which is maintained by this institution10. The investors can then identify and invest in the
innovations they desire. The MSE can then develop, protect (using IPR) and commercialize
using the additional resources. The revenue and/or royalties generated from the
commercialization of this product can then be used to pay back the investor11.
The inventor-financier strategy: In this strategy, financial agents affiliated to the institution
would develop a financial solution for MSEs who have an innovative IP product and require
financial support to commercialise and market the product. The uniqueness of this financial
solution would be that the innovation would serve as collateral. A license agreement for instance
can be drawn between the inventor and the financing agent12. This will also act as a form of
10

Innovation inventory (see figure 2)
Similar to venture capital approach
12
One can legally assign their licence to a third party through different modalities such as license agreements for
instance. The Industrial Property Act (2001) of Kenya, for instance, has this provision for patent license holders.
11

7

security and the repayment plan. Royalties and income generated from the products are then
utilised to repay the financier. This is an important consideration because IP assets are often not
considered as collateral in financial markets in developing countries.
The inventor-investor strategy and the inventor-financer strategy will rely on an innovation
inventory (see figure 2)
Marketing strategy: as indicated earlier, market access is a major challenge for MSEs. The
National Innovation Centre will therefore be mandated to provide a database of the innovative
products available in the market. This second database would be a catalogue providing details of
the products and price which is availed the public. The main aim of this database is to document
the products developed using both strategies and also other locally available products.

Figure 2: Proposed Innovation Network
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The National Innovation Centre
The following shall be the functions of the Innovation Centre;
1. Facilitating collaboration between MSEs and investors

8

Investors

2. Hosting and maintaining the innovation inventory for the inventions by MSEs which can be
accessed by investors
3. Facilitating access to finance
4. Providing marketing support by marketing the products available on the MSE products
catalogue
5. Establish a revolving fund for commercialization of products developed by MSEs
6. Facilitate the acquisition of intellectual property (IP) and valuations of IP assets and
innovations
7. Provide legal assistance
1.3.3 Action plan for implementation
The concept was presented during the Global Economic Symposium in October 2011 in Kiel
Germany during a roundtable for Global Economic Fellows Projects which provided a platform
to share the idea and prompt deliberations.
The project is to be piloted in Kenya in 2012 (depending availability of necessary resources).
The project will be implemented in two stages;
Phase 1: Digital stage
During this stage, a virtual National Innovation Centre will be established which will host the
national innovation inventory and the MSE product catalogue. During this phase, effort shall be
made to generate interest in the Virtual Centre and to develop the (1) innovation inventory (2)
MSE product catalogue to enlist interested parties. MSEs who participate will also be provided
with training on IPR and how they can apply for them.
Phase 2: Physical National Innovation Centre
Once the database has been established, Phase 2 will commence which will involve
institutionalizing the National Innovation Centre physically. The Centre will operate like a one
stop shop linking innovators, investors, financing agencies, IP lawyers and valuers together.
Table 1: Implementation Plan
Stages Activity
1
1
2

3

2

Develop detailed proposal
Disseminate the proposal to
relevant government officials in
Kenya and other stakeholders for
buy-in; through roundtable
meetings, media articles etc
Put in place an implementation
team, develop budget and obtain
approval and funding for the
development of project

9

3

Time frame (months)
5
6
7

8

9

10

4

6

7

8
9

1.3.4

Develop the software that will
host and maintain the databases
for innovations which investors
can consider commercializing
Disseminate details of the
database to innovators,
entrepreneurs, investors and
financiers who would be willing
to participate in the project
(continuous process)
Capacity building course for
MSEs on IPR (done frequently as
MSEs join)
Officially launch the National
Innovation Inventory web portal
Enter into Phase 2 of the project

Expected outcomes

The key expected outcome is the establishment of a National Innovation Centre that hosting
products by local MSEs which can be accessed by local and foreign investors.
This is expected to contribute to the following;
 An increase in the number of MSEs with innovative products who are able to
commercialize and market their products
 An increase in the use of intellectual property rights amongst MSEs
 Increase use and access of locally developed goods
 Improved access of financing options for MSEs for developing and commercializing
their innovations
 Improved technological capability locally
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