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Introduction

The Small Business Innovation Development
Act of 1982, Public Law 97-219, as amended,
directs the U.S. Small Business
Administration (SBA) to establish policy for
monitoring, evaluating, and reporting on
accomplishments of the Small Business
Innovation Research (SBIR) program.

This is the 26th annual report on the

SBIR program, which summarizes

program activities and results for FY 2008.

Public Law 97-219 was signed on July 22,
1982, and is found in section 9 of the Small
Business Act. Congress reauthorized the
SBIR program in 1986, and again in 1993,
extending it to October 1, 2000. This
reauthorization also increased the percentage
of research and development (R&D) funds
that participating Federal agencies must
direct to small businesses under the program
from 2 percent to 2.5 percent. On December
21, 2000, Public Law 106-554 was signed,
reauthorizing the SBIR program through
September 30, 2008. The program was
extended through FY 08.

FY 2008 Summary

* InFY 2008, the 11 agencies participating
in the SBIR program released a total of 24
Phase I solicitations. The Department of
Education (ED) released 4 solicitations;
the Department of Defense (DOD), the
Department of Commerce (DOC),
Department of Homeland Security (DHS),
and the Department of Health and
Human Services (HHS) released 3
solicitations, the Department of
Transportation (DOT) and the National
Science Foundation (NSF) each released
two solicitations; and the other four
agencies released one each.

=  Participating agencies received 22,081
Phase I proposals from small high-tech
business concerns. Agencies subsequently
made 3,626 Phase I awards, representing
16 percent of proposals received.

= A total of 3,227 Phase II proposals were
received by participating agencies,
resulting in 1,771 awards. These awards
represented 54.8 percent of Phase 1T
proposals received.

= In total, 25,308 Phase I and Phase IT
proposals were received in FY 2008,
Phase I and Phase IT awards totaled
5,397, representing 21 percent of the total
number of proposals received.

HUBZone Small Business
Concerns

The Small Business Act requires the SBA to
report on the participation of HUBZone small
business concerns (SBCs) in the program.
The participating agencies received 776
proposals and made 86 Phase I awards to
HUBZone SBCs. The participating agencies
received 111 proposals and made 67 Phase IT
awards to HUBZone SBCs. Phase I awards
totaled $8.2 million, and awards for Phase 11
totaled $38.1 million for a total of $46.3
million to HUBZone SBCs.

Technology Resources
Network

As defined in Section 9 of the Small Business
Act, the SBA designed the Technology
Resources Network (Tech-Net) which was
1mmplemented in part in1998. Tech-Net
streamlines and standardizes the reporting
of SBIR awards and applicant information
by the Federal agencies required to
participate in the SBIR program. The SBA
held several working sessions with the
agencies to define the input data fields and a
core set of output reports to facilitate the
administration of the program. The SBA
incorporated the unique needs of each
agency into the design of the database
system to ensure that the system would
provide much needed award and applicant
information. Information such as name,
size, location, abstracts and identifying
number of each SBC that has received a
Phase I or Phase II award is available in this



database. Agencies now have the ability to
review awards and applicant information
and edit previously reported data
interactively. The public version of this
database can be accessed by visiting the
website: http://tech-net.sha.gov.

In FY 08, SBA tested the Government
database, which will maintain
commercialization information on all Phase II
projects funded under the SBIR program. This
database will not be directly accessible by the
public, instead aggregated performance
information will be included in our annual
reports. Therefore, any confidential
information that is provided by the SBIR
Phase IT awardees will not be disclosed to the
public. A username and password will be
required to access the database. The SBA will
control the issuance of the username and
passwords. The database is being designed to
collect information that will allow

stakeholders to effectively measure the impact

and success of the program.

SBA is working to develop a measure that
would be the percentage of sales compared to
Phase | and Phase II awards plus additional
Federal investment, i.e. sales/(Phase I +
Phase 1T + follow-on investment).

Compliance with
Reporting of Follow-on
Non- SBIR Awards

SBIR firms should be encouraged to develop
and expand business applications of their
SBIR research with the desired outcome of
generating new employment and income.
One purpose of follow-on funding
agreements or Phase III is to commercialize
the innovation and help the small business
concern grow. Congress requires agencies
that operate SBIR Programs to give
preference to make Phase IIT awards to the
SBIR awardees that developed the
technology. There are however, occasions
where agencies make Phase III awards to
firms other than the firm that developed the
technology under a Phase [ or Phase II
award. When a Phase III award is given to a
firm under these circumstances, agencies are

required to notify SBA, and outline the
rationale for the award. Upon review of the
agency notification, SBA may file an appeal
with the agency further questioning the
rationale for the award and the reason why
the Congressional preference has not been
utilized.
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Table 2: Number of SBIR Awards --
FY 1983 through FY 2008

Fiscal Year ~ Phasel Phase I1 Totals
83 776 - 776
84 1,005 275 1,280
85 1,470 347 1,817
86 1,585 567 202
87 2,052 688 2,740
88 1,932 702 2,634
89 2,031 748 2,779
90 2,354 833 3,187
91 2,598 747 3,345
92 2,487 907 3,394
93 2,911 1,028 3,939
94 3,088 882 3,970
95 3,059 1,246 4,305
96 2,826 1,184 4,010
97 3,327 1.400 4,727
98 2,976 1,249 4,225
99 3,324 1,235 4,559
00 3,894 1,328 5222
01 4,231 1,520 5751
02 5112 1,585 6,697
03 5,086 1,734 6,820
04 4,375 1,978 6,353
05 4,216 1,859 6,075
06 3,722 1,926 5,648
07 3,814 1541 5.355
08 3,626 1,771 5,397
*Total 77,877 29,280 107,157

*The above table uses Tech-Net data rather than
summary information provided by the participating
agencies. The SBA is using Tech-Net data because it is
more specific and accurate than the summary
information, and therefore, the numbers shown here
will be different than in prior reports. Specifically, the
data that is compiled in Tech-Net contains information
on all individual awards (including an abstract of the
award, company information, and award information).
This information allows the SBA to look behind the
summary programmatic numbers and review individual
awards.

During FY 2008, participating agencies
awarded over $2.1 billion (including
modifications) through the SBIR program.

- FY 2008 Phase I awards totaled over
$438 million.

+  Phase II awards aggregating over $1.3
billion were made in FY 2008.

« In FY 2008, minority/disadvantaged-
owned firms received 396 awards
totaling over $122 million.

" Table 3: Value of SBIR Awards--
FY 1983 through FY 2008
(in millions of dollars)

Fiscal Year Phase [ Phase I1 Totals

83 $367  § $ 367
84 48.8 99.8 148.6
85 72.8 118.2 199.1
86 81.1 2213 303.5
87 103.0 164.7 267.7
88 97.8 290.2 388.0
89 102.0 291.1 393.1
90 119.8 327.2 447.1
91 130.8 319.7 450.5
92 125.0 390.8 515.8
93 158.6 459.7 618.4
94 219.6 373.6 5933
95 233.9 708.9 942.8
96 227.2 684.2 9114
97 277.4 8416 1,119
98 257.7 7767 1,0344
99 289.7 8128 11026
00 290.4 7551  1,0455
01 303.2 857.4 12943
02 4114 1,0233 11607
03 4656 12664 17320
04 491.0 14637 19547
05 4507 1,397.4 1,848
06 4221 14795  1.9016
07 4473 11966  1.644.0
08 4381  1,3455 17836
*Total 62986 177137 24,0123

*The above table uses Tech-Net data rather than
summary information provided by the participating
agencies. The SBA is using Tech-Net data because it is
more specific and accurate than the summary
information, and therefore, the numbers shown here
will be different than in prior reports. Specifically, the
data that is compiled in Tech-Net contains information
on all individual awards (including an abstract of the
award, company information, and award information).
This information allows the SBA to look behind the
summary programmatic numbers and review individual
awards.

The FY 09 SBIR annual report will also include award
rate data on R&D contracts and grants other than SBIR
awards.

Through its SBIR Policy Directive, the SBA
requires each participating agency to list the
number of Phase I awards made both within
6 months and after 6 months of the closing
date of its solicitation announcement. Table
4 provides this information for FY 2008.



Table 4: FY 2008-- Phase | Timeframe

Total FY 08 No. within 6  No. More Than

Phase [ Months of 6 Months After

Agency Awards Solicitation Close Solicitation Close
DOA i 77 0
DOC 40 40 0
DOD 1826 1,464 362
DOE 280 280 0
DOT 11 11 0
ED 33 28 ) 0
EPA 25 25 0
DHS 28 28 0
HHS 806 803 3
NASA 276 276 0
NSF 224 224 0
TOTAL 3,626 3,261 365

Energy Independence
and Security Act of 2007

On December 19, 2007, the President signed
into law the Energy Independence and
Security Act of 2007 (Public Law 110-140,
codified at 15 U.S.C. §638(2)(1)(B)), directing
the SBA to:

* Ensure that SBIR agencies give high
priority to small business concerns
that participate in or conduct energy
efficiency or renewable energy
system research and development
projects:

¢ Include in SBA’s annual report to
Congress a determination of whether
such priority is being carried out:

e  Consult with the heads of the
agencies in determining whether
such priority has been given: and

e Issue guidelines and directives to
assist the participating agencies in
meeting these requirements.

On September 3, 2008, guidelines were
issued to the participating agencies for
meeting the requirements.

Below is a sample of priorities being given to
energy-related projects:

SBIR program solicitations have included
energy efficiency or renewable energy topics.
Some of those topics or technology areas are:

Power and Direct Energy, High Energy
Flexible Propulsion Technology, Unmanned
Technology, Energy and Power Security
Technology, Solid State Electrolyte
Development for Advanced Energy Storage
Devices, Materials for Advanced Cooling
Applications, Technologies Related to Energy
Storage for Hybrid and Plug-Tn Hybrid
Electric Vehicles, Development of Cavitating
Liquid Jets for Remediation, and a Multi-
Channel Gastric Pacer for Treating
Gastroparesis.

In addition to energy efficiency and renewal
energy topics in the SBIR solicitation, other
mechanisms used to give priority to energy
efficiency include outreach to raise
awareness of the Energy Independence and
Security Act of 2007 to the small business
research community through presentations,
conferences, meetings, and website notices.
Some websites report success stories that
show the impact of the SBIR program on
energy efficiency and renewable energy
system technology research. For example,
instructions have been included in some
solicitations stating that proposals that
address energy related aspects to their
technology development will have a “tie-
breaker” advantage. This is also stressed
during outreach presentations to the small
business community. One agency is also
teaching students about the underlying
concepts related to energy efficiency and
renewable energy.

Extramural Budget
Calculation

Public Law 106-554 directs each Federal
agency with an SBIR program to provide
SBA with an annual report that includes a
description of the methodology used for
calculating the amount of the extramural
budget of the Federal agency. (See Table 5)

To monitor and report on the participating
agencies’ SBIR programs, the SBA has
established a reporting base to compare
against each agency’s budget data. To
determine extramural obligations as a base
for the size of each agency’s SBIR program,
the Small Business Act provides a definition
of R&D.



It should be noted that a 3-year budget cycle
is used for establishing extramural R/R&D
obligations. Within any given year, a
participating agency’s initial estimate can
change due to congressional action on that
agency’s R/R&D budget. To ensure proper
implementation of the program, each agency
will establish an estimated budget as a basis
for operations during the year.

The SBA’s Chief Financial Officer’s office has
reviewed the methodology used in
calculating each participating agency’s
extramural budget. The results of that
review are in Table 5.



Table 5: CALCULATION OF EXTRAMURAL BUDGET
($ In Thousands)

Agency Name FY 2008 R&D | Intramural Extramural $SBIR Other Comments
Budget Budget & Budget
Other

Dept. of $2,188,000 $1,441,000 $ 747,000 $18,675 | Estimates forwarded to

Agriculture Cooperative State Research,
Education and Extension Service
managing SBIR program

Dept. of Air Force 18,380,455 4,757,682 13,491,985 337,300

Dept. of Army 12,126,591 948,603 10,816,353 270,409

DOD-TRICARE 955,466 0 955,466 23,888

Management

Activity

US Special 374,163 590 346,203 8,655

Operations

Command

DOD Defense 8,611,029 934,620 4,906,756 122,669

Missile Defense

Agency (MDA)

DOD-CBD 1,053,035 412,313 502,815 12,570

Program

DOD-0OSD 2,692 906 526,057 1,789,521 44,738

Defense Logistics 134,339,000 26,626,000 106,875,000 2,672,000

Agency

Defense 47,440,000 621,000 46,490,000 1,162,250

Microelectronics

Activity

Defense Adv. 3,085,617 295,908 2,663,168 66,579

Research Projects

Agency

Defense Threat 455,717 170,747 284,970 7,124

Reduction Agency

Dept. of Navy 18,716,537 5,525,367 10,946,492 273,662

Dept of HHS 23,544,008 -0- 23,44,008 588,600

(including NIH)

Nat'l Oceanic & 580,000 425,700 115,100 2,878 | Uses National Science

Atmospheric Foundation definitions of

Administration extramural R&D.

Nat'l Science 4,135,235 -0- 4,135,235 96,330 | $282 million budgeted for

Foundation FFRDC was excluded from
calculations of SBIR.

Dept. of 886,969 224,815 662,154 7,299 | Both FAA ($203,263) and FHWA

Transportation ($166,921) were excluded from

(Combined) SBIR assessment.

Dept. of Education 326,000 13,000 313,000 7,825

EPA 547,595 396,035 151,560 3,789

NASA 6,828,000 N/A 4,618,000 99,825 | FY 08 Extramural Budget of
$4,618 million represents 68% of
the actual FY 08 R&D Budget.

NIST 430,044 354,452 75,592 1,890 | Uses data in financial
accounting system to determine
total R&D funds obligated,
adjusted for prior year recoveries
and over accruals.

Dept. of Homeland 587,900 -0- 352,740 12,600 | Approximately 40% of funding is

Security-Science not subject to SBIR. Non-SBIR

and Technology program funding was provided
to fund one award in amount of
§723K.

Dept. of Homeland 323,500 -0- 268,000 6,700 | Non-SBIR program funding was

Security-Domestic
Nuclear Detection
Office

used to fund awards exceeding
2.5% by approximately $1
million.
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Introduction

Pursuant to Public Law 102-564, the Small
Business Research and Development
Enhancement Act of 1992, as amended, the
U.S. Small Business Administration (SBA) is
presenting the fifteenth annual Small
Business Technology Transfer program
(STTR) annual report.

This report describes the operation and
administration of the STTR program for fiscal
year (FY) 2008. It also provides data on the
results of the first 15 years of the STTR
program, including the number of solicitations
released, the number of proposals received
and the number of awards resulting from
those solicitations.

ArA
AAA

Summary of Legislation

Public Law 102-564, as amended

Title I of Public Law 102-564 amended the
Small Business Act by reauthorizing the
Small Business Innovation Research (SBIR)
program. Congress passed Title II of the Act
authorizing the STTR program.

The STTR program and the SBIR program
share a similar philosophy. Tt recognizes
Federally funded research and development
as a base for technological innovation that will
contribute to the growth and strength of the
Nation’s economy. It differs from the SBIR
program in that STTR awards are made to
small businesses that pursue technological
innovation through cooperative research and
development with Federal laboratories and
non-profit scientific and educational
institutions. In September 1996, Public Law
104-208

reauthorized the STTR program through FY
1997. In December 1997, Public Law 105-135
reauthorized the program through September
30, 2006. In October 2001, Public Law 107-50
reauthorized the STTR program through FY
2009 and increased the program set-aside
from .15 percent to .3 percent which began in
FY 2004.

A
AAA

Technology Resources
Network

As defined in Section 9 of the Small Business
Act, the SBA designed the Technology
Resources Network (Tech-Net) which was
implemented in part in 1998. Tech-Net
streamlines and standardizes the reporting of
STTR awards and applicant information by
the Federal agencies required to participate in
the STTR program. The SBA had several
working sessions with the agencies to define
the input data fields and a core set of output
reports to help the SBA administer the
program, The SBA incorporated the unique
needs of each agency into the design of the
database system to ensure that the system
would provide much needed award and
applicant information. Information such as
name, size, location, abstracts and identifying
number of each small business concern that
has received a Phase I or Phase II award is
available in this database. Agencies now have
the ability to review awards and applicant
information, and edit previously reported data
interactively through Tech-Net. The public
version of this database can be accessed hy
visiting the website: http:/tech-net.sba.gov.
The participating agencies are providing
information needed in a timely manner to
maintain the database.

In FY 08, SBA tested the government
database which will maintain
commercialization information on all Phase II
projects funded under the STTR program.
This database will not be accessible by the
public; therefore, any confidential information
that is provided by the STTR Phase II
awardees will not be disclosed to the public. A
username and password will be required to
access the database. The SBA will control the
issuance of the username and passwords, The
database is being designed to allow the SBA,
each participating agency, Government
Accountability Office, the National Academy
of Science and the Congress to more
effectively measure the impact and success of
the program.

SBA 1s working to develop a measure that
would be the percentage of sales compared to
Phase I and Phase IT awards plus additional
Federal investment, i.e. sales/(Phase I + Phase
IT + follow-on investment).



Summary of Data

During FY 2008, small businesses submitted
3,728 proposals under the STTR program,
including 3,264 Phase [ proposals and 464
Phase IT proposals. A total of 734 awards
were made to small businesses including 483
Phase I awards and 251 Phase Il awards. In
FY 2008, total STTR program obligations were
$230,533,311. Small business received
$132,512,196 or 57 percent of total funding.
Research institutions received $87,872,842 or
38 percent.

Table 1 shows the number of awards made by
year throughout the life of the Program.
Table 2 shows the value of awards from
inception of the Program to the current year.

A
Ana

Table 1: Number of STTR Awards —
FY 1994 through FY 2008

Fiscal Year Phasel Phasell Totals
94 0 0 0
o5 1 0 1
96 0 0 0
97 0 0 0
98 206 1 207
99 297 74 371
00 311 93 404
01 315 89 404
02 367 99 466
03 457 112 569
04 718 180 898
05 579 223 802
06 633 227 860
07 634 213 847
08 483 251 734

Total 5,000 1,562 6,562

*The above table uses Tech-Net data rather than summary
information provided by the participating agencies. The
SBA is using Tech-Net data because it is more specific and
accurate than the summary information, and therefore, the
numbers shown here will be different than in prior reports.
Specifically, the data that is compiled in Tech-Net contains
information on all individual awards (including an abstract
of the award, company information, and award
information). This information allows the SBA to look
behind the summary programmatic numbers and review
individual awards.

Table 2: Value of STTR Awards--
FY 1994 through FY 2008
(in millions of dollars)

Fiscal Year Phase I Phasell Totals
94 $ $ $
95 90.8 90.8
96
97
98 1953 4 19.7
99 24.0 31.9 55.9
00 235 39.6 63.1
01 24.6 36.8 61.4
02 30.8 54.4 85.2
03 413 67.1 108.4
04 82.3 120.4 202.7
05 66.0 159.8 225.8
06 78.8 165.2 2440
07 835 1594 2429
08 61.2 178.3 2395
Total 626.0 1,013.3 1,639.3

*The above table uses Tech-Net data rather than summary
information provided by the participating agencies. The
SBA is using Tech-Net data because it is more specific and
accurate than the summary information, and therefore, the
numbers shown here will be different than in prior reports.
Specifically, the data that is compiled in Tech-Net contains
information on all individual awards (including an abstract
of the award, company information, and award information
In addition, because the information is inputted by the
STTR participating agency, and the agencies can update
the information at any time, the numbers may vary from
report to report). This information allows the SBA to look
behind the summary programmatic numbers and review
individual awards.

The FY 09 STTR annual report will also include award rate
data on R&D contracts and grants other than STTR
awards.

HUBZone Small Business
Concerns

The agencies received 126 Phase I and 12
Phase II proposals. The participating
agencies made 19 Phase [ awards totaling
$1,626,675 and 5 Phase IT awards totaling
$2,895,394 to HUBZone certified small
business concerns.

Energy Independence and
Security Act of 2007

On December 19, 2007, the President signed
into law the Energy Independence and Security
Act of 2007 (Public Law 110-140 codified at 15
U.S.C. §638(2)(1)(B)), directing the SBA to:



e Ensure that STTR agencies give high
priority to small business concerns that
participate in or conduct energy
efficiency or renewable energy system
research and development projects;

e Include in SBA’s annual report to
Congress a determination of whether
such priority is being carried out;

e Consult with the heads of the agencies
in determining whether such priority
has been given; and

o Issue guidelines and directives to assist
the participating agencies in meeting
these requirements.

On September 3, 2008, guidelines were issued
to the participating agencies for meeting the
requirements.

Below is a sample of priorities being given to
energy-related projects:

STTR program solicitations have included
energy efficiency or renewable energy topics.
Some of those topics or technology areas are:
Power and Direct Energy, High Energy Flexible

(S}

Propulsion Technology, Unmanned Technology,
Energy and Power Security Technology, Solid
State Electrolyte Development for Advanced
Energy Storage Devices, Materials for
Advanced Cooling Applications, Technologies
Related to Energy Storage for Hybrid and Plug-
In Hybrid Electric Vehicles, Development of
Cavitating Liquid Jets for Remediation, and a
Multi-Channel Gastric Pacer for Treating
Gastroparesis.

In addition to energy efficiency and renewal
energy topics in the STTR solicitation, other
mechanisms used to give priority to energy
efficiency include outreach to raise awareness
of the Energy Independence and Security Act of
2007 to the small business research community
through presentations, conferences, meetings,
and website notices. Some websites report
success stories that show the impact of the
STTR program on energy efficiency and
renewahle energy system technology research.
An example is that instructions have been
included in some solicitations stating that
proposals that address energy related aspects
to their technology development will have a
“tie-breaker” advantage. This is stressed
during outreach presentations to the small
business community.
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