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PREFACE 

The purpose of this pUblication is to enhance 1he abiltty 1,)( small bus:ncs!)cs to compete effectively in 
Sl'I'-l1l1 Business Innovation Research (SBfR) pmgrams. In Ndl:' to partic~plltc in these programs, finns 
submit SBIR proposals to fcdl"t'Al agcm:tcs in direct rt:"~ponsc- to specific solicitations. Accordingly, the 
primary emphaSis of this publication is un ptOpO$ll p«;parJtion. As proposal submission is !.he 
culmination of a planning process, prudent firms devote attention to planning their pt(;posal prior to the 
lK:n>al writing. This publication contains three chapters curresponding to a pnXc;;s thruuJ,tb \¥hich your 
finn <kremlin!;'s the suitability of SmR pilrticipution, sclC{;w projects, lind finally pn:pares propusabt 

Chapter 1 !.ksctihcs the SBlR program and how it can relate try other aspects of your business. 

Ornptcr II prcsent50 suggestions for:gathcring Informatlill necessary to d-;:[cmllnc the suitubllity of any 
project for an SBIR pwgnuIt. Such iofonnatl(m includes information OIl fcdernlllg<:ncics (who wlicit 
research and development efforts), te~boo!\)gy, and eotmTIcrdal mnrkt:ts. 

Chuptcr III dig;usscs specific ;!ems yoo should col1$idcr in preparing YDur proposal, The content of this 
chapter is based on infumtation provided by technl-cal evaluators within various agencies who reviewed 
SBIR propo:;aJs and DO a samplc of written evaluator ((llT\ITlcnts. 

T:!ls publication was pn:p;m:d by the: 

Office of Technology, U.S. Small Business Administration 

I. USING THE SBIR PROGRAM TO FURTHER BUSINESS 
DEVELOPMENT 

A. What Is SBIR 

Smalillusincss InnOVmtilll Research (Sum.) programs fund l'Cscarch llJld dcvcioptnem efforts ofa high 
risk nature tha.t may have excellent commercial potential 

'l'hc Small Business Innovation Development Act of J982 (P.L. 102.567), and 1992 (I',L. I(}2-S64). 
prescnts an cx:ceptiooul opportunity for any innovator who is capa~le llfconducting hi£hquality researclt 
find dcvcj(lpmcllt (R&D). Thc purpusca of the Act arc tv l) stimulate tcdmologicnl i1movmion; 2) u;;c 
smull busincss to mcct fcdcml R&D necds; 3) cncounlg:e thc part;cipati~m by dislIdvlmtlgcd and minonty 
persons in technological innovlltion; and 4) inercasc·pri\'l.lW ~tQrcommcrcialiXJtlon derived from fedcr41 
R&D. 

Under tbe Small Business lonovation Devdoproem Act, euch agency with an eX1nunuml R&D budget in 
excess of SlOt} million mUSt clitablish an SBIR progmm, 'Inc following llgCncb arc currently 
prutidpating in the SBlR Program: 

.. 	 Dcvart:ment of Agricu!rure ·Department of Commerce -Dcpartmeot of Defensc -Dcparoneot {)f 
FdUcatiQn -Dc:panmem of Energy ·Ocpartrncnt of Ilealth and 11uman Scrv'iccs (including the 
National Institutes uf llcalth) ·Ikpartmcllt ofTra.l1sporrution • Environmental Pmtcetion Agency 
·National Aeronaotics lilld Space Administration ·:-futional $clclu:c FOlL"ldation 'Nuclear Regulatory 
Conunissioo 
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Through its SBlR program, each agency wi!! develop Topics and release solicitations describing those 
topics. l'!'QPusals arc submitted to the agency where they nrc rc\-icwcd and evalUlltcd on a cQrnpetitivc 
bllS1S. Each agenc), makes its I.Hm awards using contmcts, grants, Of cooperative agreement&., 

Under the law the SilIR progmm is a thrcc-phus<: pr(X:css. 

Phase I is based on proposals solicited by partidpllting agencies. 'l'hcsc solicitations contain topics on 
which small firms arc invited to submit propoliliis. The proposalS dCl>l:ribe the rcsullS the finn intends to 
attain, the approach the firm will take, and how it wm proVe the feasibility of its approach. 

l'huS<! I aWiU'QS cuo be made up tlt S100,000 for approxim.a!cly a $fX-month effort, The purpose of Phase 1 
is 10 .snow; I) that the propo,$lng finn can do high quality R&D; 2) that the prop<Jltcd ciT{m is \.ecimi1;al1y 
feasible: and 3) that sufficient progress had lx:cn made tu justify a much larger agency investment in 
j)huse !t Phase I enables the agency to address thc£c quc5tlons with relatively small ag~ncy Investment, 
thereby iocreasing the effidency with which fcdetal R&D dollars in Phase II arc utilized, 

Those projects which complete Phase I run compete for jll'.a!lC 11 fundmg to f\t.."1,.'lcr develop the proposed 
idea. Phase II is the principal R&D effort, with a uumtim. wruch nonr.ally does nDt exceed twtl years. 
Awards for l'hasc II are fur $750,000 {)f l~. 

Awards for Phase U are based upon t.ie results <Jf Phase I and the scientific and technical merit of the 
Phase 11 proposal. The object is tt)~wminuc the R&D initiated under Phase L However, the government is 
not obligated to fund any spocifk Phase 11 proposal, In order to fairly handle the problem of choosing 
lx:twcen proposals of appro_'(irmltl;\y equal merit, where the funds available to agencies do not permit 
funding ull prnposals. the Small S'Jsincss Innovation Development Act mandates that comrnianeots for 
fQllowo(.'I1 funding from no.'1-feJemi sources be givert.spccial considcrntion. 

FOI1TIUUy, SBIR PW!.'THnlS have a third phase. Where appropriulc, l'huse HI is conducted by the sl:1311 
b'Jsiness (llldlxHngj\)in~ ventures or R&D paJtnerships) to pursue commcrcial appliCAtions' o:the R&D 
eOnC\H.:tcJ in l'h(ls~s I and Jl. Non-fcdcml funds, including those obtained through cxcrdsing the fotJoww 
0:1 fundin!:! commitment, support Phase Ill. Phase III may a!s{} be tlupportcd by non-SHlR funded R&D ,II' 
pn.x\iJctioJ) contracts with a federal agern.:y for prodw;;;!~ or proce~scs intended for usc by the Unitcd Stlltes 
(lovi:mmcnt. 

Small U.S. husinc:1\:i1:~ arc eEgib!c to participate in the SHIR pmgmm if they arc fur prut:t lind have 500 or 
fcwcr CIlJpkIYc.:S. Thi~ indudcs 801:.' pwprietnrships, partr,cn;hips, jUtllt ventures, associations or 
c()opcmtivL'tL No.t)ltmfit orguni:r.ations an; not eligihle, 

The r..rlmllry CJTI?;llymcnt of the principal investigator niust be with the ~mall business. I Ie or \the must 
spend more than ooc-hulfufhis urhcrtimc employed by the Small businc$$ at the time of award and 
during tbc conduct Df the cffi,ltt, 

During. Pbase I, II minimum uftwo.thirds Qfthc research andlor analytiCllI effort must be performed by the 
proflOliing tlnn, The rest may he used fur etlnsultmlts or suix;OmractOri. During l'hase II. llt :caffi onc~half 
must be pCffonned by the proposing finn. 

B, Integrating SBIR-related Efforts Into Your Overali 
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Business Strategy 
Good busillCss stratt.'8Y i~ guided by a sim?le maxim: K:1(}w your town b~ine:is. Small fim'.S n:ay waste 
time and money chasing after federal R&D funds "lhleb arc Qutside of their business plans and Strategy or 
capability, Submitting an R&D proposal can be a. costly exercise for a small finn. You must know what it 
is you V.1Ult to accomplish. You must have the R&D staffand eapabilities to do the wotk. 

If Yo;J are wiHlng to commit time and funds to R&D, and you know yuur mllrket we:! enough to know 
wP.at kmu of inco...atlo115 will nJC<lll gro....th and profits, SBIR program:; arc an cx\:c[cn: way to get the 
seed :noney to do the advanced R&D ofi<;t1 :'!ccessary to en!!!r imo new projects. 

We tccornmctld that finns interesteu in the SBtR program start by drawing up a bL:Sincss plan. Not only 
can !>uch a plan hdp you decide what SBIR program you want to compete in, it also provides you with <l 

dowment you cnn show vcnmrc capitalists and othcr potential investors. A good business plan can take a 
variety of to:'TIlS, and should include at a minimum tb;:: following topics: 

• 	 summary ofwhat your company's objectives arc a:Ju what :msmess you are in; ·dcsc-rip::on (J.fthc 
specific products and/or services :hat Y(.'I\ are or will be provIding; ",lcscdption of the markers you are 
in or plan to oompc".c in; "descripthm of your competition and your advantages vis-'IA,ls L'Jc 
compcution; ~biognlphical infonnation on L"le principals and key pefSQl1ccl; 'purpose-(tl) for which 
you arc sooking funds lind an estimate of the funtls yoo wi!) !\'ccive; ·financial statement which 
includes both the past ff:w ~ars (If .my} a'1d ptnjcctiol1s for tbe ncxt throe to seYC1I yean;; 

Thcrz arc numerous sources ofinfe::r.mtion on busi::-Jess plans. Fn: example, reany large accounting firms 
publisb free brochurcs or pamphlets on bow to write a business plan. Many universities ,Uld ll~Sllciatcd 
Small Busine~~ Development Centers include business plmming assistance as part of their efforts tu a~~bt 
smal~ h~gh.tcchnQl()gy finns. Developing a business plan will cnable YQ(l to clarify your bu:!!iness strntegy 
Ulxllocll$ on your strengths, Within this cor.text. you can decide ifSHIR mooies orot.1er R&D or private 
~e<:tcr monies for taut matter ~ ale worth pt:.rsubg. 

C. Using SBIR To Establish Scientificffechnical Leadership 

By viewing the SllIR progra.:n <IS O:1C part of y(.",tr overall buslncg; stmtc'gy, you can usc the progr'.Im to 
build ocicntific lUld technical leadership in your area. In an int;:reasingly compct[tiv',: marXct-,}lacc, such 
kadcrship is a key to (:ol1tinuul innovation a.'ld the :>ales mut innov4tioll brings to small firms. 

Modem science and tcchnoJ;Jg:y is frequently described a$ comprised of" series of spccialtic$. Sm;!ll finn~ 
eml establish tcchnkalleadcrshir in (me of these specialties through a sy~tematic SllStaincd R&D CffUlt, 
Su<:ccss in winning SBlR awards provides vita! funding and recognition for your company, 

\licw 6e beginning stages of yoar SBIR proposal planning process as an oppo."t~.:lity:n taI,,- with wrioGS 
n:presem-ldves from fcdcml, state, a."1d k"";Il government, from eon:panies, f,om univcrsities and nOIl~ 
profit instifutions and with tr.ccpcooent \:vw)Ultacts. Tne prople yo" recet ,md mlk with in even tb: fin;t 
stages of proposal preparation can prove to be: valuahle contacts in the future. 

The SBlR proposal process provides an opportunity to l.'Stablish tics wilb ¢xpcrts in your field. By 
llppmachlIlg I:hc~c experts in the cootcxt ofyour 5131R pmject, you arc likely to nod ;hat they have 
va!uabic hlSighu to offer your cnrnpany. W[}rking closely with cmincr::! ~Ientists:md cnginct:rs provides 
opportuttities foc yuur staff to benefit :ro:n the knowledge and cxper:c;)ees <if otbc~, thereby shortening 
the knming curve in moving to the fron:iers ofyour field. 
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Award and suCX':cssiW completion t)f Phases I andior n provides a fcdeml government s:mnp uf approval 
fOf your experience. Don't Ix: shy ~ let peopk know about yOill" success. Your finn should actively promote 
arty aWlIrd that you l'l."Ceive. Puhlicity should be directed towards the pmfesslllMI, trude, business, and 
mass media; towards relevant trJdc: and prnfcssionru asrociatio:is and t.1<.':it :i1embers; a."ld t{)wards 
downstfCam uscrs of your products or scrucc:s. 

As SBIR awards gh'e yvu or YOUt scientJIIIS undfor engineers a subSL'l11tive projcct tv talk about, cnctlumgc 
them to puhlish in professional litl,'nltur\:. As It makes you a member of the "user community" for fedcr.il 
ptogmms, seek to partid;::mw on federal agel1'1' adviso!), boards and peer review committees. 

D. SBIR As a Potential Source Of Funding 

An SHIR award is a powerful levc('J~lng tool to attra\:t omcr possible S(m1e~ of funding, Your SBiR 
lIwlIrd is a sign of yllUJ" company's credibility arid creativity. 

SBfR brings you into direct contact with federal ul,'Cncy SHut and R&D program managers, nwse people 
.arc cxpens in their fields and have ex~crn;lvc networks which can Ix:ncfit yuur firm. For CXa..lp;C, some 
SBLH. progrnm managers send abstracts of Phase I awardees to large companies and venture <:apltallsts 
who have shuwn interest in filllding I'hase HI endeavors or working with your company in Qther 
ca?lK::ties. 

Mcntim your SBIR award when c(!rnpcting. for other federal R&D. It is il sign of your eompetcru:e tn other 
program man:ag..·rs. Aller ull. a ¥lumber ofthe:r colleagues thought weI! of Y(I\l! firm, 

The US Small f:htSinC!>s Adtrunlstration has developed 1I corr.putcrized trultching system which will bring 
together potentia! capitalization sourees wi!h SBIR winncrs. This sy~tcm will muteh Phasc I and II 
winners with capital sources in light oftechnicul interests, dullar amounts, gcographicnlloc!ltiom; and 
time frmncs, Additional infonnation on this system m<lYtx: obtained from the Office ofT..-eImoJogy, U.S. 
Small BminC&5 Atiministrdtlon, 409 Third St., SW, Wa~hingtlln, DC 20416, 

II. GETTING STARTED 

The k~y :0 p'l~eCt scle<:tio.n is to make the best usc of your finn's resourc~-s. For most small finns, 
devcJopir.g projects in ltrCilS wf:crc they arc weak will only WUlt'te time and money. SonK' type of evaluation 
tuld cllmparison prtletdurc is needed to prioriti7.¢ projeas $tl you will select only those v.ith the gte,tt;:$t 
chance ofsucccss. 

In £eJccting projects for SBlk panldpatioo. we recommend that you attempt 10 maxiatize the following 
,titer!a: 

• 	 Your ability to «:$pOnd to agency needs. pmblems. or missinll an:a .•Your ability to condUct the 
quality technic.a! effort fl:Guin:d to make a significant imj}act. 'YOi!:' ability to market and sell a 
technological im;ovntion r<.-sultins fro:n the n:scarch and G.:vclopmmt effort. 

1n this chapter we will present considerations !:>caring on each of the above criteria a."ld suggest actiO!1i1 
you can take to cnhance your capahilities.. Then we will d[scus.~ a process for puning. these and other 
criteria together for tlnal project selection, 
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A. Understanding What The Federal Agencies Want 

In the SSlR prognnn, agencies soHcit proposals to mcct their own R&D needs. You can only submit a 
proposal in response to II. topic presented in an agency S!31R solicitation. Your chances Qf obtaining. 
federal R&D funding arc greater ifyou submit yow- proposal 10 those agencies whose R&D OCl'<is are most 
'Compatible with yOUI' particular project and the expertise and expcrience of y{)ur R&D ream, 

1. Agency R&D Interests 

$BlR solicitnnons involve l.I trcffil;'odo\r.l variety of t~clmical a"·'Clls. Many Ilsclldcs -also have un interest in 
the SUlIIe teclmoIogy. 

lk.-causc SB!R programs cove. Sl,;dl a lar.gc range of t1.-'Chl101ogics, Wi;', l'\.'Commend that comp:J-nics look 
first to their 0~11 expertise and business plans (as described in Chapter I), That is, first decide wha: type of 
n:chnical effort will prt.»...·tlct rC~lj!ts which contribute to the growth of your business. Thcn find 1m ligen<:)' 

sulicitllliun topic which is consistent with the technolugy you want to develop" 

Some agencies focus on solving specific. targeted problems (which may include proouct development) and 
their R&D is conducted with dircct prilctiealllwlications in mind. Other Jl!,"Cnc:es focus on advancing 
generic scientific and cngineering disciplines. As 3 rule of thumb. agencic:; willi distinct miSSlons 
(defense. tI'an.St'1<Jrtation, t'ducution. eft,) wiU predominantly offer solutions to problems or ways of 
expLoiting opportunities; agencies with rtllS$kms hi support genetic science and t~tlPo!ogy (e.g. the 
NationaL $cieru;e foundation, NatioulIllo$1itutcs of Hcalth, etc.) will predominately offer solicitation 
t0pks focused tuWMda solving problems whieh will enhance knowledge in that .area. 

This distinction 1$ impurtant f{)r ll.1defStanding tbe way in which th41Lgcneics luuk fur uri£inality and 
innovativcncss in SBiR proposnls, 'Ibc pmblerr:-so!ving R&D agencies tend to emphasize origirrulity mid 
inncwativcncss in the approach to solving: a problem; the Inlire research uricr.ted agencies tend to 
emphasize miginality lmd inntlvativeness in the contribution to the acienr:l;c/tccr.nica: disdp:ltl{!" 

Nearly all w[iciwtiQn topics can be divided into om.: of the fuLiowing three categories: 

• 	 produce a product with pctfonnance cha:1lctcri~ties dCs<:ribcd 1ft the topic lo1lltt."mCnt; ·solvc or 
contribute to< the so.lution of u particular problem important to t.'-1e agency's mission; opcrftlnTI 
R'SCtlfCh in a technical area, the advancement of which would hllVe implications fUf the agency's 
f\.Itl)re needs. 

Note that in the latter tWo categories. it IS up to t.'1e pruposing firm to suggest what fonn the product of th4 
R&D Ilffur: will take, '!bt.'PC have been nearly an equal number of both topics lUld awards in each of these 
t.hrl;c categDries. 

Whatevcr the chamctcr tlf1he 501iciuLtion topic. it is importnnt to remember that agency R&D progt"..tmS 
focus on agency needs, You sbould provide me ah'CllCy with infDmlatlon on how yom proposal will meet 
its necds as weU as simultancously IllY the grml:illwork for u con:mcrciully viable innovation. 

~ 

'Ibc impmtmt pOint 1s to learn as m.uch as p9s.sjblc about agency expectat:oos: in your area of intcrez;\. 1be 
solicitation is the obvious starting point. 



2. Obtaining Information 

'111<; most importnnt document yctl will ret;-civ-c from an SBIR participating fcdcml agcrn;y is the 
soliCitation. It outlines the rules for submission in each agency, Among the reatul'cs you shuuld face$ on 
arc the topi~ on which proposals may be submitted, eligibility criteria for awards, infumllltion to be 
included in propos:.ls, evaluation criteria, procedural Criteria {such as length limits on propt'sais, 
schedules for submission, evaluation, aVl-'Ilrds}. and \J.udgctarj' guidelines (such us Mal funding, limits. 
:lu:nbcr of proPQsa:s funded, and whether profit is alk)\vcrl). 'J:heie sollciUitions: also (;ontaln gcnernl 
infQrl!'Jlliun ab\JtJ the 'Igener's program. G';l¥.!rally, you obtain solicitlltions by wntaciing the S!3lR 
?~osmm office at each ag.::ncy, 

The Small BUSiness Administration updatts qllilrtl:rly the Pre-Solicitation Annmmccme:Jt (l'SA) ,\tJich 
provJdt.."S summary infunnation tm solicitation topics by agem:y. The P$A is dlsplayed on the SHA 
ONLINE Bulletin Board prior tv L'u: r<:;<:usc date of agC!1cy solicitations and pruvide brief statements of 
each agency's research topics, op<mbg and closing dates of agency solicitations, who to contact for u copy 
Qf :specific solicitatioos, arxl cs~jmates of the number of awards to be made undr:f each solicitation, 'Ibe 
Pre-Solicitatl{)o Annoum,,'(:ID\!'nt alleviatcs the need for small finn., to track the- specific activities ufn:l 
ngencics by presenting tclcvant summary infonnation on all agencics in une concisc IOC:J[ion, After 
reading through tJlC PSA, you will have an {dea of which agencie-s are offeriog topics tn your area. Yon 
can then review the solicitation annUUf'.ccmC:1ts from the reJevant ue,'Ctlcics and pin-point the exact topics 
that most clusely penain to your dominant fidd~ Qf cx.perti5c. The SUA SlHR Prc<>Soiicltntion 
Announcement can ooll' be accessed electronically, To aC(;css the SBA ONLINE Bulletin auard, diul: 
(SOO) 6~n-4636, To access this infonnation via lNTERNET, the lJ'..'TERNET atkircs.s is: 

Telnet S8AONltNE,S8A,GOV 
Qncc cunnccted tv the b .. !l\."t\n boanl, the SBlRiSTrR program urea\' can be accessed from the main menu 
by selocling "(5} QJick Scan::b", From the Quick Search menu, the user selects item "(1) Search by TopLc 
Menu"" The uscrthcr. selects item "Gnvcrnment Contl1lcting Opportunilii:s", then select "SHIR" or 
"5TH,", There arc many OtJlcr' soun;:es ofinfonnation about fedcral R&D, the ag!!t1cics. mx~ dlC SHIR 
program: 

1be NSF Small Business. Guide to Fo:deml R&D F'und:ng Opportullitics is 1m cxcellent starting p!acc fur 
assessing agem:y R&D inll.''l'CSts. In addition wSBiR pro,gr.lll".s, this elUaloguc: includcs information (In ;:111 
major fedcrnl R&D programs. including the names, addresses., and phone numbers of conroet people. 
Copies ufthc Guide may he ubtained from the Superintendent of Documents. U.S. Government Printing 
Office. Was.~ingtor. D,C. (202) 402·9325, 

cVt:1)' participating federal agency bll$ an Office ofSmall and DiSadvantaged Business Uti1i7,ation wbkh 
luIS material and infurm.ation tlVllHahle fur distributiun. These offices can alsu dire<:t you to the appropriate 
R&D progrAm manager. Promoting a substantive body of R&D is tl primary objective of an R&D agency. 
Agency R&D pmgmm IrnIllugcrs, gencrally ,;cimtists :md engineers, are the be(l! $\lun;:es of infonnation 
about an agency's interest in pilrtieular technical areas. Becau(lC of the competitive 1llltum uftile StllH 
progmm, they ~annot answer questions about how to respond to spedfic SBIR sohdtatioll topics. They 
can, however, describe general R&D needs of the ugency and perhaps suggest other fur.ding programs 
where your expertise might be applicable. As discussed in Chapter 1, it is in your interest to identify these 
contacts within the agcrlclcs and make them a pan: of your infonnation rn;twurk, 

Every participating fedcral agency has establishcd an SBlR office which cooroinatcS ;md (W\.-'rSCCS the 
SUIR program. The SBIR pmgrd1I1 managers an: always willing to talk to finns aOOl,lt the program and 
will answer any general questions. S1JlR program managefS tr)' to provide as mueh information as 
possib!c without telling you wl14t to do or giving one finn more infonnation than another. In gene-rat it is 

http:propos:.ls


a good idea to read through the ll!;tney's folidtaton c<u'Cfully hefore conracting: the SIJlR pfOgmm 
ma.tmger with questions; more often than not your answer will be found there. Some agency SI~IR offief,,'s 
a!so publish SHIR winners lists <lid provide titles and abstracts for winning projects. 

SJJlR abw.icts ate also available through an on-line s-ctvicc orme Natiomlll'echnicallnfonnatinn 
Service: the fcdcrn! Rc::;carch in !'rogress (FEDRIP) Dutab,lse, This database ii; accessible Wou!Pt 
DIALOG, a large, private infonnation service, 1'0 obtain a free copy of the FEmup Search Guide, caU 
(703) 4874650 and request PR 847, For infommtiQrl on DLAlOG, or to set up an acwunt, cat! (SOO) :;34. 
2564. 

B, Determining Whether There Are Potential Markets 

!{e..:ei'.'lng an SHIR award is a wood",,:ful marketing opportunity fur asrnall firm, SBIR funding prlJvidcs 
lcg,itimacy to both you and your company, gets your name circulating in both the public and pdvatc 
sectors,.and can be a basis for the developmem of new products and procesSeS, 

1. SBIR as a Marketing Opportunity 

The finit step in determining your potential markct.s is to determinc just what wiU tcsult from your 
rcSClU\:P QownstrC'.tnt. This may 5(.'Cm like an o(!d problcm at first; yet, it is useful (0 detcrrni~ lIlt the 
JJQlnts ilt which you could end your participation in the projc..;:t and sen or ;icc:Jsc the rCliU:!:> you have 
dbt:l.rneJ. Depending on the stage at whieh you end your participation, the results of your effort may be 
technical knowhow, patents, a prototype, production tt'Cbni~ue$., a fully produced o;:ommooity, or a jOlm 
venture or spin-off company. 

One way to dctcnninc which of these types ofp.mdm:ts yoa should market is to write down tbe ;;llHem 
feature;: of what you anticipa!c obtaining at each point. Include features people might find objectionable as 
weil a.:; those they might find Ixneficial. Examine the feat.tlrt$ to determine ",,110 would be the likdy 
custQ:m;r or "dier:.t type'" for the product or servicc at etlcb dccisitm point. Would it be a fr.lIDUfacturcr? A 
consumer'! Or some other type? And an:: they domestic. foreign, or multillati{)nal? 

Once you have linked your potential produ<:t; with a cwtomer type, l:xamir.e t!le bUYIe!;,: pattem;; comm~m 
:vithin that type. Among the questions you should be usking: arc: 

.. 	 Do they usc pruJucts orsernces Ilke yoltrS'! ~Do they buy them or produce them in~h(iuse1·From 
",,-hom ~o they buy them - !lam :ike yours or differ;:nt types of profit or non-profit CJntitics'! ·What do 
they pay forsucb products or services and how mu.;h do the)' buy? ·Arc substitutes for your pmdU(:t~ 
or li~rvices highly standardized, highly individual, or somewhere else on the ellntinuwn1 

1n doing market research always remember that your tcchCll;l;,lgy, your "taff, and }'Our finn';; ability to 
work as a team arc what you arc selling. J-!uwever, ft-'Chnology, personnel, and organiZlltiOO must trnI'lSillte 
intu Stllct! in product oncrvice rnarkcts. If you omnot dcmonstmtc thllt sales arc likely, O(H)OC wlll 
provide ),0>1 with eithcr debt Of equity in cai~ital IUltlkets. 

2, Identifying Phase III Investors 



A major objectivc of SBiR programs is to assist small finns in moving new scientific and technical idcll~ 
from t:Qw,,'l:pt to commercialization, Fcdcmlly funded work frequcr.tly helps- winning companies develop 
the underlying generic technology for commercial innovations. 

We recommend identifying potential PhaSi! HI investors us curly as possible. Yocr marketing stt'J.\cgy 
should enable you to better target your effort.<;ln seekins Phuse Ul commitments. 

Two tactics will greatly facilitate your effort to identifY potential in\'l,~tofS: 

, Start at the top. with the presicit'flt ofthe company:you are targeting. ·00 not try to se!l anything" 

What you should seek. and what many cmnpanies are willing to provide, is infonnation on what specific 
prodUt.1. service, or technology traits would enha.*l\."(; their tnre-rest in your project if you are successful in 
l"hu$CS J and 11, 

During your initial phone rontacts note that you arc interested in soliciting input fmm putential users of 
the innQvatlons YQl,I anticipate will result from yOUI' project. 'Joint oot that you arc av.'aTC that 
cl'r:1mcrdally succcssfui innovatiuns arc "user or market driven," 

Do no! min your conta\:t by indicating you arc primarily intercsted in a sale. l'rior \0 submission of your 
Phillie I proposal, few largc companies or venture capitalists arc likely t() be [ctcrcsted in making legally 
binding commitments to provide Phase HI funding, These companies arc familiar with the faet tlMt R&D 
is highly risky. an<,l that tbe risk js exccptio:mlly gfmJ,t pdor to a demonstration of technical feasibility 
(which is, of CUur.iC, preciscly what phase: I is designed fi) do}. t 

Ask if yml can visit their technical peopJe to diSCUSS your projC{;{. lUcre is a fCmarkilh~e amount of 
o:xpcr;{sc in most large firms. Thdr COmrrli!niS cat! help you refute yoor p;oject in a maMer whieh will 
increase its chances of v.inning iI fedeml awartl as Wen as anFllcting down-stream fboding from uwir 
company. 

While yuu ilre with their tlXhniCal pcnplc, explore possible rdatkms. Would they be interested in serving 
ilS a ~ubc!)ntntct()r on Phases 1 and II? (){l dx:, th:nk that ifyou hit sp~cific plTforrrumcc targets in the 
j!m'emmcnt funded Phases I and 11, their firm would be willing to provide Phase III money? Do they 
think thtlr firm WQ1Jld siWl a commitment to provide such funding contingent upon hitting L~osc targets? 
Wbo ha$ to sign off00 such u eorr.mitmcnt? In short, while you art~ seeking advice, also e.l(plorc the 
..limensions of the relation you C'oIn establish. 

Remember th;;t the law requires that where Phase 11 proposals arc judged w be of approximately equal 
technical merit., cxtr,J. c\)tlsidcration in the cvalumion Pt"OC('ss is to be giv~tl to those proposals 
accompanied by a nm.fcdcml foHow-oo funding commitment. Thi~ happens more often than you woold 
think, Many agencies have many mol"\:' proposals recommended for award than funds available, aod it is 
dirticu:t tt> judge whC'".hcr one Phase 11 proposal IS better than anuther when they are in different tcdloical 
arcllS. Of em,II'$c., fQllow-on funding commitments from rccogniiA,'ti suwt<es (or thu$C otherwise jud,oo tv 
Ix c«:wbk) will canymore weight. 

C. Gathering Technical Information and Identifying 

Consultants 
All i1SjJ(."{:1$ of tbe proposal mllSt be of high scientific and technical merit. The pbusibility of YO'Jr 
lcch::l:ellla:wumptions and proposed methodology will be eotnplctcly cXlImin",d in the light of current 
scientific evidence and techniques. As we shall discuss in Chapter JIl, the primal)' IC'oIson that proposals 
are rejected is becuuse reviewers disagree with technical daims, dispute the uniqueness ofthe effort 



compared 10 Qt.ryers they are aware of. or downgrade the proposal f(,r leaving out impOItant t-:c!Jn:cu! 
cons:derati!,}fiS, 

Yuu must dCffi{lnstrdtC in the propoSal that yuu are knowle;;lgeable of the state of research or R&D in the 
specific project area. Ifyou arc oot certain that your J;ompany is at the forefront of awareness of technical 
developments in the area in which YO>.l intend w submit an SBIR proPOSH), yuu should seck lIdditionul 
infonnation and/or advice. Tbe purpose of this se<:t!oo is to identify so:u«:es oftecbnlcul inf-onTlution and 
to provide guidance in obtaining advice. 

• I. Technicallnfonnation Sources 

If}'Ou are oot up-t-o-date on the li;et'Jrure rele....ant to your topic, there are nwncrous sources you can rum 
to for help. In addition to local fe-search libraries, there are governmental resellrch and infunnatlon 
facilities and commercially operated data bases. Also, in the solicitation, most agencic$ ideutifY wchu;cal 
infonnation sources which arc applicable to the research areas they support. 

The National Tcchnicai Infonnation Service (NTIS) is the ceotrul source for the public sale ufU.S. 
goveouncnt-sponsorcd research, development, and engineering tt'POrts, as wcll as foreign teclmlcul 
reports and other analyses prepared by natklllaJ and IOCHl government a1ttne!cs, their cuntrw:fur$, or 
grantees. It is also thc source of federally gcneratl:d maehine-processibJc data files and solhva.re !U1d 
licensing arrangements for government-owned patents. 

ne NTIS infonnation cojiection cUllsists of llul1'.Crous subject titles. 10 additiun to its centralized 
bibliugrnphic data base. there is a va~icty ofannour.ccrnem llnd dissctntllatlon prtxhlCh> mill :-;crviccK for 
more information. wmact ~TJS, 5285 Port RoyaL Road, Springfield. VA 22161. (703) 487-4650, 

The [kpanrnent of Energy's {DOE's} Office of Sdentifk and Tcehnka! Infoonation lOST!} colleCls 1m\.! 
disltemir.mcs DOt.:'orig~nated and worldwide scientific and tcchnieallttcraturc in subjccts of interest to 
008 rescarc~l1!. for additional infonnation, contlk.1:: 

US. DOE, OSTI, 1",0. !lux. 62, Oak Ridge, TN 37831. (615) 576·~40L 

The Nution"l Aeronautics and Space Administration (NASA} ncqulreJ and ~)(ganil.cri worldwide scientific 
and tC\:hnical infonnation on aerospace. Selected docu.mcnts are available from publie infonnmion SQ\;rC~5 
im;ludinl; the NASA Industrial ApplicatiotlS Centers. NTIS, and in many instances I!nivcrsity tc~bnkal 
libraries and larger public libraries. NASA'5 Ct'oter fur ACfOspR~e InflJmm~ion (CAS!) maintains 
RECON. an oo~Hnc bibliugrnphic search system, which provides retricval and cumnl awareness pnl<lucts 
anu s;''fVlccs, fDrmorc information, contact CASl, P.O. Box 8757, Baltimore/Washington Intenmtlorml 
Airport. MD 21240, (30l) 621"(}39!1 

The Defense Teclmicnl Center (DTIC) i:-; the ccntrnl sm.:rcc of scientific and technical information 
resulting from and describing R&D projectS fundOO by t.'-Ie Departmenf of Defense (DOD). DT1C searches 
this infol1nation fur registered requesters. Reasonable quantities -ofpaper or microfiche copies of requested 
documents an: available- for SBlH. proposal preparation. DTie also provides referrals to DOD sporu;ored 
lnformation Analysis Centers {lACS) where specialists iu mission areas assigned to these lACs perform 
infonnational and consultive services. For rrillIe information, contact OTIC, Attn: DTlC*SB1R, Building 
5, Cwnc:un Station, Alexandria, VA 22304-6145, (800) 363~7247 (in Virgiuia. Alru;ka, nnd llawaii (703) 
274·690:n 

Health sdente tc$Ca«;h IJt.cRlttlre is available at academic and health science libnuies throughout the 
Uniteu States. Infom~atk);1. retrieval services are available at these libraries and Rcgior.ai Medieul 
Libraries through a network supported by the National Library of Medicine lNLM), The latter is the 
world's largest medicullibrary with over 4 million items, For additional information, contact Public 
Infunnatioll Office, NLM, Bethesda. MD 20&94, (301) 496·6308, 

http:Rcgior.ai
http:solhva.re


Commerd.al SQurces or technical infonnation have developed significantly in the last decade. These 
ir:dcdc large Infmrr.ati<J:1 vc::'!dors which offer w.:;ceS:! to multiple data bases, pmviJc direct uo-li:lc 
&:an:~ing neeess, and offer rapid tum-3mund time on printouts of abstracts and data m::ords. In addition, 
there IS a growir:g number of small independcnt information eo(t.(:.1ltants! broken;, Mitny uniVCf!:iitics Md 
staleS provide similar i::'!tbunation and literature search service~. 

2, Technical Expertisc and Consultants 

The information that you need or desire may reside with 1.:unsultunts or sulx·tmtraerors, i.e., uther 
individuals and organh:atioos. There are various levels at which such advice may be useful in your SlUR 
pattidpa!ion: 

• 	 I'roviding ilrdiminary tCf:hnical advice fur planning the project; ~Revicwit:g lL'1d critiquing the 
proposal before submittal; ·Scrving as an advisO! or research performer after an award 

BefOfC you contact pcopk: {)f orgunizatitllls in order to enhrull;";: your c<lpacity, be clear in your own mind 
what you will W.101 !hem ro do and what you arc willing to pay. 

'lbrce procedures are helpful for ehiJosing consultants or subcontractors: literature searches, ci;ation 
searches and expert pancis. 

Literature $Cill!Chcs wcre disc\1Ssed In the precedtng section. Consider conructing the authors 1,)f 
publications closest to the rCSCdfch area ill which you are planning to submit a prurv~'llL 

A citation search consists of consulting a data ba5c in order to discover how many times particular lIUtbJhl 
arc c1ttd on a topic of interest to you. Those authors with the must cites are likely to be leuding experts. To 
conduct a citation sCtl:rch con\.uct y,lur local university library. a major urban librnFY. Of a C{lmmerClal clllta 
base service. 

An expert pa:Jd i6 cooduelod by ~lecring icadiog indivirluais in a fiC:d aod asking t;lem who they belicv:;: 
to be the leading U.S, expert, To conduct an expert p'mcl take the most frequently pub!ished authors in th{' 
area ofyour ptojl:\!t lind phune thein, Anuther source or exper: ~mc;s arc the Arlvisory Corruniuecs used 
by federn.! R&D Agcn;;i~ 

These committees cOOlm<.mly <:ootain leading experts from the agency's user constituency. Sometimes it is 
pos:>ib!c to hltVe experts review your proposal for fn:c, with the understanding that they would be l'ctllincd 
as a paid consultant or suboontraetor if you win an award. You should cmphasize your opclUless to 
consm:clive criticism, 

Ifyou ure interested in wcrlcing with n person or company, request that they send you u copy of :heir 
r(!stnne (or a company brochure and resumes ofpcopJe who will be working: on your projcct)mx1 pmv1de 
references of companies for whom they have eor.dueted work similar to that you llI'C 1\:qucstinl:. Als\! ask 
th"m to sign a confidentiality agreement. Do not di.scws proprietar)' dl.1ails until you have- reccived the 
signed confidentiality agreement. Prior to signbg 11 contr.Je!. check the n;tcrcn;;cs, 

You might also contact a relevant professlonat or trade association tl) determine IDe cODSl1haot's or 
subctlntmctor's reputation. You do not w.mt any smpriscs downstream, 

Hiring II consultant Of wbeontfll("'h)r should be no ditTerent than any other mJ$if\C:;S purchase. Using S~\'JO(J 
pusiocss judgment means you will be sure )'Qu ~ dear about what you arc purch!ciing and wb<:lt it will 
coot YOIL Make sure there is a legally bimllng t:ontrdct, although such to e<mtmc: elm be very simpk und 
avoid laWj'er's ja'h'Ou, The must important aspect Qf this cootnsCt is 10 lie payment to performance 
whenever possible, Al~ any Qhliguuons you have under the contract sbt>uld be contingent Uilon prior 
av.urd ofan SBIR Phase I granl, contract, (If coopcmuvc agreement. 

http:contr.Je
http:Commerd.al


D. 	Strategies for Project Selection 
All potential Ssm. pfQj!X:tS should be evaluated along three dimco$iQI1$; Agency Importance, Commcrdal 
Importance, and Technology Leadership. 

Al£cncy lmporunce prQ\lides a measure of your finn's ability 10 m«t federal research and development 
needs through the projed under corlSidcrntion. '[be following facttlfS should be c(lnsidcrcd: 

• 	 the extent to which a project can be considered responsive to an SBIR sollcit:ltion topic or subtopic: 
-the degree tu which your project t;ontrihUlcs to the agency's mission Md the na:iona:: r-ccd that it 
serves; 

CommC~C2! 1r:1?Urtance provides a mcaS'..tre ofyour finn's jXYIcntllllubiUty l\) transfOffil R&D into 
projC(:ts on a spttifk project In dctcnnlning the Commercial Importance of a PfUjcct you sbuuld wnsider 
the foUowing factors: 

• 	 the extent ro which your estimate ofrctumv:l-i:wr.:·stmcnt (ROI) for the project exceeds the ROJ of the 
most preferable alternntive inve,,1mcnt: ~your ability to specify the steps necessary 10 carry the project 
tll!'OUgh R&D to ful! production; ·the extent to which input from potcntial custumcrs was part of the 
project dcs:gn process, 

Technology Learlcrs.'Up is l.l rnellSl.l.re oftile sdentific and technical cap.1city of your firm io l.l particular 
t~hnc!o-gy basc_ It inruc<ltcs your firm's ability to piay a leading «lie in dcvelopinS that base. Among the 
factors you should consi<kr are: 

• 	 ~hc quaiifications uf all R&D perwnnd (both in-house and consultants),Ir...::uding their education, 
expertise, and areas ofmajor R&D interest; +yoUTntalillgets' cxperiem::c in the particular technology 
has<.::; ·your ownership (If, or lleccss to, relevant lab, testing, and prouuction equipment. 

I'roj!.:t:t.s should then be ranked on the basis nfthe evaluations of these three facturs· togcthcr. Various 
mathematical or heuristic techniques can be uscd to quantify the procedurc. Such publications as Resc:m::h 
Management, IEEE Tmnsm;:tlom.: on Engi.neering M:mag"m"nt, and Spectrum often feature articlcs 
dir«tly relating to project lIdcction as wdl as other R&D management eorn;crrn;. 

Once you have estnblish~ a mnking, the next step is to think Df r<.:l.ISons for dropping y;y.tr preferred 
projcct;;, J\re the products Qr services dcriwd from your f".."t t:hoice likely to stund up in operation as well 
as they do in tests? elm they 00 easily j)..'1'V:Coo or rep:alX'u ifncoo be? W[II they lead to ,Ul excessive risk 
9fprodlXt liability suits? 1$ )'OUT kchnological !caden;hip depcoocnt upon rclaining a single key employee 
rn consultant? 

If your presem access to ,SpeCif«; equipment ends, can you find rubSlirutc equipmcl".t in a n..'llSonnbtc period 
oftimc',' In short: What CM go wrong UI1d how likely is it to go WlOrig? 

Make an bonest assessment. If the appw(lch IS poor, ),ou can ch:L'1g,c (t, Ifyou do not lmvt: the c(lpadty to 
conduct the project at preHcr.t. it is a:ways possible:o hire staff, C(.'Osultanl!, or paruprofi.':>sionals and 
technicians and to lease equipment or tucilitics. Howcver, ifyou fed y<JUr project j~ not sufficiently 
nttractive to win an SB1R award, it is a sign of sound bustllCSS judwncfll to devote your resources to uther 
efforts wnen: your ;;hances of success tu\: better. If is preferable to acidres1> )'Qur weaknesses yoursclf prior 

http:rnellSl.l.re


to the submission ofthe proposal and avoid the investment in a proposal where there is litt!e chance of 
suee(:ss. SBJR is. highly c0mtR'"'Jtive. 

When done correctly. the SBiR planning process should be vi1;\Vcd as an important componenl if! ,('liT 

busine<*' phmning. Jf )ItlOf p~ SHIR, Pl'(;jcct will contribute to your businc!t!i growtb tlK'O It shollld be 
considered a vulid enilcavor for your company \\w;thcr 'IX not you actually n:eeive an SBlR .. ward. If you 
have foltowcd the Meps oot1~d in !.his cbaptcr )lUI) shr,ruld have t:levc1opcd an honest assessment of yow· 
technical capahility t{) pnlducc a worthwhile rcs'J:t and the likciihl\od of the pH,duet's or service's 
e,,<:ntoal marketability. You should have iocntlfied related mK"ICSts hoth within fcdcm! agencies and 
priva!c companies. In shun:, you should be well o.n tnock for findiflg alternative sources o.f fundIng, 

It is now time M prcpun: the pru;l\mu, 

III. PREPARING THE PROPOSAL 
It earmm be oV1;rcmphasized that SBiR is a competitive rescru-ch or R&b prognl.ffi. Succcssful Phase I 
proposals describe tcchnical dforuo sufficient co establish me feasibility ofa concepr. Therefore, the ltlOSt 

impottunt content in the proposal is the scil.--ntifidtcchdcU: e1l.pcrtise (inclJd:ng originality. 
innovativcncss, scientific/technical merit} that you bring to bear on an agency probLem, ruwrl. or misslon 
area, 

Like it or not, the burden is on you to convince reviewers that your proposal is \HJrth funding. F'Jrt.ler, 
whiLe rcviCl,'lcf$ afl: teehnlcally qualified. you c:mnot expect that their expertise will be ::>uffi.;icntly dose tu 
your orca that they will "reoognizc <l good idea when they sec one," 

Y OIJ wHi r.ecd Ii) develup and pR'Sent technic .. ! arguments to support the ongin;lii;y and expected benefits 
of your proposed clrQrts, The I'CVlewet'S will have enough ~nical background to tollow your aq,"Utncnts, 
81..1. that docsn't mean they will agree with them. Y (lU must t-<'Ikc grL~.It C'.Irc to verify the accumcy or 
plausibility of all daims, assumptions, and .. pproachcs. 

In me first section of this chaptcr we shall discuss three essential components of a proposal. We will abo 
identify a fourth and CVl.'tl more imf-llJrta.1: com(XmGnt: S\:;entifi~ .anu technical quality, which is 
conunuf!katoo to the reviewcr tltroug.~ its incQrporation in the other components. We shaH dis<:uss the 
relative importance of each component ruld how they relate to fonnal proposal structure and to space 
nlloclilion. 

lne second section presents detaljg on whalshouJd be considered in preparing each cotnptJnCllt (and sub­
component). Often the perspective taken is tlmt of the reviewers. SBA has discussed the review of SUlR 
prop0;:,lI!s with t(.:ehnieal evaluators llnu has uli>O l'cvi(,'w!;,o writtcr. c-or.mle:}ts made hy evaluators, We (;hall 
attempt to commLmieal-C what the technical reviewCfS look for in each propooa! eomPQnent and with 
regard to scientific/technical qUality. In some insUU'lcGs verbatim revJGwer comments on p>utkular 
proposals are rcpt:lltcd to- crnphasi/,c It f-IIJ!nt we an: making. 

Finally, in the third secticm.. we will suggest tips on writing and presentation in order tt! enhance dl/: 
readability, logic. ar_c appcanmce 0('your proj~t This .section will elme with some 1:,'enc11l1 guiriIL'cc. 

A. Proposal Components 
A quality prvposal has three generic components each targeted towards ariCrcssing one 0: the following 
questions: 

1) What IS rlx: significance uf!hc problem? What pmbh:m arc yuu gOing to solve (or what arc you going to 
produce) and what diffcrence will your efft:lrt;> make? 

2) How you are going tQ go about I'cso:vinS the issue identified in I.;omponent I'! What are your specific 
technic'.!l objectives and what arc their roles in p;{l'Ving of fca~jb1lity? What are the details the v,urk p;an 
for llCCllmpiishing the objectivts1 



3) Why you ttre the right f:nn to pcnonn the worlc? What evidl'ncC C1L"J you provid;; tl) cSl.ublish your 
finn's creeibiHty, including your awaruncss Qfthe statc-of·art, your finn's previous experience in the 
conduct of l"dated R&D, and the qualifications ofkey personnel, of consultants, and of your fad!ities. 

In c\'aluadng SBIR proposals, agctley reviewers assign points to criteria which generally pw:aUcl these 
components. In nc-dcr to detcnnine the precise weights of the criteria for a given agency, you should 
carefully read each lIgcncy solicitation for specific ~Q!te111ents (m the wdghbg of criteria. For mO.,t 
agencies, each of the above components Uc>:ounts for about 20% of the tota! score, 

What about the remaining 40%7 It is assigned to a fom1..' cd,crior.; 

4) The scientific/technical qu:t:ity, lnnovudvcncss, and udginality of the propos«l projm. This eritcdoo is 
r.ot addressed in a distinct part of \.he proposal. .)lather you mw.t keep your attention on this ;;rilcrion as 
Y£'J prlipllrC the above t.!u"ee corr:po..CTtIS, especially the firM. two. 

'.Each ofthe above components plm the fourth criterion will be discussed in mon: dctaJl in section H1 B, 
Altlmugh the dlscussioo ofSClcntificltcdmical quality comes last, do not unden:stlml.1R:: its importa."lce. 

It is imp<ntaut to understand that cach ~gcncy prescribes in its soUdtatlon its o...m format for structuring 
the proposal. This format mould be slri,;tly lld,.';crcd to. Agcncy n;-viewol'5 who must compare and evaluate 
Olillly pfl)jXll'at~ expect to tint! similar sectioIl$ ill all of the proposllls they review. While the section 
hc:u.llnl;{S may not eDITCspood "!iree~ly with the ahove l1:ree generic components, notice that the SlIme flow 
of inrormation IS being sou,y.ht" 

SB1R pr-opo£als arc presently restrk:c{! in length to 25 pagcs. Accordingly the judicious usc of space is 
very important. For example.. the sections which comprise componcnt 3, crcdib-ility enhancers, only count 
for a;:.out 20% ofL'le scorc (30% in one ugency). '111crcf(H'o do not giv(" th~s compun;,'ot an o:xcesslvc 
amuunt of attentiun in the proposal. Many losing proposals wasted valuable spacc by including. oeluilcd 
resumes of anyone related to thc effort, long lists ofthe firm's clients. prCVLOw. work and products, etc. 

'fhl:re is no formula for determining huw to allvcate space ar:nung thc other sectior.s ofthc proposilL The 
importMt thing IS (0 ensure that your proposal is sensitive to the criteria thac the reviewers ure us:ing to 
eva!uate your proposal. SimuJum..'Qus!y, allocation ofsp.:«:e to pmt!cular S<.Wom; should reflect Y'lIJr 0\\1"1 
$lyle am;! task. Tailor the predsc number of rr~~ devoted t!> comp<mer:ts in your pmposal in.a manner 
which will make the most persuasive presentation, 

1J. vaderstanding What Counts 

1. Significance of the Problem; What Difference 

YonrEffort Wil! Make 

l'(ob!ems or OPfOrtu.1itics always exist in 11 cnntext whkh enables us to identity tlwm as problems or 
opportudtics. In this sectiQr. you should focus on dc:monstr.tting how your project aJJressl.:s a vita! 
problem Of opportunity in light of two key contexts: sclcntifidt(.'chnicaJ ,lIId socioeconomic. "Illis 
compl'lJI."!ot must clarify why your project is significant in t:ac;h of these contexts. 

Esscntially, you must answer four rclmed qucstions: 

1) What is the signiftcanec of the prob-ll.:m1 (Why is it worth working on? Wt-.at is the trntillilnlllCC'i.!? Why 
is it importU1t to tic agcncy?) 

Ncvc:r forget your objective in discussing significance is primarily to demonstrate that thete is In fact a 
wit!c:y rccogn:zc,i problem or upportunity. If y,m have been a....1i\'\:: in the appropriate sdcntifkfr.cchnlcal 
specialty, this ca.""! be uscd ill cstablii.ih the fact that you have first hand awareness of the significan<..'C ofthe 
problem or opportunity. You must abo demonstrntc an awareness of how the problem Dr opportJuity 
found in L1C w;i;:;it.\ti(1D tics in with the Ug,,-OCy'li und fedcml guvernmenf's objectivl"S. 

The fhlluwin,g ('l,unmcnts, relating to!ht: significance of the effort, wcr<: made .about proposals which were 
f\)colnnwndctl for funding: 

http:cstablii.ih
http:sou,y.ht
http:unden:stlml.1R


:'Existing data base management sysrems ean effectively hnndl.c ooly fonnattcd alphanumeric data. The 
aim of this research is to find v,:ays to incorporate other types of information sueh as text, maps. diagrnms, 
phntographs, images. and signals in an aCVilOccd dab base man.1gement system and to include facilitiC$ 
for declaring and manipulating gem:rnl buwlcdgc," 

"There is it need fDr modular dtck rcplm.:cmcnt unitS which can be rapidly put into place. Steel grid decks 
have bew 'JSe<l in lle pasl to nccpmplish this. A number oftc.:hnicai issues ,.tilled. n:ganiing ]JUlIt fallull:" 
ofsuelt d~~ks. an:: aeeur..tc. If the invcstiJ".rators can overcome some of these problems at a reasonabJe 
c}I{X!:lse, Uley may have a mrukcUlble item. 

2) Wha: i,s the technical challcn!;e'l (wtwt burrier!> exist to its wlution? Why is it impor>.ar.t from 11 

scientific or technical point of view?) 

Sdcntificlt~"<'hnical significance is dcremlined by the state of substantive and IT.ctl;Qdo!og:caVtcchnique 
knowledgc in the scientific discipline or technica! fLcld with which your proposal falls YUJ should clC"drly 
and concisely state the manrn:r in wn:.ch your prDjtx:t is based on II :l'warcness fifthc larger 
scientifidtechnical problem or opportun.ity implicit in dw agency's brief SBiR solicitation topic. 

Usc lcferenees where appropriu;e to support the daLr.11i you arc f:mking. lfyuu or your key pwple have 
!x'cn activl: in the uppropriarc spc!;:ialty, yoUt response to this item should also describe how yoor octivi.), 
provides firsthand uW'arencss of significuoc"e. (Make sure to refer 10 any direetly relevant publicalions yoo 
or key poopie m(lY hll\'C.} 

Th<,l aboV<,l tWQ qucstio~ reflc!;:t the distinction between the application and the sdentifLeltt.-ehnical 
harriers 10 develuping the- application. While- hoth que-stions should be addressed, it 1$ quite- appropriate to 
empr.asi7.e one over the otIler. The particular emphaSIS should give depends on the nature ofthc Ilger:~y 
~md the solicitation topic. Basic research agendes tend to prefer emphasis ()O the second question. 

3) What will you 00 to meet this challenge that has not been done before? (What Spccif'lC part of the 
pmblcm are you taking on? What makes your pml>km definition andlor approach unique? What makes iI 
oclter tmm prior efforts? !-low ean you build {):l previous research and knowledge?) 

'lbe primary objectives in answering this question at... to establish the merit of )loor general approach to 
the ptojeCl;, ane to shuw:hat this appnY4(;h will !cad to benefits commensurate with the significlmcc of the 
pruhJcm. 

Your discussion should consist of a Summary statcmcnL The details .:an be provided in the !Iext 
cotnponcm. 

The lnn1C sckntific/technica! context which you presented in establishing significance of the prublem Vt 

opportunity eoot<lins vim! infonnation on how best 10 approach the topic. Where appropriarc, rcf('f to 
relevant methodological discussions in the scientific/technical Jitcmrure. 

4) What diW,:rence will your efforts make'! (What will be available that is not present now? What will the 
products of your efforts be1 What arc the social and economic benefits?) 

• Ilidicatc the types of ocnefits yuu anticipate wil! °rcs'J:t if YOU'lJwjcet is funded, In dise:J~sing: 
·tlCm:fit~, assume that the prujeet will be earried ~through to l·r.ase III, State clt"arly how Phase 1 
-work will lay the foundation for Phases Illllld 1I1~ 

• with their eurresponding costs and xnefits_ Be- :.t:.re to indooc "spb-ofl" benefits for other federal 
agencies, for the private sector. and for the gc~cml quality of life ot'the Amcncan people ifllny eXlst 

Two ilroposals which fdiloo to convince ft"Vicwers of potential benefits received the following w:nments: 



"f'roposal dues nut clemly dCGi<.mhtratc UndctlitamEng of potcmia! usc: rcglllremcl1ts fur priJfWscd l>;~1:em. 
Discussion of adva.'1tagesibencfits of the system arc skct-chy." 

"The study presupposes t~at fleet operAtors should be nxeptivc tv incDrpornting dllta base manag(;'tnel1t 
Into their exw,;ng management proecss. 'fhere is no evidence in the proposal to indicate this, 

It m(,st likely will not be enough to merely state the answers to these four questions; rather, you may ned 
to present ~m .argument to cllnviocc a rcviewer of the accuracy of your llnswers. Wh[k me reviewer:> 11m)' 

n<n be thQroughly versed in your panicuJar specialty, they will have cll(mgh background to judge whether 
your argument is convincing or plausible. 

The Inore obscure the problem. the more detail required. But do r..ot overdo i;. Reviewers me mrdy 
interested in a tutorial ofthc subject matter. ;, 

Refercnces to the litet'dture lite o.1.1y va:uublc Whl"fC they support the argument you are m4klng. 

Note that the amount of space you devotc to this compo:wnt i$ not important. If the questions can be 
:uJuress~ til olle or t\VI} pages. by llll mcans do so. 

2. 'l'ct:hnical Approach; How You Will Do It 

TOJ;clhcr the Tcchnical Objectives :t.'1d the \V{)rk Plan furmuilite your approuch 10 solving the pmblem. 
They must be intemlllly consimrtt and mutually supportive. 

Technical Objectives 
1n tic Tcchnicul Objectives you specify what it is you intend to accomplish. 'Ibcy should be regarded as a 
link bctwcen w~at yuu arc ultimately trying to achieve (discussed in the .significance part of the pr0p()salj 
;md the .detailed teehniclll work (work plan). It is preferable- to stolte an objective as a result, not as a 
question thM you intend to study. It is vital that your objectives be cr..a:lcngbg but rcalidc. 

The eumbinlltion of Phase f uhjcctivcs, ifaccomplished. should establish the sclentiftC1tcchnieal fcusibHity 
of your b-asic approach to the problem or opportunity. Et·;tablishlng feas~illty should provide any 
sub~t:mt[vc knowledge, mct.iodo:>.lgical advances, Of t~chnical innovations ncccssmy foc succcss:illl'hllsc 
n work. 

In preparing this sct:tioo you should consider three types ofobjC\.'tlvcs: subst:mtivc knuw!cJw:, 
methodological advancement. and techaical innuVlltklfl. Substantive knowledge refcrs ttl the infurnllltlU:l 
yoo intend to obtain about the underlying narund or social phenomenon invo!v~d in your projcct. Basic vr 
pcvanced "Wiled research proposais frequently foeti;> !Jr; attaining ;;:uclt knowledge: Me~tJclolo{;i<:ai 
advan;;cmcnt rcfcrs to !ho: infunnation you intend til obtuln ah\!u1 h(}w to bctt~r eQ sciC'llec or engineering 
ll$ a result of your project. AI1.seicrJtifie and tcch.'101ogicaladvanccmcnt refin~ our lmdcrstanding of ,,113t 
metonds or techniqJcs a:e Ilppropriat<..: fill studying pmu~ems or approaching OPPUI111r.itics. '!'eehnical 
lnnvv:nkm refers to product (h:lrd\\o':U'e or S9ftwUN) lnn.OVUtlm15. Devel(lpmental projects focus un such 
advances. 

Needless to SJY, O(lt all type ofohjcctivcs will be of c{juai importttnce. StiU, it is helpful to louk at your 
project from a variety of perspectives and to provide progmm mlUlagef$ and reviewers: with information 
about those objectives which you reasonably cxpect to X aale to lItt:lin. Olleh objective that yoa 1i~1 ~huuld 
represent a significant technical contributillo" 

Here ttrc some consider.ltions to keep. in mind when developing your objectives: 

• 	 Y(IUf obje<:.'tlvcs stmuld flow logically from the discussion of the significance ofthe problem Of 

opportuoity. R.e~hing yoill' objC\.1lvCiJ should mean 1'00 have proven the feasibility or solving the 
problem \If rcai.i7ing the opportunity ·Yoaf objectlvcs .should he plausible, ooth In terms of j''.lUl' 
available resources and your budget. ·Your objectives should he bo:.xmdcd by the rcSOUI\.'CS your 
company elUl bring to bear Dn the problem both staff and facilities. ·In presenting YOUf objectives, 
begin by specifYing those objectives which art; most clearly rcL1tetl w the $oli..::itation tupic und u.genc, 



concerns. Next proceed i~l ubjcctiv(!s relating ro "spinoff" benefits. Mllkc sure that "spin_oft" rvlatcd 
objectivcs arc C!~rly secondary to topic related objectives. 

As a;ways. kccp it as short as possihle and to the point. (Most winning proposals that we sampled uscd 
one or twO' pages for the technical ohjectives). 

Work Plan 
The WQrk Plan dcsmbes yoor approach to the problem in dctait FQf your .own protection. as Mil as for 
effective marketing. the Phase' 1work plan must describe exactly what work you will conduct in order to 
accl)mplish your objt·ctives. IfyN: win an SBlR award, }'1)U will have to deliver (i.e., do) whut ynu ~'tate in 
your work plan. You must not overpromise Qr yO'.1 will lose in the competition, go broke in pcrR1rming, or 
try to cut eomers.and ruin >"our fum'5 and your own reputations. Altcrnativciy. if your plan is not 
challenging yoo wi1l1ose in the competition. 

Thc Wurk Plan must dcmonslm~c that you know what you are doing. Spdl out your approacb. 
mc*.hodolngy, o;:;tklr.s, reasons fm cboices, priorities and sequence of work in detail. You: must clearly 
discuss both what you intend to do and how you will go about each tll~k. fur most proposals, this wilf be 
the 11,mgest section, probably S~8 pages. 

Elalwr:I!C on the techniques you will use to accomplish the objectives. tndicate why th(Ne teclmiquQ.) an; 
appn.1priate. Demonstrate your expertise by hl!;h1ighting any t~chniques which arc 5tatooftheart or which 
you have developed yourself. Indicate any past expcricrn;;e that you lmvc in using thf:W teehniqucs. Refer 
to otht'r studies thut support the uppropriatcness of your mcmodology 10 accmr.plish the objectives. 

lnclw.lc a discossion (Ifpossible problem.::; which mig."t Clner,h.'C or cXtr'.mcous factors which might am.'Ct 
the ontcome ofyour effort and f;QW you intend to overcome those problctrl.R People active in R&D know 
that it LS risky; that the unexpectt'd is often crn.:ountcrcd. Clear attention 10 contingency planning is a sign 
of your professionalism and ability to deliver what you promise. 

nc Work Plan shOUld be highly detailed without becoming bogged dawn in minutJae, Striking this 
delicatel:xtlance is oot alwaY$ easy hut it is ~emiaL Scheduling and project staff IlCtivities clutrts mny bl;! 
uscful in striking the upproprinte ~, These eharts depict ",1m wi!! do what work, when. The charts 
mould guide the devc1oplr.cm of the supporting text. 

Focusing on the pmjcct ;;cheduling chait will ensure that YOl;r \vork Plan Star-Ill at the beginning and 
proceeds clmmologicaUy 10 the end. TIl<: chttrt should include each task to be completed. how long it 
should take to complcw the task, and on what date the task must be completed. Highlight any 
derisiunpoin:s or targcts which might ex:st aloog the way. Further, indicate which targets are key startinj,l 
points for Pbase 11 work. It docs not hurt to indieate thut you ure aware that Phase J is the feasibility study 
aspect .of.u larger project. The Phase 1end is merely an interim decisionpoint u(} a project which does oot 
end until Phase Ill. 

'i1lc pwjcet staff chmt specifics who [s responsible for each bsk on the projcct scheduling char: lU1Q whut 
support pcl1lOflnel, I:'quipmcnt. etc. they can utilize in completing thc tu!c 

If you will use consultants or MlbcOtltractOIS, your SBIR Wurk Plan must contain II dis<:ussion of how you 
will manage them in order to ensure II timely, higb quality product. 

Teclmica\ fcYicw~rs mude the folbwing corr.mCfrts about lhe Work Plan ofPhasc 1 SBlR ptopos;\ls. Tn.: 
fin;t two arc from proposals rccommendw fur funding: 

"1bc Phase 1 tasks atC baSC"d on many proven methodologies and therefore have high promise in providing 
infonnation regarding the feasibility ofthe concept" 
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"The budget. l..'Stimated manhours and the schedule rd1cd the extl.."D$ivc C3 knowledge of the key 
pcrsooncl, 1ms enables the finn to complete a stu<!y of the <:omp!ex systems in ~ time!y manncr." 

The next ;vrQ are from proposals not recommend::d; 

"'{'he program plan. tasks, and sc~cddcs are not c1eurly 1;::ttct!, Milestones und end products are 
inadetjuate. " 

"No indication of hmv the results will be obtained, nQ indication (If prospects for success or risks: a 'trust 
mc'proposaL" 

3. Credibility Enh!1I1cers 

Your project win be specifically evaluated on the "qualificatioru> ofthe principal investigator, other key 
staff, Imd cunsult:m:s, ifany, and the adequacy of aVldlablc or obta!nablc in~trumcntati<Jn and fndEties," 
Mo,s,: of these cutcg.orlcs;m.; idcn;i;lcd in the solicitation directions. 11£ specific sections in the fJ";'QJXtSul 
format Othcr arcas. which contributc to yOU! fLrm's credibility include your awan:nC$$ ofrelat<.:d R&D, 
prev;·ous related cliJX!ricntC, and a budge: justifioo by the seope of L1C work proposed. 

W<.: will briefly uise\1"s all (lftb;!S{! catego~iCll. However, this credibillty enhancing tnfommtton !ihould n\.lt 
he re$Cfvtd only for the designated sections in the propo!ial format If this information £omriburcs to }'O,j( 

Jiscusshlns of problem signiflCaIl£e and technical apprulIC-h, by all means PO! I! up front In the earlier 
COJ11l'on<.:nts (lfthe proposal. Tni;: is especially true for refefences to publicMions or prior work timt 
sU~'Jx)tt assumpll(lflS Uf ar.!:,'Umcnt..'> yuu arc making. Usc these sections of the proposal f"lnna! for SUlnlllllty 
and (llabQratiQfl, 

Awareness of Related R&D 
V,')u will m:,,'{l to establisn bcYQ!ld any ooubt that you are aware flfthe Slate of the art in thme SciClltlfi£ 
disciplines and tl:c}miC'..u fields directly relevant (0 ymtr solicitation topic and yt;ur specific approach, This 
docs n01 mean that )'OU merely provide a list .ofreferences. Rathcr, references $hould be Integrated within 
your dis(;lJssious of significlJ:JCe Hnu llpprOllc!J. to suppOtt points you are rrwking. After muk;l1g thi\. 
intcgrntif)o, a onehalf to one page summary is approprimc. Be sure to iocluoo a discussion of relcvant 
related R&D or pub1i!."ations by your ftnn or key project sraff, 

,\1()st reviewers win be U\.ltMC of some dcvdupments rdated to your proposed effort ano will be looking to 
$CC if their vicw of the state-of-the-art squares with yours. 'Ibe following an: typical of remarks made by 
reviewcrs: 

"proposers do not demll1'lStrutc an uOdcl'!itanding of suil-strUl;um;: internction: they r.ave no references of 
which there are a uUlnber of important ones," 

"OiJ substantial account is taken ofthe \'t1desprcad rcseurch on kllowlcclgc blJSes and expert systcnLq." 

With f<.:w exceptions (where s?CCifiea1!y requi:ed by the solicitlltion topic) it i$ p.;trticu::rrly inappropria:c 
ttl ;Xoyosc a l'has!: 1 effort (0 stUL'y the Stutrof't.'1cillt. Of course., reviewers ure not :ooki:1g for a 
stllteof.hcan tutor:a) in your proposal either. Use references to simuitaJ'l(.'()usly demonstrate your uw ..rcru::ss 
and support your argumcot.$. 

Previous Experience and Key Personnel 
10 your diSCU$$ino ofthe background ufthc pn;>blcm or opportunity, you should present your information 
In u manner which indicates your finn's knowledgc of :he problem and experience in the oo1icitlltJoll topic 
area. 'Inis expertise and experie:t<;c may he a result of directly tclevant wmk previously <.;!){}(.\u.;;lOO hy tbe 
firm or by key personnel involved in the ptojea. Alternatively, it may be Ih<.: result of relatt<! v.'t!rk in 
3nuthcr area whi<:h bas coablc ymrr finn and personnel to build cxpcrt:isc and experience whicll can be 
trmtSfcrrcd to the solicitation topic area. 



The most impmtant member ofyour project team is the Principallnwstiglltor or PI. Our IIUlVCY of llgency 
SllIR program managers indical-cs that the principal investigator should have good R&D experience and 
techlll<;ai expertise in the area of your project. If possiblc, rdated work experience should indicntt: tllllt the 
PI has successfully mumlged proje<:\:S similar to the one you are pwposing. 

Fcw projects eo.n be conducted by a single individual. Accordingly, your discussion in this scction should 
cmpho.sizc the existence llf a wmpkte R&D project team. A good team includes adequate ~upport ~tafftl) 
cUlry the l'lutsc I p!'Ojcct tlmmgh to com?lction on time and wiLi.in budget . 

Present specific background information onLy for key R&D personneL In presenting infolU'.atioo about key 
pcrsonnc!, be brief. Extensive resumes will rnpidly push your propos:l: over thc page liml:al:on, 
Rem.:mh¢r that what you arc dcmons'trating. is thc abiEty of yow key pcl'$Onr.cl to pcrfonn the won;: 
proposed. Therefure, summarize relevant related l,I,wks, education, and publiClltlons. 

l'rescnt the uniqueness of your expt.'rtise ami experience au the program Inrutager and reviewer will 
\!t.n.:iude that it is tmlikdy that any(mc else is more qualified to cundtu:( your project. If you feel that your 
rinn cannot establish its unique capabilitics, consultants and subcontractors can help you enhance your 
firm's expertise and experience. But remember. the primnry CQmpctCl'!ce rnu5i be in~house, 

The following: comments are used \() demonstrdtt: the rcvicw(.'t$ point OfVICW tin expcrit'ne<: aod 
personnel: 

,vrhe relevant experience would come mQst1y from an academic COll5Uttant who is inm!ved fhe just 21 
days," 

:'v.trile the PI has experience in f,<)J1l1ulating polymeric materials, there is no experience USled [0 
(oMulating bridge coatings.." 

"the 1'11s not fully qunlifkd to c{'nduct this study. He has a good background tn the proposl.'d applications 
for the propused system, but he lacks the electronics background for the system devclopment in the video 
area," 

Consultants and Subcontractors 
It is important to keep the crucial w(It'k inhouse. ConsuLtants and suocontrnctors should be used for dearly 
defined. support functions such lJ.$ pl'()ject n:vicw, pnxLuct t:.'sting., ami specific experi mentlll opcmtions ljl' 
dum collection, Ifyou UfC flUU!lng: cverytbng out. why should the ab't'ncy hire you ir. the first place? 

Consultants arc helpful if y(m or your key pcup!e are not among thc lellding U.S. experts in the area !)f 
Yoar llrojCCt. It :$ iii glgn of profcWonallSlU, not weakness, to be willing to cnharn:e your cnpahilities 
thmugh exccptiooally qUilificd consultants. Usc consultants where your strengths will he complemented. 
oot duplicated. Take particular ClAre flmt the major thrust ofyour proposal is not distorted by iI n:vlcwing 
consultant. For {lxample. it may not be appropriate to have a university point of vicw imp<m..! on an SB1R 
prtlptHaJ which is being submittC<! to a problem·solving ork-nted llgcncy. 

Suboontrnct()(S are helpful ifyour proje..4: requires spedal expertise oc facilities yOIl do om possess in­
house. The sumc considerations apply to suheontrnctors as lIpply to c{)!'.5Ultants, 

Sa: ulso the disco~ion in section 1 J C, 

Facilities/Equipment 
Briel1;: dcM;ribc the key relevant facilities and equipment you will otI!i7,c, Include specifics on all 
laboratory or clinical. computing. and office facilities .and equipment crucial for the project. If these 
facilities and equipment arc not in-house, provide information which will satisfy My concerns the project 
nUillilllcr or reviewers might have with respect tv access. 
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If yUIl do not have adequate in-house facilities or equipment, you often can buy access to what you need 
from universities, private films, 11ud non-profit institutes, or federal !aborawrics. When-cvcr po%iblc, 
outside facilities or equipment soould be located close w your (JWU fitm. 

• Future R&D, Potential Applications, and Follow-on -Funding Cl.mmitmcnt 

Agencies !ike to fund work with 11 future. In this scetion, you should cllrCfully synthesize material 
presented earlier in your proposal. l3eg:n by summurizbg. (from Component I) the precise re$utb> you 
intend to accomplish, Indicate how each anticipated result will fOldlitate your abillty to conduct Phase 11 
ar.d )'hasc III R&D. 

Swnmarizc the oommerda! !l:pplkations your pmjcct ma.y have. Y 00 should consider both direct ar.d 
indirect applieations. for example, a. project on oil seeds may have direct applications in the commercial 
pctrDlcum market and Indirect applications in agricultuml tcclmolvgy ITt3rnets. 

If YUJ established ties with potential Phase JJ1lnvestors, this is a good time to mentiun them" Indicate 
whdhct yua intent! 10 obtain a non-federal follow·up funding commitment One caution: du 001 drop 
names unless }UU are sure you will not be crnbarrassed if the program manager phones your ComnQ to see 
ifthofC really is i:Herest in y{'ur pf{~¢ctl 

Budget 
There are two keys m preparing ~ good budget: be [calistic, and follow the instructions. 

The best way to prepare a rcali$tic budget i$ to have your R&D team assist in preparing a dmft budget at 
the time you prepare the outline ft.'! your proposal. You should sht'w this dntft budget!O your aC(,'tlUntlnt 

to ensure it is appropriate IQr your business For example, you will w.ant to have backup for your material 
and labor overhead rates should the agency demand these. 

Unless expressly excluded by statule, agencies arc directed by the SBA to provide for a rcasonal;ole fee or 
profit on SBIR work.lleeaU'.lc the funds for Phase 1 w(}rk a:e limited, considemtions of profit should be 
M...~onJary in preparing your budg.et to complete cost-reeove£),. In prcpiITing. yuur budget, you do not have 
10 om.']' to expend in.house fu'1W; on the proposed project. As a generoll policy, COM*sharing is not required 
in SB1R progrnms arAl;$ not aconsidcr.ulon factor in the evaluation of either Phase I or 1I pmpo:mls. 

~ost agencies provide budget sheets <ts part oftheir SBIR solicitations. Before filling: in the$(: shCitt$ it is 3 
good id,.ll to make cople.<; of them for w;c In preparing a dmftbudget. 

4. ScientifidTct:hnical Qnallty,lnnovation, 

Originality 
'Ibroughout your proposal yon must seck WdYS to convince rc\'lewtm:\ that you and yom firm arc cl'lUpetcnt 
to conduCt the higl)!.'St quality work. You must also convince them that your projel"t is illno'l;llIivc ami 
original. The <Igencje~ do nul identifY a distinct part of the proposal for making this kind of argument 
Nonetheless. it coun!.ll more thun any o-ohef criterion. 

In reading your proposal, reviewers win -compare your (lbjcetivcs and. approach with the tot,l!ity {If 1hdr 
~xpericm;e in the technical field and their understllllding Dfthe problem, How )'QIl1' pf(lposed effort stantl~ 
up aga lnst their background will be u judgement -call, involving some nl'.:asufc of subjectivity. Do not be 
willing to leave this judgement exclusively \0 the reviewers' intuition. You must nlllkc the case for your 
project through all components of your proposal, especially in discussing the project's sig:nil1eancc ant! 
approach. 

There ::rc several remluns wby reviewers may give poor scores for this criterion. For <.'xamplc. the 
proposed approach may not be distinctly different from others tried in the past 
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"The: proposalUslS 3 ways of obtaining profiling data, These are the most oh'liou$ app;ooch~ which h,lve 
worked in the pllSt. Thcrefmc 1 mark them down f« originality, 


"Offeror appears to be proposing <I :lcw!improvcd sig::m! CIJ::ltn;dcr",r:u L'{lrCepts, Innovatiuns or u.1:iquc 

chardCteristics have been jde:1tif:ed wbich would allow such improvement" 


"doesn't indicate how W1W1 is proposed varies from currcntly cxisting production. keyword, printing 

syllti:ms used in China which deal v.<ith the complexity ofcharacters in (hat languttgc." 


Reviewers will also nOle technical claims and ;\Ssumption$ which they consider unfounded: 


"serious question whether a restricted natural language is better than a well desig:necl query hmguage. 


"pwposcr think.:; the problem with central clmtrGi is reliability, It's not. It's communications cost,'" 


"tests \Vii! be limited tG f01'ecs on a stationary whick Fortes on Ii moving vehicle arc likely to be even 

higher and the guideli.l',c~ are likely not to be conservative." 

Failure :0 consider important factun;. a>su will \'turk against yuu: 

"it is mav:r puzzling to nutc that the carrier gas flow rute and its effect on particle size and dlspersity has 

mit ih.'t:n discussed llt alL" 


"no rliscus:sion ufthe Cap~';ity of p.:ople to handle and associate three different ":OOe inputs and aoother 

thffcn:mt code Qutput in very;;lose ::tppem:lmation." 


:'thc !)ffi::wr presents no reasons why }/olymcthy!mcthacrylat<.: will be effcctive in f,'rming a harrier coot," 


The key to dcmonstrJting ct1Sina1ity and Innova~lv{'flCSS is to demonstrate familiarity with past WOlk and 

how)'uur project goes beyund it. Certain methods or techniques an:: likely to have been osed in the past 

with greater or lesser success. Some approaches wi!1 have clearly turned out to be dead-cnds, wbile otocr:; 

appc;tr prumising, Merely c:'ronicling the past IS not enough, 


Take the opportunity to convince the revlcwers thai your objccu\'{:s and npprcmch have merit Where 

possible usc references to ;m:vio·.u;!y published wmk to support your assertions. 


C. Additional Guidelines 
1, Wliting Tips 

A proposal is a written u..x.:U!Oent, Ac;;ordingly, all the ;;onsidemtions which go into writing any 
persuasive piece apply to proposal \\'riting. You must consider what YGur audience w:mts to hear. how they 
like to hear it, and what crite-ria they usc in evaluating wr.at:hey hear. 

It is vital to remember thut it is exceptionally diffLcuit to produce a good proposal under time pressure. 
Leave yoursclfplcnty oflcad time. 

We recommend writing your pfOJ:Xtilll in fuur major s~ps: J) Qu:iinc, 2} preliminary umIt, 3} I It-view, 4) 
and frna) drnft. You $ho.Ld fev:ew the product at be end ofeach of these steps. 

The outline should be extensive. A good outlinc contains the first sentence ofeach paragraph in the 
proposal The primary e\.'Osidcf3tlam: in evaluating your outline are th~ completeness ofthe iniummtion 
you will he presenting (have YGU a,kln;s."Cd all format items in the solicitation) and the ofgani7.ation of 
~rn.lr arguments (is the argument logical and persuasive). After you have reviewed aOd approvtd your 
outline-, it should be considered "'fixed" and unchangeable. There must be c);ceptinnally good reasnns for 
subSi!{luent major modifications to the outline or yoo will not be able to Sta)' on schedule. 

The PJ'CHminary ura;): fleshes out the omline. At this time YO;l sh{)uld P(l.1%uo: an nppwpriatc !P'uphicll (see 
discussion below), You shuuld Irtat this d\'3ttas if it were a final draft - good spelling, good gr'.unmar, etc, 
are a m1lS1, 



'Ibe pre11minary drat): sbould be presented to a review team. If you have competent and quaHfted people 
inhouse, use them. jf oot, seek help frQtlj outside, In dGing ro however, real-izc that highty qualified 
reviewers often expect. and deserve, t't'muIlCI".!tion. {Sce discussion in section! 1 C,} 

The next step is to prepare your final draft. You should eonsiocr all pOssibilities for improving it und 
integrate those thut S ....em to haY<: merit- It is at this time that you seek to catch any mistakes, errors, faulty 
arguments 6t lcgic which might have been missed al curlier stages - including mistakes YOUt review t';ijtn 

may have missed. . 

, 	Like uny\\Tltten piece, a proposal should -have a beginning., middle, and end."lbe 

beginning and end are where you highlight the most persuasive reaSGns for funding yourprnposal. 'Ibc 
middle cnpmins the buck-up for those argumcrrl$, plus an annlysis of why any of your finn's weaknesses 
will not adversely affcL1 pcrfomlltnee. 

At the beginning of your proposal you must place a lechnical abstnlet ofno more than two~hundrcd words 
bighlighting what you pro-pose to do and how you will do it. At the end you should state these same 
points in u very brief CNlcJus:on. 'Jnc eonclusitm should alsu stltc wby )'t'ur finn i~ ur.iqudy quu:ificd fur 
this project, Set yot:fs<:;f u. one ot two parngraph limit un tbe- al;n;tract and conc1t:s!on. 

• 	 The onit.'! of presentation (n the middk of 'your pn~ shwld carcfully adhere to the: 'order of 
items dc~cribW in thc proposal fur "mat presented in the ~()Iidr-.llion. Rc..,\cwwS ~jjre expecting it Ihi" 
wuy, Even if you have -covered !he 5Ubs!oocc ofan item carly, you ·shou!d devote a Section to that 
item. The 'section can be brief"This item has been -discussed under Subsection X." 

Guide your reader by starting cach major section or subsection with u heading. 'l11c hClldi:ib shot:!d c1el:lrl; 
identify the topic of the discussion to follow, Ynur }n:ndings should be distinguished frum the ,ext t.1H:1I,;g.' 
undel-lining, doublcstriking, or bold type. . 

Within each section, dl00SC the placement of your argllments cru-cfully in mder to maximize pcrsultKiv~ 
pr;;sentatiQn. In genera!, it is a good idea to present your stront.'Cst argument first, your next strongest 
argument immediately before YOUT <;()Oclusion, and your weakest arguments in the middle. 'I'his strucrure 
enables you 10 create a good impression on the read~r up front, while saving a gooo point for the end fo 
,wcrCQrnc lmy concerns which might be raised by thc wc;\kcr arguments. 

It is also important ro be honest with your rc'.J'dcr. Ifyour company is weak in ooc area, present the reader 
with your solution to ilial weakness, For example, ifyou lack in-house expertise for a s~dfi;; part of y\.mr 
project, state ti:.e r.arr:es of the coJtlsullants that you will hire to ru;slst you wib tr.at part, In tais mllnnec 
your weakne!lses are presented as streJig<.hs. 

2. Presentation Tips 

Onernl fOnTIlirting oft!!e page assists thc fCWJe:r, l'age a.fter page of S()ljd text with marylrcl lIt thc edge of 
the paper are difficult to read. Lung paragnlphs are eiffieult to reud. White space un the pnse makes the 
proposal look less formidable. 

'lbink about alternative 'Nays of j}fcscntirq; infonnatioo. Ifyoo arc pres!.:ming a list of items. perhaps yO\! 

should Imkm and number them. If you are making a minor point which IS not -centra! fur the argl.lment, 
but nonctheless imponallt for dcrnonstnlting your familiarity with the scientific or tecbnieal arell, ~rba?S 
j'tlU sh-ould put \he point in a footnote. 

In tudlly'S computerized world, yoo should consider 1.U\ing a word processor or computer with w~lrd 
processing softwucc in prepruing your proposal. A good word prt~essor (or software) cnables you to 
quickly make corrections and to easily explore alternative formats. Y(IU can underline doublcstrikc, or 

http:streJig<.hs


bold rassag~ ~Jr W1)rds. depending on the emphasis you want to pJa..:c 00 items_ However, you $hould nut 
get ,:arrled ~LWll)' with the technological options, You arc preparing a R&D proposal. not a ncwsk"tter. 

Above !l!!, be consistent. The same format should be- used thrvughout. Jf you arc holding set:tion headings 
:mil underlining. sub/lC\:ciun hCll.lings - do it everywhere. lrytill douhlcsuike for m~jor emphm;is: ll.'ld 
W1uerline for minor emphlls[s - do it everywhere, Ifyou skip two llnes belWl!en parngruphS- and three 
between text and headfngs - do it everywhere. Oru;e you adopt a fQOtnGie or bihhogmphlc format. usc it 
evel:/wherc. A consistent format c:tablc.s your reader to easily gt'llSp the significamx: rilU place on 
information. 

Graphics and other proposal art ,,'lin provide highly effective means for communicating ;;ompl1catcd 
infOlmation in a m:nimal amount ofspacc. Properly and :sparingly um:d, the)' Qll'j give your proposal a 
polished. profcssiunallook. 

A h.mdy aid for d\.1c:mining where to lisC gr'.!phics is to ask yt)t:.n:G~fN'O qUilstioos; 

I) "How woold ! best gfliSp !his information - through graphics?" 

2) "By using graphica will 1cut down the leng<.h of my propusa!1" 

Some commoo types of graphics helpful in SmR proposals are: 

• 	 l'rujccr Scheduling Charts 

-(what tasks: win be conducted w~n), 

• 	 1'wjcct Su,ff ActivitiCll Charts 

«who will spend what time on what tasks), 
• 	 Diagrams llrld Flow Chart::;. -Data Tables.,. GrlIphs, and j'homgrnphs 

In urder to ensure thaI your gTllphlcS strengthen your proposal, make sure that they are tightly in~egrJted 
into the propusaL After you prepwc your {)Utiine, examine it tu deckle what infomrution can most 
ef!!eaciot:Sly be prcsented through graphics. Then dctenninc pm;iscly what type of gmphlc should he 
used. 

Grnphks must appeal to the eye, If you attempt to present too much inforl'uatlon in a chart, u,blc. or 
graph. you are likcty 10 find that your rcad!;:r's eyes will glaze over and your drort 1$ wasted, 

It is vital that the fioul dmft look profcssional. 1-:-tc type should be clear and n:lIdablc, The gruphics sl!Ould 
be delHI and pmfcS$iunallooking. Check to make sure that lilt the pages are included in the prupoSfll ami 
that they an: correctly llumbel'C(t 

• 	 3. Final Cmsiocmtlons ·In summary, there arc two "tricks" tu uIllJviliting common m:stake$ and 
ptcpruing'l winning proposal: 00 Follow the Instructions! '2) Remember The Evaluation CdtCriil! 

A great nurnber of smull busincss~s do not follow me detailed instructions included in the soticilation, h is 
extremely important to rcud and rc-rcud thc solicitation and follow the l1Lttr'JcrIOt'lS eXlIi.:tly as they arc 
pIi:'SCn~L"{]. Proposcrs who do not do this have little chance of success. 

The SBJR prognun docs NOT accept unsoli-cired proposals. Each proposal must respond to a sptdfH: topic 
Olltlincd in the ~olidl.iltion or it will not be consi;kn:-d for av.DJrd_ 



Note that you are allowed to send similar proposals to more than one ;lgency. 'Ibis is a viable strutcgy for 
increasing your chances of being funded. However, make it clear to each agency that the proposed eftort is 
responsive to their needs. (Proposal submission fonns require you to identify all uthcr agencies. Don't 
overlook this n:quLrcment. It is not difficult for the agency to c,letenninc when sub-stantially similur work 
has been fumkd twice). 

Your proposal ~huuld ~ elwer hand dellvcrcd and a receipt obtained Uf mai~cd "re,rum receipt requested." 
It must be: submitted cn tir.Je. 

If you d(} not win an award, il is worthwblle to write t'( visit the prog!"dl1l manager for a debriefing. 

In your communication, you should make it c-le;u- that your interest is in identifying how you might tx:li\,>f 

com?-'tc in the future, Seek inmnnation on tiu: ~ni,Tths and weaknesses of your technical approach, un 
namcs ofinuiviuuals or finns you might wurk with on subsequeat proposals. and (In apprupdule budg:.:r 
levels fur the kind or work propoS(xt Y(;U alw should request a copy ofthc eVHiuatluns Ull your plOpo;,nl, 
if thde arc nut provided at the dehrlefmg. t>.1aoy a!,'Cocies will provide you with these comments, 

Do !lot be d!~'Qll!".tged ifyou do not win. lnsk3d. yiew the proposal prepa!"Jtion pnl(CSS as n learning 
experience and dntw.as ma:'!)' lessons from il as possibk. Usc tne kl:{lw!cdgc yO"J !lain tn preparing your 
next proposal, Many successful SBiR winners buvc found t!1llt they had to gQ through the "leaming curve" 
of proposa~ sJbmIS1l:on, debriefing, and S'Jrnnission of a new SB1R pWiXlsat 

lfyml arc a sma!: tcchuQlogy-h:m:d finn (including manufac:uring, and selvice), SLUR is YO'.lr R&D 
prognlm. It provides your firm with an opportunity w obtain f..mds for high risk ideas that ClIO result in 
ncw pmducts and processes, In the process, you can serve our country and be paid for your contribution. 
By submitting only the highest (IUality proposals in arcas you honcstly believe you arc competent, you will 
increase your chance ofrcceiving an award. 
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" 
• I. AGENCY OVERVIEW 

The U.S. Small Business Administration (SBA) was created in 1953 as an independent agency of the 

federal government to aid, counsel, assist and protect the interests of small business COflccms, to 

preserve free competitive enterprise, and to maintain and strengthen the overall economy of our 

Nation. Small business is critical to the health of our economy. to building America's future and to 

helping the United States compete in today's global marketplace. 


The SBA delivers many of its programs through private sector partners. such as commercial lending 

institutions, celiified development companies, small business investment cornpanies, surety and 

insurance companies and their agents. small business development centers, private Sector cosponsors, 

business concerns which act as 70) management and technical assistance program providers. and 
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volunteer organizations such as the Service Corps of Retired Executives (SCORE) and Active Corps 
of Executive, (ACE). 

OUf vision for the SBA involves two principles: customer-driven outreach and quality-focused 
management. We are determined to reach out to small businesses in an unprecedented way, to 'isten to 
their needs, to report these needs to President Clinton and to suggest appropriate initiatives to assist 
small businesses. We also recognize the need to Change our regulations, management culture, 
organizational structure and business practices to improve the quality of our work. Through these 
changes) we are creating a morc entrepreneurial, customer-driven and efficient SBA 

The SBA has enthusiastically supported the Clinton Administration's renewed emphasis on revitalizing 
the American economy and creating jobs. There are approximately 21.5 million small businesses in the 
United States. The small business segment of tile United States economy provided about 71 percent of 
the 1.9 million new jobs created in 1993, and accounts for 50 percent of the private gross domestic 
product. Small businesses. provide most workers with their first jobs and initial on-the~job training in 
basic skills, produce twice as many innovations as large firms, employ 54 percent of the private work 
force, an~ contribute 52 percent ofall sales in the country. 

The SBA is reducing, consolidating and improving its regulations comprehensively for the first time 
since SBA's formation in 1953, SBA will revise all of its own regulations, with a focus on clarity and 
plain language. It plans to eliminate 355 pages of the 700 pages of text, or 51 % of SBA's section of 
the Code of Federal Regulations. Two regulation parts involving grants and nOll-procurement 
debarment and suspension matters will remain unchanged for the moment, but only because they 
contain uniform rules governing all federal agencies. The regulations which remain will be reorganized 
and consolidated into a much more coherent and "user-friendly" format. At the completion of this 
initiative, SEA's customers will benefit from a much more understandable, streamlined regulatory 
scheme. 

SBA has employed customer service during the past two years. Participating as a pitot agency under 
the Government Performance and Results Act of 1993 ("GPRA"), it has identified clear goals and 
objectives. The Administrator signed a Performance Agreement with tho President in 1994; SSA'!, 
District Directors then signed Performance Agreements with the Administrator. AU of SBA's 
management has been trained to develop performance goals focusing on quality service. New 
performance standards for an employees should be in place beginning October l, 1995. SBA 
employees will focus on aid and assistance to small business, not process or punishment. 

To establish SBA's Grassroots Regulatory Partnerships, we arranged outreach meetings this year in 
San Antonio, Phila<ietphia, New York. SL Louis, and San Fraf'lciscQ, At the meetings, SBA frontline 
employees, small business owners and SBA's partners (banks, development companies, business 
development center representatives, and others) came together to share ideas about regulatory reform. 
SBA has. compiled the infonnation and is incorporating the resulting ideas into its program-by­
program review and its regulatory rewriting process. SBA is building Qn the partnership spirit created 
in these meetings by continuing to solicit and share ideas from its partners on the upcoming revisions 
to SBA's regulations, processes, and procedures. 

SSA has not yet identified any areas where formal negotiated or consensual rulemaking would be 
helpful. It has made cxiensive efforts to work with tbe small business community to develop better, 
more reasonable regulations. Interested trade associations and their members have provided valuable 
insight into SBNs regulatory scheme and its resultant impact. SBA may decide to initiate a negotiated 
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rulemaking for the Small Business Investment Company Program; in the interim, it will continue to 
work with its small business partners to improve regulations across the board, 

All ofthese <:ffons, and SBNs future plans, are more fully explained below and in a separate 
submission to the President and Vice President Gore entitled "Ttle ~EW SBA Reinventing SERVICE 
to the Small Business Community" dated June 12, 1995, The SBA has adopted an aggressive schedule 
to accomplish all of its streamlining objectives by December 31. 1995; it is already working at full 
speed to meet tbat timeline. 

II, ~:XECUlIWE SUMMARY 

As directed by President Clinton in his Memorandum of March 4, 1995. the Smail Business 
Administration (SBA) has completed a page-by-page., line-by-line review of all of its existing 
regulations to determine which might be revised or eliminated. In total. 100% of the current SBA­
specific regulations will be reinvented as- part ofSBNs regulatory reform initiative, SBA believes that 
it can signtfi(:antly clarity and streamline its regulations, redocing their total number of pages by 51%. 
and that it can complete this effort by December 31, 1995. This regulatory reform will help SSA 
conserve resources, improve procedures, and serve its customers more effectively. 

A SBA Method of Review, 

To implement President Clinton's March 4. 1995 directive, ( asked John Spotita, SBA's 

General Counsel and Regulatory Policy Officer, to lead a special task force of agency attorneys in 

evaluatlng all agency regulations for need, effectiveness, and clarity. Eighteen attorneys (14 from the 

field), were assigned to work on four simplification teams, each responsible for a broad subject area 

(govermnent contracting, finance, administration, and other SBA programs), A list of the team 

members and their offices is enclosed. Under the direction of David Kohler and Mark Stephens of 

SBA's Office ofGeneral Counsel, the teams reviewed the 700 pages ofSBA regulations in detail, 

identifYing specific ways to streamline and simplifY. The work of these teams and others throughout 

the agency who have helped, deserve special recognition. 


We also held five IIgrassroots" pannership meetings with the regulated community- bankers, small 
business owners) government contractors, and SBA field personnel. These meetings were led by me or 
Jere Glover, our Chief Counsel for Advocacy. The meetings proved very successful, as the community 
participants welcomed SBNs effons to reduce regulatory burdens, eliminate confusion, and minimize 
the time, effort and expense involved in complying with govemmentaJ requirements. White a number 
of participants indicated that they did not regard SSA as a major source of regulatory burdens, they 
welcomed the prospect of further streamlining and paperworK reduction. 

The attorney [earns first undenook a page-by-page and line-by-line review ofeach regulation, looking 
for duplication. outdated or outmoded requirements, and confusing tanguage. During this examination, 
they asked program personnel with expertise and experience for suggestions and ideas. As part of the 
review, they focused on the agency's delivery ofprograms, seeking to ensure a less cumbersome and 
more efficient process,. with an emphasis on enhanced customer service. After this line-by-line review, 
the attorneys summarized their findings, highlighting any regulation which imposes an unnecessary 
burden .or which would be more appropriately covered in internal operating procedures or a statement 
of policy guidance. They also noted the effective date ofeach regulation to assist in determining 
whether it was outdated. 
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Whenever possible, the teams identified"substantive changes which could lead to effectivel concise, 
user-friendly regulations. The task force goal was to help the agency improve speed and etliciency, use 
resources more effectively, and make it easier for employees to do their job, If partnership was a 
theme, common sense was the guide, 

These methods proved extremely successful, laying the foundation for an anticipated reduction of 

present SBA regulations by 51%, with significant improvements in clarity and simplicity for the 

remainder. SBA is committed to full implementation oftlle suggested changes and expects to 

complete them by calendar year end. 


B. Anticipated Changes, 

lo reviewing the 1995 versIon ofSBA regulations, which consists of38 Parts t.otalling 

700 pages, SBA has determined tbat it can entirely eliminate 14 Parts j thereby deleting 64 pages of 
regulation Additionally, 22 Parts can be substantively reinvented or consolidated, resulting in the 
anticipated elimination of29) more pages, SBA will no longer have a supplemental chapter to the 
Federal Acquisition Regulation. In total, we estimate that at least 355 pages of regulatory text can be 
eliminated, a 51% reduction in the total number of pages. The remaining two Parts, with 45 pages, 
will remain unchanged only because they are uniform niles among executive branch agencies. 
Therefore, in essence. SBA has undenaken to reinvent aU of its agency":'specific regulations, 

C, Regulatory Chaoge Highlights. 

This initiative will reduce SBA's regulations by more than one-half, giving SBA's 

customers, pLrtnerS, and employees a more user-friendly, concise regulatory scheme. Following are 
specific highlight., all of which are already in process: 

1. Development of a recommendation that we eliminate aU govemment~wide regulations. such as oon­
procurement debarment and suspension regulations and drug free workplace restrictions, from 13 
CF.R, and consolidate them into one volume of the CF.R, for all agencies, SBA believes a separate 
volume containing an government-wide regulations would eliminate hundreds of pages of regulations, 
and Would provide a more user-friendly format for government and nongovernment users of the 
C.F.K Currently, each executive agency or de[Jartment has its own version of these regulations in its 

own C.F.K volume, an unnecessary and sizable portion of the federal regulation system. 


2. Consolidation of all agency discrimination regulations in one C,F.K Part, 

Currently; SBA has four separate Parts addressing various forms of discrimination such as race, 

national origin, age and sex, One new Part will address all forms of discrimination. while eliminating 

the duplicative procedural requirements now repeated in each separate Part_ 


3. Simplification of sIze regulations to darif).', correct, and consolidate definitions and procedures for 
filing and processing a small business size protest or size appeal. These changes will have a . 
government-wide beneficial effect, and win assure that si2'~ protests are determined more expeditiously 
to the benefit of government contracting officers and contractors alike, The changes will also greatly 
reduce the time spent by SBA employees in processing size determinations and appeals of tnose 
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determinations. The sIze regulations define a "smaH business concern" for purposes ofgovernment 

programs benefitting small business. and establish procedures for SBA's determination of the size 

status of a particular firm in response to a protest or a request by a contracting officer or other 

interested party, While the size regulations are comprehensive, many of the provisions are complex 

and unduly burdensome, SBA's regulatory review will simplify gready these provisions. 


4. Simplification of the 8(a) program regulations to expedite eligibility reviews and contracting 
actions, The 8(a) program helps sociaUy and economica11y disadvantaged individuals enter the 
economic mainstream. partly through access to federal contracts. The agency will eliminate an 
unnecessary and burdensome procedural step for admission and will develop more specific eligibility 
guidelines. Vole also will eliminate other regulations which serve as impediments to the receipt of8(a) 
cO!l1ractual support. These regulatory changes "vill reduce significantly the burden on SBA's program 
participants, SBA staff and non-SBA procurement officials around the country. SBA has already 
begun its regulatory reform reinvention of the 8(a) program, and published final regulations to 
streamline and clarifY certain regulatory provisions the first 'week ofJune, 1995. 

5. Reinvention and redrafting of SBA's business loan regulations into one Part to encompass all 
business loan programs, Section 7(a) of the Small Business Act authorizes the SBA to guarantee loans 
to small businesses that cannot obtain financing on reasonable terms through normal lending channels. 
This change will allow smaU businesses or SBA intermediaries to find the relevant loan program 
regulations in one section. This provides a real s3\1ngs of time for all people involved with SBA loan 
programs, including employees and our small business partners. 

6. Slmplification and streamlining ofSBA's 504 Program regulations, with commensurate savings of 
staff time. The 504 program uses public/private partnerships to make loans available for acquisition of 
land. buildings. machinery and equipment, The key to SBA's 504 loan program is a certified 
development company, a nonprofit organization sponsored by private interests or by state or local 
governments. Sweeping changes to this program, once implemented~ will substantially reduce SBA 
stalftime spent on some aspects of program delivery. Specifically. the average review time by SBA 
attorneys will be reduced from four hours to 20 minutes per loan package, resulting in quicker and 
lUore effident service to small business borrowers and greater control over the delivery and timing of 
services for the CDC. 

7. Elimination of forms published'in the Small Busines.s Investment Company (USSIC") program 
regulations, In February of this year, SBA eliminated 71 of its then currently published 151 pages of 
SBIC regulations by adoption cfthi, approach, The SBIC regulations are, by far, the largest ofSBA's 
C.F.R. Parts, Ultimatety, SBA expects to eliminate approximately 120 of that Part's original 151 

pages. 


SYlALL BUSINESS ADMINISTRATION 

SIMPLIFICAnON AND REGULATORY REFORM 

,.
INITIATIVE STRUCTURE AND MEMBERSHIP 

REGULATORY POLICY OFFICER Joho T. Spotila 
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General Counsel 


INITIA TlVE TEAM LEADER David R. Kohler 


Associate General Counsel 


DEPUTY TEAM LEADER Mark K. Stephens 


Associate General Counsel 


SENIOR ADVISORS Martin D. TeckIer 


.,
Deputy General Counsel 

• Eric S. Benderson 
• Associate General Counsel 

• Ronald F. Matzner 
• Associate Deputy General Counsel 

GROUP 1 .- SUPPORT FUNCTIONS AND STRUCTURE 


Leader Cheri Wolff, Central Oftiee 


Member Tim Treanor, Chicago 


Member Robert Gangwere. Kansas City 


Member Rick Lukich, Cleveland 

\ 

GROUP 2 .- FINANCIAL PROGRAMS 


'--eader Mark Stephens, Central Office 


Yfember Frank Conley, Boston 

Member Constance Kobayashi, San Francisco 


Member Terry Ashker. San Diego 


Member Nick Newbold, Salt Lake City 


GROUP 3·- PROCUREMENT PROGRAMS 


Leader John Klein, Central Office 
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Member Dale Rettig, San Francisco 


Member "FfllIlk Flato, Dallas 


Member Paul Beck, Philadelphia 


GROt;P 4·· OTHER PROGRAMS AND PROCEDURES 


Leader Gary Fox, Central Office 


Member Hatem EI-Gabri. Chicago 


Member Linda Ritter, Louisville 


Member Nina Rivera, Phoenix 


Member Phil Vitiello, Boston 


ADMINISTRATIVE COORDINATOR 


Attorney Advisor Raenelle H. Zapata 


AIlMINISTRATIVE St;PPORT 


Legal Secretary Rhonda M. Dent 


Confidential Assistant to Cheryl M. Stauts 


the General Counsel 


SMALL BUSINESS ADMINISTRATION 


ELIMINATING AND IMPROVING REGULATIONS 


REGULATORY REVIEW OF 13 C.F.R. PARTS 101 • 146 


1995·, 13 C.F.R. !J 101-146 & 48 C.F.R. 0 2209 

38 Parts Totalling 700 Pages 


REINVENTED 1996 - 13 C.F.R. PARTS IOt-146 


14 Parts Eliminated Entirely 64 Pages Eliminated (9%) 


22 Parts Relnvented/Consolidated291 Pages Eliminated (42%) 
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TOTIIL:355 Pages Eliminated (51%) 

SBA WILL ELIMINATE OR MODIFY 100% OF THE AGENCY-SPECIFIC REGULATIONS 
(655 OF nm CURRENT 655 PAGES) 

In addition, SBA win eliminate its entire supplement 

to the Federal Acquisition Regulation, 48 CF.R. Part 2209 

2 Parts Unchanged 45 Pages Unchanged (6%) 

NOTE: The page estimates are approximations until redrafting occurs, The final numbers may vary 

slightly due to several Parts sharing pages. Where only a portion of one Part appears on a page, t~e 


page is counted as a full page. No attempt was made to divide pages by percentage. Tbe two parts 

unchanged contain uniform regulations among executive branch agencies (which SBA lacks discretion 

to change). 


Ill. THE SMALL BIJSINESS ADMINISTRATION'S PERFORMANCE 

MANAGEMENT SYSTEM 

A. Mission Statement and Agency-Wide Goals. 

The mission nfthe Small Business Administration is to aid) counsel, assist and protect 

small businesses. SBA is committed to providing quality customer service to the small business 

community. To that end. SBA is expanding its: small business: outreach, improving its overall 

management, and becoming more customer~driven. SBA knows that the efficient and effective 

delivery of program services is needed to meet growing demands with fewer resources. 


These concepts are emphasized in the Performance Agreement submitted by the Agency and approved 

by President Clinton in March, 1994. They form the background for SBA's participation as. a pilot 

agency under the Government Performance and Results Act of 1993 ("GPRA"), The President has 

given the SEA four goals: (1) free up capital for investment in small business and work to end the 

credit crunch and create jobs~ (2) eliminate unnecessary paperwork and regulations that inhibit the 

growth and productivity ofsmall hllsiness~ 


(3) reinvigorate the SBA to construct a lean, highly motivated organization focused on the needs of 

small busincs;;; and (4) be the "eyes and ears ll of the President for small business. For each of these 

established goals, SBA has set Agency~wide strategic objectives which its personnel will strive to meet 

at all levels, from the policy-makers at headquarters to the frontline personnel in the field. 


Goa! Number One; Free up capital for investment in small business and work to end the credit crunch 

and create jobs, 


SBA has worked to stimulate private investment, generate jobs and tax revenue, increase private 
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capital, expand credit for small businesses with the greatest potentialio niche markets, and develop 
new and 'creative credit instruments. With SBA's assistance, the U.S. economy in 1994 created more 
than 3.S million new jobs, 62% ofthem in industries dominated by small firms; at the same time 
business failures declined 17% during 1994. SSA's new participating security helped attract new Small 
Business Investment Company licensees with more private capital in FY 1994 than in the prevIous 10 
years combined. 

Goal :Number Two: Eliminate unnecessary paperwork and regulations that inhibit the growth and 
productivity ofsOla!1 business. 

SBA has nHmgineered, streamlined, or eliminated forms, processes and procedures; monitored and 
enforced the Regulatory flexibility Act and Papenvork Rt.~uctjon Act; proposed a list of government 
regulations to be eliminated or reinvented; reduced credit documentation required for loans; and 
streamlined its procurement regulations to improve access 10 government contracting opportunities, 
SBA introduced new programs such as ffLowDoc" which reduces the paperwork required for loans 
under $lOO,OOO. and "Fa$trak" which eliminates SBA paperwork entirely, allowing banks to rely on 
their own documentation. 

Goal Number Three: Reinvigorate the SBA to construct a lean, highly motivated organization focused 
·on the needs of small business. 

SBA has become more effective, efficient and customer qriven; has instituted perfonnance 
measurement based upon results, not process; has improved communications and created a shared 
vision; has applied modem information technology; has improved financial management; has expanded 
employee training; and has created an empowered, "can-dol' attitude among its workforce" In addition. 
SBA has shifted resources from headquarters to the field, and has downsized its regional offices" 

Goal Number Four: Be the "eyes and ears" of the President for small business. 

SBA has reported to the President on the town meetings it has held with its small 

business customers across America. Working task forces, customer surveys and focus groups have all 
generated customer feedback, enabling SBA to make policy recommendations to the National 
Economic Council. It has supported the White House Conference on Small Business, whose policy 
recommendations were submitted to the Administrator on June 14, 1995 . 

. n. Im,)lementation ofAgtncy~Wide PerfOl'ntll1ttt MCluures aud 

Relationship to Customer Service Standards. 

SBA has implemented its strategic objectives through customer service standards, seeking to serve the 
small business community through better outreach and to enhance emplQyee performance. 

t. Customer Su:"vitc Standards: 

1n the last year, SBA published customer service standards to guide SBA employees in their daily 

interaction with the public. This publication was. a part of SBA's response to Executive Order 12862 

which mandated that the federal government be customer~driveo and meet a standard for quality . 

service that i3 equal to the "best in business," Our Agency is dedicated to establishing appropriate 
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benchmarks from the "best in business, 11 applying these standards to our programs, monhoring our 
success, and eliciting feedback from our customers on our performance. 

Specifically, SBA is committed to the following general customer service principles: 

(a)to provide prompt, courteous and accurate responses to request.s for information received by 
telephone, in writing or in person; 

(b)to look for cost-effective and user-friendly ways to make information easily accessible to the small 
business ,community; ! 

Cto streamline and reinvent processes to make conducting business with SBA easier for both our 
resource partners and small business owners; 

(d)to provide the small business owner with specialized technical assistance through a variety of 
programs in a variety oflocations; 

(e)to work to relieve the regulatory burden on small business; and 

(f)to facilitate and strengthen working relationships between small contractors and 

federal procuring agencies, 

To further these goals, SBA developed and implemented a customer service training program for all 
fiefd management last falL Customer service training was given in each of SBA's ten regions, to all 
District Directors and the Finance and Investment heads in each district. At these sessions. discussion 
centered around who our customers were and how to best motivate frontline staff to better serve 
customent Monetary rewards and means of putting customer service standards into individual 
Performance Management Appraisal System ratings ("PMASs") were discussed, 

Each program office in SBA headquarters also put together a customer service presentation for the 
Operations Board, In preparing for tnat presentation, managers met with tneir employees, discussed 
who their customers were, and set specific standards and goals for each office. Many managers are 
also in the process of putting these goals in individual PMASs to ensure that they are carried om at all 
levels of SSA. SBA expects that cllstomer service goals can be implemented into the PMASs of most 
Agency employees by October I, 1995. 

2. Agency Level Results~Oriented Performance Appraisals: 

SBA's 1994 Performance Agreement with President Clinton called for a more entrepreneurial, 
customer~dri\'en and efficient SBA. To help implement this Agreement, cascading agreements were 
signed between the Administrator and all program and field office heads last summer. The end result 
has been to define clear goals for each office and to hold each manager accountable for achieving 
results. The individual performance agreements signed by District Directors with the Administrator 
bring Agency level performance standards to each field office and implement them in each District 
Director's PMAS criteria. The end result is to define clear goals for each office and to hold Distdct 
Directors accountable at the end of the year for meeting the goals to which they have agreed. 

Under th.e performance agreements, a performance plan for each District Director sets appropriate 
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goals. The performance plan has three elements (Program Responsibility, Management and Internal 
Controls). The District's business plan. the District Director!s performance agreement with the 
AdministratN, and the District's specific goals are included in each e!ement. For example, goals are set 
for !ending and other program areas such as minority enterprise deVelopment. Marketing and outreach 
(customer service) arc a part of the management element. SSA's other Agency~wide goals are 
reflected in the performance plans, including portfolio quality, liquidation recovery, aggressive 
utilization of the 504, micfoloan and surety bond programs, and involvement in local economic 
development and external resource development The Directors have agreed tD manage their 
operations effectively and efficiently and to work diligently to achieve the Agency's four goals set forth 
above, 

Each perfomlance plan serves as a framework for a performance appraisal which measures results 
against customer service, pannership, education and program delivery goals, aU set to the particular 
needs of the local populace and economy. The District Directors are also reviewed on their expansion 
of managerial. technical and financial assistance to thos.e underserved small businesses most in need of 
SBNs support, including minority and women-owned enterprises, rural and inner city husinesses, and 
high technology and export~oriented firms. 

3. Work 10 Date on the Government Perfonnance and Results- Act of 199J: 

Two years ago, SBA began a concerted effort to become more customer~driven> 

quality focused and results-oriented. As mentioned above, these efforts led to SBA's apPoln1ment as it 
pilot performance agency under "GPRA.H As such. last year, SBA was OrtC of the first four agencies to 
sign the agency.wide Performance Agreement with the President and SBA was featured in the second 
round ofmajor agency streamlining activities. As the President announced on March 27, 1995, SBA is 
continuing its efforts to streamline and to create an SBA that "works better and costs less." We are 
moving forward'with our reinvention plan. which reflects the Agency's commitment to customer 
service and to public/private partnerships. Through a comprehensive program of cost reduction, 
consolidation, centralization, and relocation, SBA proposes to reduce its annual budget 29 percent 
below the 1996 budget request, and save taxpayers 51.2 billion over the next five years, 

Pursuant to GPRA, SBA set four key mission areas: capital access, education and training, advocacy 
and contract opportunities, and disaster assistance, 

Programs in these key areas are structured to give small business specific benefits that are nol 
provided adequately in the private market: access to capital to start and expand small businesses~ 
quality education and training to develop. expand or maintain a business; effective advocacy to reduce 
paperwork and burdensome regulations; increased access to federal contract opportunities; and access 
to capital to rebuild after disasters. For each of these major mission areas, SBA is currently in the 
process of selecting key program objectives and identifying measures of success and progress, 

Even though the process is ongoing, in the past 18 months SBA has made significant progress in each 
of these four areas. New programs such as LowDoc (reduced paperwork loans under $100,000) and 
Fa$trak (streamlined loan program which relies on bank documentation) have tapped new and under' 
served markets and have resulted in phenomenal growth of the 7(.) program from 27,000 loans ($5.9 
billion) in FY 1992 to 56,000 loans ($7.8 billion) projected for FY 1995. Even with increased lending, 
the program will COst taxpayers less this year (S215 million) because of reforms adopted to make the 
program more cost4 effective, Our SBle program attracted more private capital ($700 million) in FY 
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J994 and PY 1995 than in the previous 10 years combined. 

A comprehensive review of the Minority Enterprise Development Progmm was completed, The 
Agency1s plans for the program will improve the assistance provided to minority~owned and women­
owned small businesses by streamlining the application process, reducing burdensome reporting 
requiremel1t~;, improving management and technical assistance, and providing greater contract 
opportunities. 

The Administration's recent regulatory reform announcements-giving small husiness owners a right to 
cure first time violations, calling for changes in many EPA regulations, ha1ving the frequency ofmany 
Government forms required from small businesses, and allowing fines to be used to correct Ilew 
vjolations~reflected recommendations from the unprecedented interagency . forum which SBA helped. 
launch last yeac Finally. SBA championed the Administration's efforts to strengthen and enforce the 
Regulatory Flexibility Act. 

Obviously, SBA is proud that it has made great strides in achieving the four goals for SBA set out in 
the Agency's performance plan and looks fOrv."ard to implementing further performance initiatives to 
reinvent the SBA 

C. Actions 'fllken to Eralwtte Internal Per~onncl Performance 

Measures, and Actions Taken to Eliminate Performance Measures Based on Process and Punishment 

In the last several years, there has been an aggressive Agency-\\,jde effon TO train managers and 
supervisors in drafting performance standards. First, there was a one day Train~the-Trainers 
Workshop in which the participants received instruction, guidance. and an index ofmatcrials to be 
used during their training sessions. At least one individual fmIn the ten Regional Offices received this 
training, as well as three from Headquarters, After this initial workshop, a mandatory, intensive one­
day training workshOp was sponsored for aU managers and supervisors, nation'Wlde, until all were 
trained. During the training, each manager and supervisor received hands-on training and guidance on 
how to draft standards linking performance plans to their respective program office's strategic plan, 
They were asked to develop performance standards, where possible. that describe the results to be 
achieved and measure the quantity and qua1ity of perfonnance during the year based thereon. 

D. Timetable for Implementation of Sew Personnel Performance 

• Measures for All Employees. 
• I. Timetable and Number nfEmployees Affected. 

As set forth above, managers and supervisors have been revising many of the Agency's performance 
measures for several years. An Office of Personnel notice will be issued with~n the next month, 
advising managers and supervisors lhat all measures utilizing punishment or processes must be 
eliminated from employees' performance plans prior to establishing their performance plans for FY 
1996. Additionally, the Notice wi!! address the inclusion ofagency customer service standards into the 
performance plans for all employees presently Jacking them. Including its Disaster Assistance program, 
SBA currently has 5,386 employees, of which 3,717 are pennancnt employees and 1,669 are 
temporary employees. .<" 

2. From-line Regulators: Old and New Standards for Financial Analysts. 
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SBA has reviewed its performance standards and has found very few that measure 

employee performance based upon either process or punishment In fact, SBA located only one 
perfonnance plan for one employee position, financial analyst in the SBIC program, which seemed to 
measure performance based upon the punishment the employee could mete,out Only 11 employees 
were affected by this plan, and the SBIC program has had a longstanding policy allowing concerns to 
cure most regulatory violations, without incurring any penalty, As of this date, SBA has rewritten its 
ptan in this area to eliminate both process and punishment perfonnance standards. Further eliminatlon 
of process measures from this and other plans will continue throughout the year. 

3. Catalogue of Changes Made to Existing Personnel Performance Evaluations. 

In addition to the changes set forth above, SBA has made changes in the way its 

oon~Senior Executive Service ("non-SES") District Directors are rated. To ensure consistency and 
fairness in the District Director rating process, a Performance Review Board was established to review 
the performance ratings for all non-SES District Directors. The Board will also explore the feasibility 
ofperformance awards for these individuals, and will enSure that all legal and other requirements are 
observed. SBA received OPM approval for this change in standard operating procedures on April 27, 
1995. The Board will be used far the first time at the end of this rating cycle (September 30, 1995). 

IV, GRASSROOTS REGULATORY PARTNERSHIP MEETINGS 

A Overview, 

By Memorandum dated March 4, 1995, the President directed that the heads of 

Departments and Agencies promptly convene grassroots partnership meetings around the country to 
be attended by frontline regulators and those being regulated. SBA has used such meetings to foster a 
spirit of cooperation between government and those it serves, and to provide a ready forum through 
which regulators may learn and receive suggestions and recommendations from those affected by 
regulation. 

In response to the President's directive~ the Small Business Administration organized and conducted 
Grassroots Regulatory Partnership Meetings at five different locations througbout the United States: 
San Antonio, Texas; King ofPrussi8, Pennsylvania; S1. Louis, Missouri; ~ew York. New York; and 
San Francisco, California. These meetings were held from April 10 through April 27, 1995, and were 
attended, in total, by more than two hundred fifty (250) small business owners, contractors, lenders, 
loan recipient!., 8(a) concerns, 7G) program providers, large prime contractors,' small business 
development (;enters, certified development companies, state agencies, SCORE volunteers, and SI?A 
employees. 

At each meeting, those in attendance were invited to participate in various break-out sessions 

concentrating on specific topics of particular interest to SBA partners: Financial and Business 

Development Programs, Government Contracting. and Small Business Regulatory issues. In Qnc 

instance. there also was a Speak~out session devoted to simplification ofSBA's 504 Program, The 

Business RCbrulatmy Issues breakout provided a forum for small businesses to tell SBA about any 

concerns they had with any agency's regulations. These sessions also provided an opportunity for. 
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those affected by SBA's regulatory functions to voice the-ir views concerning the performance of the 
Agency, and to offer suggestions as to how SBA programs can be made more efficient, less 
burder.some, and more "user friendly," Thereafter, upon the conclusion of the break-out sessions, all 
participants reconvened and the various ideas raised in the individual discussion groups were 
summarized for the consideration of all in attendance. At three locations, Administrator Philip Lader 
addressed the assembly. and shared hi. initial thoughts regarding many of the proffered ideas and 
recommendations. At two of the meetings, Jere Glover, Chief Counsel for Advocacy, chaired the 
events and shared with the participants information he had learned from the various \Vhite House 
Conferences on Small Business that he bad attended around the country. At all of the meetings. the 
purpose was to listen and learn, 

The specific suggestions raised at the grassroots meetings pertain to all aspects of the Agency's 
functions, and bear upon the various partnerships which SBA has forged with those it regulates, While 
a complete listing of all recommendations is now being prepared for distribution to participants and 
Agency officials, the following sample readily serves to demonstrate the insights offered by SBA's 
purtners and the clear value of continuing to hold periodic partnership meetings in the future, 

B. Specific Recommendations. 


Among the many suggestions offered for consideration were the fonowing: 


pPlace all regulations relating to business loans into one Part of the CFR 


pConsolidate aU certifications by borrowers into one document 


plncrease snoc involvem~nt with new borrowers 

pRequire business counseling before a borrower receives a loan 

~ Institute a uniform certification system for all government programs designed to 

assist disadvantaged business concerns 

~ Coordinate the policies ofSBA and the Office of the Comptroller of the Currency 

on small business loan issues 

I> Increase pUblicity regarding the benefits orlhe 8(a) program 

pCreate a government-wide telecommunications system on business issues to 

disseminate information to small businesses and SBA intermediaries 

p Improve program marketing to the public 

p Improve communications between SBA and lenders so that the latter will better 


understand Agency programs 
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• ~ Permit lenders to use their own forms in connection with 7(a) loans applications 
• pIncrea~e use ofbusiness development assistance 
• pIncwase size standards for retail businesses 
• pOffer a line of credit program for sman businesses 
• pProvide more technical assistance in the area of international trade 
• pAssist in export financing 
• ~ Standardize the 504 program to eliminate differences among the SBA district offices 
• ~ Make greater use ofalternative dispute resolution 
• pAttempt each year to award some 8(a) contracts to finns in each region that have 

not previously received lhem 

pPlace a cap on 8(a) contracts received by program panicipants 

, 


pEnsure'that regulations do not try to account for every possible action 


pProvide flexibility with respect to minor regulatory violations 

~ Establish a public and private sector advisory group 

As noted, SEA plans to distribute a summary of the recommendations submitted at each of the 

Agency's five grassroots meetings to participants and Agency officials. It also intends to ask District 

Offices to confer and coordinate with partners on policy and programs. By these actions, it is 

anticipated that SBA can continue the process begun with the five meetings just completed, improve 

tts delivery of services to the public, and strengthen its partnership with those it serves. 


C, SBA implementation Plans 

As an immediate response to several of the recommendations offered at the grassroots­

meetings, and to further energize and reinforce the Agency's partnership with those it regulates and 

serves, SBA intends to implement the foUowing measures: 


r 
I, SBA will meet with its partners, federal procurement agencies; and other federal, state and local 
agencies on a. regular basis to create> develop, and improve programs and initiatives responsive to the 
specific needs of the Agency's customers and intermediaries; 

2, SBA will work closely with lenders to educate and train them to the extent practicable prior 10 

public dissemination of a new program or initiative; 


3. SBA will initiate a joint effort by federal agencies and small businesses to increase small business 

participation in the area of international trade. with special emphasis on the creation of new 

opportunities for small business export financing; 


4, SBA will implement the use ofelectronic technologies to process applications for assistance, to 

disseminate inionnation relevant to small businesses, and to communicate with participating lenders; 


5, SBA will work with government procurement agencies and small businesses to develop a more 
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streamlined process 10 identitY and award government contracts; 

6, SBA's District Office officials will visit more frequently \\'ith offices of lenders to observe firsthand 
this intermediary link between the agency and its customers, and increase the Agency's availability to 
discuss problems and develop solutions; 

7. SBA will continue to send senior officials to trade association meetings, and will utilize these 

opportunitie~: to recognize the accompllshments and contributions ofimermediary partners; 


8. SBA will implement additional formats, including letters from the Agency's Administrator, to 
recognize and reward particular smat! businesses that have contributed noteworthy ideas or achieved 
outstanding performance; and 9. SBA will meet with the office of the Comptroller of the Currency to 

examine regulatory issues affecting small business. 

D, SBA's 504 Loan Program: A Partnership Success Story. 

The SBA is engaged in an intensive ongoing partnership to streamline and simplifY 

SBA's 504 program. The 504 program uses public/private partnerships to make loans available for 
acquisition ofland, buildings; machinery and equipment The key to SBA's 504 loan program is a . 
certified development company (Ilene"). a nonprofit organization sponsored by private interests or by 
state or local governments. 

In 1994, SBA met with industry representatives to listen to their ideas, They focused on regulatory 
changes,"form simplification and process and procedural review. Small business borrowers participated 
at SBNs San Francisco Grassroots Regulatory meeting and gave meaningful ideas on the loan 
process. Working groups, including SBA employees and industry representatives from around the 
country have been formed and are meeting for week-long sessions in Wasbington. Each working 
group is based on a function, such as the loan application process, credit analysis, loan servicing and 
loan closing. As a result oftbis process) the entire program, including regulations, standard operating 
procedures. fbrms and agreements, will be streamlined and simplified with input from the regulators 
and the regulated, The hurden on the small husiness, SBA personnel, and the CDC will be reduced 
signitic.'lntly. The entire program restructuring is scheduled to be completed by August 31, 1995. 

SBA has instituted the first step in the streamlined procedure, an expedited Joan closing process. SI3A 
will rely upon the CDCs and their private sector attorneys designated to review the loan packages 
submitted. The average SBA attorney review time will be reduced from four hours to twenty minutes 
per loan package, and the small business borrower will have the benefits of reduced paperwork and 
simpllfied procedures. 

V. NEGOTIATED RULEMAKING 

SBA has no upcoming rulemaking actions suitable for negotiated rulernakil)g. SBA believes strongly 
that any rulemaking process should include substantial involvement by the regulated community and 
other members of the pUblic, Very few ofSSA's rulemakings regulate directly the conduct or activity 
of small business owners. SBA customarily works with the regulated c.ommunity and its 
representatives to obtain comments and participation in the process. SBA presently is considering the 
feasibility of negotiated ruJemaking in the Small Business Investment Company program. 
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VI. WAIVING PENALTIES AND CUTTING FREQUENCY 01' 

REPORTING REQUIREMENTS 

Pursuant to the President's Memorandum dated April 21. 1995. SBA has identified monetary penalties 
which may be imposed upon sman businesses for correctable violations, as well as regularly scheduled 
reporting requirements established by statute, regulation. standard operating procedure, or contractual 
obligation, In each instance, careful consideration was given to determine whether the penalties could 
be modified or waived, and whether the frequency of the regularly scheduled reports could be 
reduced, The results ofSBA's detailed review are set forth below. 

A Penalties. 

SBA's rules 3nd regulations contain few monetary penalties imposed on small businesses 

in connection with violations Those which have been identified are as follows: 

L 13 C.FR 0 107.I001(d) provides that whenever the length oftimc required for the examination of 
an SBIC's books and records is excessive because ofa lack of cooperation or the condition of such 
books and records, an addition·al examination fee of up to $250 per day may be imposed~ 

2. 13 C.F.R. 0 120 104-2(1)) provides that a participating lender (not SBA) may impose upon a 
borrower a penalty fee on late loan payments in an amount up to five percent (5%) of the monthly loan 
payment plus interest (the imposition of this monetary penalty is authorized by 15 U.S.c. 0636(.) 
(22)); 

3. 13 C.F.R. 0 123.19(a) provides that one who wrongfully misapplies disaster loan proceeds shall be 
civilly liable to SBA in an amount equal to one·and~one·halftimcs the original principal amount of the 
loan. This regulation is based upon statute, which also mandates the imposition of the pemdty when 
this conduct occurs. See, 15 U.S.C. 0636(0); 

4. 15 US.c. 0 687g(a) provides that an SBre which violates any regulation or written directive 
issued by SBA requiring the filing ora report pursuant to 0 687b(b) shall pay a penalty orup to $100 
for every day during which the failure to file continues, unless it is shown that such failure is due to 
reasonable cause and not due to willful neglect. 15 US,C. 0 6S7g(b) provides that. under certain' 
circumstances, the Agency may exempt an SBIC from the provisions of subsection (a) for a peliod of 
time it deems necessary and appropriate; and 5. the Secondary Participation Guaranty Agreements 
(SBA Form 1086) permits the imposition ofcertain penalties upon the lender and the Fiscal and 
Transfer Agent. 

Under appropriate circumstances, SBA waives the penalties set forth in 13 CF.K 

o 107~ 100 I (d) and 15 U.S.C. 0 687g(a), and regularly waives all but one of the penalties allowed 
under Fonn 1086. Any penalties levied pursuant to 13 C.F.R. 0 120.I04-2(b) are imposed by 
participating lenders. not by SBA. and the maximum late payment fee applied is in accordance with the 
standard commercial rate. Moreover, the civil penalty permitted by 13 CF,R. 0 123 . 19(a) is imposed 
in connection with certain criminal wrongdoing, and is levied only after a11 exercise of discretion by 
SBA as 10 the propriety ofimposing such. penalty. Finally. the single penalty set forth in Form 1086, 
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which is not routinely waived, is commercially reasonable. is consistent with a similar penalty imposed 
in the private sector, and is imposed only after the expiration ofa two-day grace period. 

Accordingly, SBA's present policy regarding monetary penalties is consistent with a flexible approach 
towards regulation, and SBA!s plan is to ensure a continuation of this present policy_ 

B. Reporting Requircl1icnts. 

Regularly scheduled reporting requirements relevant to SBA programs are set forth in 

eigbt of the thirty-eight Parts ofSBA's regulations. in a few ofSBNs Standard Operating Procedures, 
and in the Program Announcement for the Agencyfs SBDC Program. A chart summarizing each of 
these regularly scheduled reporting requirements is annexed to this submission. 

Pursuant to the President's \1emorandum of April 21, 1995, SBA engaged in a thorough review of 
each of the Agency's regularly scheduled reporting requirements in order to determine if the frequency 
of such reporting obligations could be reduced by one~half. Such review has led the Agency to 
conclude that eleven of its regularly scheduled reporting requirements can be cut back because such 
reporting cutback would not impede the effective administration of SEA's programs or be<:ause the 
present reporting requirement is not statutorily mandated, Other reporting requirements should not be 
changed, however. SBA is a federal lending agency which is highly dependent upon the regular 
reporting of financial and other relevant data in order to ensure the integrity and effectiveness or its 
programs. A number of the regularly scheduted reports required by SBA are periodic fmandal 
statements which, in many instances, are already routinely prepared by small businesses for purposes 
unrelated to SBA requirements, are customary in the commercial world, and tbus impose no additional 
burden on small businesses, We have concluded that SBA cannot accomplish the proper performance 
of its mandated activities without the timely financial data provided by such s(atem~nts. 

Accordingly, with the exception of the eleven reporting requirements discussed below, SBA has 
concluded, and I personally declare that the Agency's regularly scheduled reporting ret:luirements 
should be maintained in order to promote the effective administration ofSBA's programs, assist in 
reducing other regulatory burdens, and comply with governing statutory prOVisions. 

As indicated, SBA has determined that it can reduce eleven onts reporting requirements. 

In two instances the reduction has already occurred (numbers 4 and 5 below): 

I. 13 C.P.R. 0 IOS.503-1(b)(3) currently requires certain certified development companies to submit 

contracts for professional services annuaUy to the Agency for approval. SBA intends to modify this 

regulation so as to require that the certified development companies simply maintain copies of such 

contracts in their files for SBA review. 


2. 13 C.F.R. 0 122.S4-6(b) currently requires recipients of Export Revolving Line of Credit loans to 

1l1rnish mon'.llly progress reports to lenders. The Agency intends to modifY this regulation so as to 

require only quarterly reporting in the absence of special circumstances. 


3. 13 C.F.R. 0 122.55-1 (b)(2)(v) currently requires certain annual reporting by trustees of a (]ualified 
employee trust, SBA intends to eliminate this reporting requirement. 

http://www . sha.gov!regulat io nslclinton.html Iii 1/01 

http://www


• ·SBA - SUMMARY REPORT TO PRESIDENT CLINTON Page 20 of20 

4. The reguhltion funnerly designated as 13 C.F.R. 0 124.312(b)(7) required 8(a) program 

participants to submit, among other things, quarterly financial statements. On June 7, 1995. SBA 

published a final rule in the Federal Register which redesignated this regulation as :J 124.312(b)(4), 

and eliminated the requirement of quarterly financial statements, 


5, The regulution fonnerly designated as 13 C.F.R, 0 124,3120(10) required 8(a) program 

participants during the program transitional stage to submit, among other tbings, quarterly financial 

statements. On June 7, 1995, SBA published a final rule in the Federal Register which redesignated 

this regulation as 0 ]24312<0(7), and eliminated the requirement of quarterly financial statements, 


6. 13 C.E.R, : 0 128.7-9(b)(5) and 128,7-9(g)(I) mandates certain reporting requirements from gran; 
recipients. However. all of Part 128 will be removed from the Agency's regulations pursuant to its 
streamttning efforts, and, ofcourse, these reporting requirements witt be eliminated as a result. 7. 
Under the SnDe Program Announcement. recipients ofSBOC awards are required to submit 
quarterly counseling and training reports. SBA intends to cut back this reporting requirement from 
quarterly to semi-annually, 8. Under the SBDC Program Announcement, recipients ofSBDC awards 
are requirt,'"{i to submit annual counseling reports, SBA intends to eliminate this reporting requirement. 

9. Under the SBDe Program AnnQuncement, recipients of SBDC awards are required to submit 
quarterly reports on certain specified SBA forms. SBA intends to cut back this reporting requirement 
ftOm quaJ1crly to semi~annually. 1O.Under the SBDC Program Announcement. recipients ofSBDC 
awards are required to submit quarterly performance reports for the first three years of participation in 
the program, and semi-annual performance reports thereafter. SBA intends to cut hack this reporting 
requirement from quarterly to semi-annually for SBOCs participating in the program for under three 
years, and fmm semi-annually to annually for SSOCs participating in the program for over three years. 

11 ,SOP 90~80, paragraph 17 requires that grant awardees in the Women's Business Ownership 

Demonstratic,n Project Program must submit quarterly performance and financial reports. SBA is 

developing a paperless reporting system in connection with this program. and it is anticipated that 

once such system has been in operation for a year, such reporting can be cut back to a semi-annual, 

rather than a quarterly, basis. 


As this Repoll was being finalized, first-time regulations were published which pCI1ain 

to the SBDC program, and 'which had gone through a lengthy preparation process. These regulations 
contain reporting requirements which the Agency will review and revise where appropriate so as to be 
consistent with this Report. 

SBA expects to achieve all of these reporting reductions by December 31, 1995. 

Some will require regulatory changes; others will be implemented through Policy Notices issued 

by the appropriate program heads within the next two weeks. Once these changes have been 

achieved, 5BA will have modified approximately 20% of those provisions relevant to tts 

programs which eSlablish regularly scheduled reporting requirements. 0 
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