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Over the next decade, South Africa is to become a world leader in biotechnology, a key contributor to global space science and technology, and one of the top three emerging economies in the global pharmaceutical industry.  At least, this is the exciting future envisioned in South Africa’s Ten-Year Innovation Plan.  Unfortunately the present reality is very different: over the past decade, South Africa‘s innovation output has all but stagnated while that of our peer nations, such as South Korea, India and China, has sky-rocketed.  In fact, according to the World Bank, South Africa’s ranking on the Knowledge-based Economy Index has fallen by about 10 places since 1995.
It is generally accepted that government support is an essential component for boosting innovation in South Africa.  Developed countries – and even other developing countries – are injecting massive amounts of funding into their innovation support systems, particularly into SMEs. These countries are competing with each other to see who can build the most effective innovation support systems – and even to lure entrepreneurs from other countries. 

In South Africa, too, government has spent in excess of R500 million since 2001 on “biotech innovation” alone. Compared to South Africa’s peer countries, this is a small amount – yet, it could have accomplished a great deal if it had been spent wisely. Unfortunately, the funding agencies that government has established as part of the national innovation support system have turned out to be inefficient and out of touch with the business world. The funding agencies are characterized by long, drawn-out processes and sluggish decision making. This causes South African companies to fall behind their peers in the development of their products, and some even fall out of the race completely. Private sector research is neglected while public sector projects are given preferential funding – even though international experience has clearly shown that the private sector is the major driver of innovation. 
To make matters worse, the funding conditions imposed on private companies are serious counter-incentives for entrepreneurs. Similar to venture capitalists (VCs), the funding agencies currently demand significant equity and board representation in the companies they fund. In addition, the agencies often demand shared IP ownership or royalties. Having a government agency as a shareholder and a board member can seriously undermine the adaptability and rapid decision-making capability essential for a fast-growing and dynamic company.

These intrusive and authoritarian funding conditions are out of sync with the rest of the world. In countries that excel in innovation, the most common forms of government funding are pure grants – money that is given, free of intrusive conditions, to the most promising innovative projects. What does the country get in return? Increase in innovation, higher economic growth and competitiveness, more jobs, and more long-term income for the state through taxes. Governments of these countries have long since realized that bugging down entrepreneurial spirit and activity with state-held equity and state representation in management is short-sighted and counter-productive. In South Africa, in contrast, the government funding agencies are seduced by the allure of control. This is clearly to the detriment of entrepreneurial dynamics. South African entrepreneurs are forced to sell their souls to the state in return for financial support. No wonder our country’s innovation record is so dismal. 

As can be expected, the end result of the South African funding agencies’ control-addiction is to drive South African entrepreneurs and scientists abroad. Why sacrifice one’s company’s independence in South Africa if one can get more money with no such sacrifice in India, Dubai, Singapore, Canada, the UK or Belgium (to name but a few)? High-level human resources, such as entrepreneurs and scientists, are highly mobile in today’s global village and can literally shop around for the best deal. South Africa can no longer afford to ignore the reality of being in an ever-shrinking competitive world. An ‘adapt or die’ approach has become a sine qua non to survival.  
In light of the failure of the current innovation support system, the news that government was revising its funding agencies’ structures was greeted with general enthusiasm. However, disillusionment abounded when the Technology Innovation Agency (TIA) Bill revealed that government intends to do the exact opposite of what international experience clearly indicates. Instead of freeing entrepreneurs from the shackles of government control, the new TIA Bill aims to entrench these very shackles into law. For example, whenever the TIA “enters into any transaction” with any company, the company will be forced to grant the TIA representation on its board.  As envisaged in the Bill, the TIA resembles a super-entrepreneur that can establish or acquire companies and that may compete against private entrepreneurs with their own tax money.
The TIA Bill is therefore a shocking retrogressive and authoritarian move by government that can only lead to further decline in innovation. The thinking behind the Bill is fundamentally flawed: more government control of potentially innovative SMEs will not squeeze more innovation out of them – on the contrary, it will squeeze entrepreneurial incentive away and will make the multitude of overseas opportunities ever more attractive. 
The TIA Bill must be drastically revised to reverse the control-addicted culture that has been cultivated by the government funding agencies until the present. It must free entrepreneurs from the ballast of equity sharing and management representation by the state. It must be guided, instead, by pro-business principles and must recognise the fundamental importance of attractive terms of funding, efficient funding processes and reliable project evaluations. The formation of a new Technology Innovation Agency presents a wonderful opportunity to recreate South Africa’s innovation support system as a globally competitive, perhaps even leading, system. By so doing, South Africa will be well on its way to achieving the inspiring goals set out in the Ten-Year Innovation Plan. 
