APPENDIX 19 |

PREFACE

The purpose of this publication i5 to enhanee the sbility of small businesses to compete effertively in
Small Business Innovation Research (SBIR} mograms. In ovder to participate i these programs, finns
submit SBIR proposals to federal agencies in divect response to specific soticiutions, Acvordingly, the
primary emphasis of this publication is on proposal preparation. As propusal submission s the
culmination of a planning process, prudent fierns dovete attention to planning thelr proposal prior to the
setual writing. This publication containg tiree chapters corresponding 1o 8 process thvough which your
firm determings the sultability of BBIR purticipstion, sclects projects, and fimplly propaees propusals,

Chapter 1 doscrives the SBIR program and how B can relate 1o ofhor aspects of your business.

Chapter 1T prosents suggestions forgathering information necessary to defermsine the suitsbility of uny
project for an SBIRK program. Such information includes information on federal agencies (who solicit
research and development offorts), teshoolugy, and cominercial maskets.

Chupter 11 discusses gpeoific fems you should congider in preparing your proposal. ‘The content of this
chapter is based on mburmation provided by technical evaluators within various agencics whe reviewsd
SBIR proposals and on a sample of written evaluator comments.

‘This publication was prepured by the:

Office of Technology, U.S. Smalt Business Administration

L USING THE SBIR PROGRAM TO FURTHER BUSINESS
DEVELOPMENT

A What Is SBIR

Smal usiness innovition Research (BBIR) programs fund rescarch and development efforts of o high
risk nature that may have exceiient commurcisd potentisl,

The Small Business innovation Development Act of 1982 (P.L. 102.567}, and 1992 (P.L. 102-364),
presests sn exceptional opportunity for sny innovater whe is capable of conducting highguality roseurch
ang development (R&D). The purposes of the Act are & 1) stiomudate ieehnolagical mnovation; 23 we
small business to meet federal R&D needs; 31 encoursgs the participation by dissdvastuged and minogity
persons in technological innovation; and 4) inerense’ peivuse sootor commercialization derived Fom fdorsl
R&.

Linder the Smull Business lanovetion Devidopmrent Acy, euch agency with an extramural RED budget in
excess of $100 million must cstablish an 8BIR progrum. The Redlowing apencies are currontly
participating in the SBIR Progoo

»  Bepartment of Agriculnere «Department of Commmerce ~Diepurtment of Defense «Depiwtment of
Fdueation «Deparmment of Encrgy «Depariment of Health and Human Scrvices {including the
Natiormt Institues of Health) sDopantmunt of Pransportation sEnvironmental Protection Apcncy
*Mativnal Acronautics wad Space Administration sNational Scicnee Foundation *Nuclear Reputiury
Compssion ‘
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Through its SBIR program, cach ageney will dovelop tapics and release solicitations describing those
topics. Proposals are submitted 1o the agency whese they are reviewed and evaluated on 3 competitive
busis, Each agency mukes its own awards using contructs, grants, of cooperative agrecmonts,

Under the law the SBIR progrum is a three-phase process,

Phase | s based on propoesals salicited by participating agencies. These salicitations contain topies o
which small firms are invited to submit proposals. The proposaly describe the resulis the firm ntends 0
sttain, the approach the firm will tke, and how it will prove v feasibility of its approach.

Phase | awards can be made up o $160,088 fur approgimaiely 3 gixtnonth offont, The purpose of Phase §
t 10 ghow; 1) that the proposing finn can do high quality R&D: 2) tat the proposed ofTort is technically
feagible: and 3) that suificiont progross had been made to Justly o mach larger agency invesument in
Phage ], Phuse § enables the agency to address these guestions with wlatively simall sgency investnen,
thereby ingreasing the officioncy with which feders! RED dollars In Phase Hare utilized.

Those prolests which complete Phage | can compete for Phase 1t funding to fledior develop the proposed
{ddent. Phasc i1 is the principal R&D offor, with a duration which normily docs not exceed swiy years.
Aweards for Phmse  are for $750.0680 or less.

Awards for Phase 1) are bused upon the rosuits of Phase [ and the seientific and technical merit of the
Fhase i proposal, The obieet is w comtinue the R&D initiated under Phase 1. However, the government is
nat obligated to fimd any spocific Phase 1 proposal, Lo order to fairly handle the problem of choosing
botwegn proposals of approximutsly equal merit, where the funds available o sgencies do not permit
funding sl propossls, the Small Business Innovation Development Act mandates that coimmiiments for
follow-on fnding from non-fedensd sources be gived special considerwsion,

Fonmully, SBIR programs huve o third phase. Where apptopriate, Bhase Bl is conductad by the small
business (including joint ventures or R&D partnerships) t pussue comsmercial applications ¥ the R&D
contducted in Phases 1 and 11, Non-federal funds, including those obastoed through execciging the follow-
o funding commitment, support Phase 111, Phase 11 may sise bi supported by non-SBIR funded R&D o
pracduction contructs with o federal ageney for products or processes intended R use by she United States
lovermnoent,

Small LLS. businesses s eligible to participsie in the BBIR progrm if thoy sre fur profl snd bave 500 or
fewer employers. This includes sole proprictorships, pustnerships, Jolnt vestures, associations or
couperatives, Nongrofit organizations are not cligthle,

The prrimury cmpioyment of the principal investimtor prst be with the small busisess. He or ghe muse

spend more thar one-haif of his or her time employved by the smaull business at the Bme of avward and
during the conduct of the effort,

uving Phuse b, 0 minimum of two-thirds of the rescarch und/or analytios] effort must be performed by the
proposing . The rest omay be used for consultams or subgontractors. During Phase 1, a8 least onoehalf
must be purformed by the proposing B

B. Integraling SBiR-releted Efforts Into Your Qverali



. b

Business Strateqy

Good businoss strategy 15 geided by a simple maxiny Kaow your own business. Small firms may waste
trog and memey chasing afler foderal R&I funds which ave ouiside of thelr business plans and sirategy or
capability, Subositting an R&D propesal ean be a costly exgreise Hr 2 small frm, You must Roow wisd 8
1% you want fo sccomplish, You must have the R&D gtaff and capabilities to do the work.

¥ you are willing o commit dme and funds to B&D, aemd you koow your market well ensugh 1o kriow
what kinds of inoovations will mcan prowth asd profits, SBIR programs we an excelleat way to get e
sead money to do the advanced R&ED often neceszary S0 enier into new projects,

W recommenid that fioms interested in the SBIR program start by drawing up a business plan. Mot only
can such & plan help you decide what SBIR program you want to compete in, it also provides you with a
document vou can show venture capitalists and other potential fnvestors, A good Blsiness plan ean tuke &
vasicty of formis, and should include at o minimum the following oples:

s surumry of what vour company™s objectives ate and what business you are in; «description of the
speeifie products srelor services that you are or will be providing: «desseiption of the markets vou are
Is oF plan 1o compele ing «eseription of your competition sad your advantages vis-a-vis the
sompetition; *blographical information on the principuls and key porgonael; <purposel(s} for which
i are sooking funds and an estionte of the funds vou will rogoive; «ficangial statoment which
includaes both the past fow years (i any) and projections for e next thige 5 seven years,

There are numerouts sourees of information on busincss plans, For example, many large accounting firms
publish frge brochures or pamphlets on how to write a business plan. Many universities and ussociated
Smal} Business Development Centers include business planning sssistance as part of their offorts to assist
small hightechnology fiems, Developing a business plan will enable you o clarify your business strategy
and focms an your strenpths, Within this context, vou can devide if SHER monics or other R&D or privar
sector monies for it matter « arg worth pursuing,

C. Using SBIR To Csiablish Scientific/Technical Leadership

By viewing the SR progrun as oue part of your everall business strategy, you can use the program &
build scientific and technical leadership In your area. In an increasingly competitive marketslace, such
leadership is & key to continual innovation and the sajes thet innovation brings 1 smail firms.

Modern scienee and teehnolagy is frequently described a8 comprised of a series of specialtics. Small finms
can establish technical leadership in one of these spectaltios through & systematic sustained R&D effint,
Success in winning SBIR awards provides vital funding and recogpition for vour company.

Yiow the beginning stages of your SBIR proposul planning process 48 s oppertunity to talk with varjous
renvesentatives from federud, state, and local government, from compunics, from miversities and nen-
profit instinutions snd with indopendent consultants. The peopie you ment and falk with in even the fimst
stages of propusal proparation can prove w be velusble contucts in the future.

The SBIR proposal process provides an oppormunity to establish toy with eupsts in your fickd. By
approsching those experts in the conoxt of your SBIR project, vou sig likely 10 fud that they hawe
vaiuabic imsights fo offer your company. Working doesely with eminers sclontists and ongineers provides
vppoitunities fur yeur staff to benefit from the kaowladge and experiences of others, thereby shortening
the learning curve in moving to the fonticrs of your field.

R
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Award und suceessial complétion of Phages 1 andfor 11 provides 8 fedors! povernment stamp of approval
for your experienee. Dot bo shy - kof people know sbout your success. Your firm should actively promot
any awacd that you reseive. Publicity showld be directed towards the profesgionad, trude, business, and
mass media; wwands relevant wade and professional associations and thelr members; and wwardy
downstrommn users of your pomiuoes or serviers.

As SBIR swards give you or vour scientias sndor snginvers a substantive project 1o talk about, encouruye
them o publish fn professiongl Hieratare, As it makes you a member of the “user community” for federat
progrmns, scek t participate on federal agency advisory boards and peer review commitiees.

D. SBIR As a Potential Source Of Funding

An SBIR award is 2 powerful levernging toul to strrect otdser possible sources of funding, Your 8BIR
award is a sige of your company’s eredibitity and srcativity,

SBIR brings you into dircet comtact with fedessl agoney SBIR and R&D program managers. These people
are expens in thair figlds and bave sxiensive networks which can benefit your frm, For exunple, sane
SBIX program managers send abstyaess of Phase | awardees o large companios and venture capltaliss
whe have shows interest in Rinding Phase 1 endeavors or working with your company in othier
capacitios.

Mention your SBIR wward wheo compeing for other federal R&D. 1t i3 o sign gf‘yc;ur COMPEIENKe to other
program managers. Afler all, g number of thoir collcugues thought well of your fism,

‘The US Small Business Advuaigtration has developed o computerized mutching system which will bring
together potential capitalization sources with SBIR wianers. This systerm will watch Phase Yand I
winners with capital sourees i Hight of wechnival interests, dollar amounts, geogrphical tocationys and
time frames. Additional information on this sysiem maybe obtained from the Office of Technology, 1.8,
Small Business Admiristation, 409 Third S1., SW, Washington, DC 20416,

i, GETTING STARTED

The key 10 prisject selection is fo make the best vse of your finms resources. For aost small finmg
developingt profects in arcas where they se waak will only waste time and moncy. Some type of evalustion
und comparisen precedore is needed o priovitize projects so you will select only thoss with the greawst
chance of sucorss.

In selecting projects for SBIR pwrdeipston, wo recommend thar vou aftemp to motiodze the foliowing
sriteria:

»  Your ability {o respond to agoncy needs, problems, or mission arcs, «Your ability o conduct the
quality techaioul offort required to make # significant impac. «Your ability to market and sell a

technologival innovation resulting from the research und development effort.
i

Ies this chapter we will present considerations bearing on each of the above criteria and suggost actions
you can take to enhance your capabilities, Then we will discuss a process for putting these and other
eriteria together for final project selection.
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A Understanding What The Federal Agencies Want

in the SBIR progrem, sgensies solicit proposals to meet theit own R&!) needs. You can ouly submit s
proposal i1 Tesponse 4 topic presented in an agency SBIR solicitation. Your chunves of obdning
federal R&D finding are greater if you submit your proposal o those sgeacies whose R&ED needs see mon
compatible with your particular project and the expertise and expericnee of your R&ED wam.

1. Agency RED Interests

SBIR soliciations invelve » emendous variety of welmical aroas. Many sgencies also huve an interest in
the same wehnology.

Reczuse SBIR programs cover such a lunge range of techinologies, we recommend that companies look
first 10 their own expertise and business plans {us described in Chapter 1), Thar is, frst decide ohmt type of
sechmical offort will product results which contribute o the growth of your busingss. Then find an speney
solicitation topic which is consistent with the techaology vou want 1o develop.

Some agencies focus on solving specifie, wmrgeted problems (whick wmay inchude product devalopmrat) wd
their R&D ig sondected with divcet peastiond applizations i mind, (her spencies focus on advancing
pencric scientific and eogincering disciplines. As s nde of thumb, agencies with distinet missions
{defense, angportation, education, i.) will predominastly offer solutions 1o probloms or ways of
exploiting coporiunities; sgencies with missions o support peneric seience and teehnolopy (e, the
Mational S¢ience Fourdation, MNattonal Instinnes of Health, o103 will predominately offer solicitation
tupies focused tewards solving problems which will enhance knowledgie in that arca,

‘This distinetion is nmporiant for understanding the way i which the agencics look for originality and
innovativeness s SBIR proposals. The problem-solving R&D agencics wnd to emphasize originality and
{nnovativeness in the approach t solving a problem; the more rescarch oriented sgencies tend w©
cmphasize originality and innovativeness in the conmribution to the setenrifichschnicsl diseipling.

Nearly ali solicittion topics can be divided inte one of the following three categones:

»  produce a product with perfonymnce characteristics desenbed ir the topic statement; sssive or
contribute to the solution of & gerticular problens Important o the agescey™s misston; spurfom
research in @ wechnicsl stea, the advancement of which would have mphivations for die agency’s
futere needs.

Note tht in the latier two categorics, it IS up 1o the proposing firm to suggest what form the prodest of the
R&D offor will take. There have been nearly un equal number of both topics and swards in cach of thege
theor categorics.

‘Whatever the character of the solicitation topic, it is important i remember that agency RED programy
focus on agency needs. You should provide the ageney with information oo how your proposal will meet
its needs as well as simultaueously ny the groundwork for s commercially visble innovation,

The impirtant point ix to Jewn as much as possible about agency expectations in your area of interest. The
solicitation is the obvious stastiog point.



2. Obtaining Information

The most important decument yea will recoive from an SBIR particiguting fodensl agency is the
solicitation. i putlings the rules for submission in cach agency. Amony the festures you should focus on
are the topics on which proposals muy be submitted, cligibitity writeris for avards, infarmation 1o be
inciuded in proposals, evaluation criteria, procedum! griteriz (vuch s longth tinits on propusals,
schedules for submission, cvaluation, swards), and badgrmry puidelines {such as el Rmding, Hmi,
auniber of proposals funded, and whether profit is allowed). These solicitstions also contaln gonemd
informution sbout the sgency’s program. Gengrally, you obtain solicitations by contacting the 3BIR
arogram office at vach ageney.

The Semall Busiaess Administration updates quarterly the Pre-Solicitation Ansmuncement (FSA) which
provides suinmary infermustion oo solicitation topics by sgengy. The PSA is displayed on the SBA
OMNLENE Bulletin Bourd prior e the seleuse dute of agency solicitations and provide brief stitemems of
ench ageney's research fopios, opening and closing dates of agency solicitations, who to contact for a copy
of specific soliciiations, and estimates of the number of awards to be made under cach soliciution, The
Pra-Solicitstion Announcoment slevistes the need for sl firms te track thie specific activisios of 5
agencies by presenting reievant summary information on ali agencies in one concise location, After
resding through the PSA, you will have an idea of whick agencies arg offoring topics in your wren. You
gan then review the solicitation anneuncements from the refevant agencies and pin-point the oxaet topics
that most closely pertain to vour dominant ficlds of exportise. The SBA SBIR Pre-Bolicimtion
Announcernent can oaly be acoessed electroniently. To vocess the SBA ONLINE Bailutin Boadd, diul:
(300) 697-4634. To aseess this information via INTERNET, the INTERNET address is:

Telnet SBAQNLINE . SBA.GOV

{Onee connected o the bulletin boand, the SBIR/STTR program urgas can by peeessed from the main meny
by sedocting {53 Quick Scearch™ From the Quick Scarch menu, the user selects itert “(1) Search by Toplx
Meny™. The user thes selects irem “Govemment Contrasting Qpporturities”, then seleer “SHIR™ o
“STTR™, There are many other sources of information about fedeen) RELY, the spencies, and the SRR
progmm:

The NSF Small Business Ouide w Feders) BED Funding Opposunitics i an exccllont staring pluce for
assgssing agency R&D interests. by additon 1o SBIR programs, iy catalogue includes infurmution on gl
major federal RED programs, includiog the names, addresses, and phone numbers of contct prople.
Copies of the Guide may be chtained from the Superintendent of Documents, LS. Government Printing
Office, Washington D.C (202) 4022328,

Every partivipating federal ageney bas an Office of Small and Disadvantaged Boginess Utilization which
has materia] sod information avallable for distribution, These offiegs can also direct you to the appropriste
&1 program wanager. Promuting a substantive body of R&LD is a primary objective of an R&D ageney.
Ageney R&D prognem mmmagers, genesally sciontists and engineers, are the best sources of informatien
alxan an ageacy s interest in particular weebnical arcas. Becauuse of the compotitive nature of the SHIR
pragram, they cannot Answer questions about how to respond te specific SBIR solicittion toplcs. ‘They
can, however, describe pencral R&D needs of the ugency and perbups suggest other fanding programs
where your expertisc might be applicable, As discussed in Chuprer §, 3 s in vour Interest 1o identify these
contacts within the agencies and make therm 2 part of your information oorwork,

Every purticipating federal agency hos estublished an SBIR office which soordinates and oversees the
SBEH progeane. The SBIR progruro managees ace always willing 1o wik 1o frms showt the program nnd
wili answer sy goneral questions. 3BIR prograr manugers ry to provide ss much information as
poszibie without telling you whist 1o do or piving one firm more information than anether. In general, it is
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a goad iden 10 read Brough the apeney’s solizitation carefully before contaeting the SBIR program
panuger with questions; more often than rat your answer will be found there. Some agency SBIR offices
also publish SBIR winners lists and provide titles and abstracts for winning projects.

SBIR abstracts are alse availabde through an onsline service of the National Technizal nformation
Seevice: the federal Research in Progress (FEDRI®) Dotabase, This datubase is aceessible dhyough
DIALOG, a lacge, private information service, To obtain a frec copy of the FEDRIP Search Guide, call
{70%) 487-4650 and request PR 847, For information en DIALOG, or to set up an acconm, call (RO} 334,
2564,

ki

B. Determining Whether There Are Potential Markets

Reuziving on SBIR award is @ woaderful smrkoting opportuaity for a small firm, SBIR funding provides
iegitimacy to both you and your comipany, gus vour name clroulating in both the publie und private
sevtors, and can be & bashs for the dovelopment of new products and processes.

1. 8BIR as a Marketing Opportunity

The fist step in detormimng your potentish markets is to determine just what wilt result from your
resoarch downstream. This may scem lke an odd problem at first; yet, it is useful to determing sl the
points at which you could end your participation in the praject and sell or license the resuits vou hove
abtained. Depending on the stage ar which you end your participation, the resuits of your effort may be
technical knowhow, patents, a prototype, production terhniques, & fully produced commodity, vr a joins
venture or spin-off company.

One way o determine which of these wypas of prosducts you should market is 1o wrlte down the saliom
feunaves of whar you sticipate obtaining st each point. Include features prople might find objectinnable a5
weil a3 those they might find beneficial. Hsamine the feanures 10 detormine who would Be the likely
gusmer or “clicet type™ for the produst or strvice af euch deciion point. Would it br o nunafisciures? A
consumer? Or some other type? And mre ey domestico, foreipn, or multinetional?

Onee you have Hnked your poteatial products with a oustomer type, examine the buyieg pattarns common
within that type. Among the questions you should be asking are:

*  De they use products or services ke yours? «Do shey buy them or produce them in-house? »From
whom o they buy them - finns like yours or different types of profit or non-profit entities? *What do
they pay for such products or services snd how much do they buy? «Are substitutes for your praducts
or services highly stasidasdized, highly individual, or somewhere else on the continuum?

In doing market rescarch always remember that vour techoology, your staff, and yeur fiem’y abiliy o
work as i tears are what you are selling. However, sechnology, personnel, and organization mug vansiate
inti siies in product or service markets, I you canuot dermogstrate that salos are Bkely, ae-one will
provide you with cither debt or equity in capital markets.

2. tdentifying Phase il Investors



A tnaior chiective of SBIR programs is 0 assist smail firms in moving new scicntific and techiical ideas
o coneept 1 comsncrcialization, Federatly funded work frequently helps winning compauies develop
the wnderlying generic technology for conunercial innovations.

We recommend identifying potential Phase 1] mvestors as ooy as possibie. Your markotiag strutegy
should enable you to better mrget your =ffonts in seeking Phase 1 commitments.

Twir tactics will greatly facilitate your effort 10 idensfy setential investors:

»  Srast at the top, with the president of the company you are fargeting. «Do oot oy to sell snyihing,

What you should seek, ang what muny companies are willing to provide, is information on what specific
product, service, or technolegy tialts would enbunve thelr interest in your project if you are successful in
Phases Tund I,

Puring your inidal phone contacts note that you are interemted in soliciting input from potential users of
the inppvations you anticipate will cosult from your project. Point out that you are aware that
conrmerially successful innovations are “user or market driven,”

D not miin your contact by indicating you are primusily inserested in a sale. Prior (0 submission of your
Phase 1 proposal, few large companies or venture capitadists are likely 1o be ntorested i mnking logally
bimding commitments to provide Phase 113 funding, These companies are familiar with the fact dut RED
is highly risky, and thut the risk is excoptionally growt prior £ 2 domonsteation of wehnicad feusibility
(which is, of course, procisely what Phase | is designed 1o do} :

Ask if vou can visit their techaica) people fo discuss vour grodect. There is a romarkable amount of
experiise in most large floms. Their comunents an Bulp yors refine your project in a manner which will
increuse its chapcos of winning u federsl award as well as afirasting down-siream funding from their
COMPANY.

While you wre with their technical people, explors possible relstions. Would they be interested in serving
ax 3 subcontraetor on Phases 1and 117 Do they think that if you hit spucific performance targets mn the
government fumded Phases 1and 11, thelr Bron would be willing to provide Phase 1 money? Do they
sk their Som would sign o commitment to provide soch funding consingent upon hitting those targets?
Wha hus to gign off on such o commioment? I shiort, while vou aey secking advice, alzo explore the
dimensions of the relation you can establish,

Remember that the law requires that where Mhase H proposals s jidged o be of appragimacly squal
wehnieal merit, extry consideration in the evaluation process is 1o be given 1o those propuosals
accompanicd by a nen-federsl follow-on funding commitment, This happens more often than you woukd
think, Many agencies have many more propesats recommended foc award than funds avaiiable, sod it s
difficult to hudge whether one Phase 1 proposul is better than anuther when they are in different techoicul
areas. OF eourse, folow-on funding sommitmens From revopnized sources {or those otherwise jJudged to
be credibile} will camry more weight,

C.  Gathering Technical Information and ldentifying

Consultants

Al agpecs of the proposal must be of bigh scientific and weebnical merit, The plavsibility of your
echnical samunptions and proposed methodology will be completely exsmined in the light of eurrent
scientific evidense and techniques, As we shall discuss in Chapler 11, the prisary reuson that proposats
are rejocted is beeause reviewers disagree with technical elaions, dispute the nniguencss of the cffort



campared 1o others they are aware of, or downgrade the proposal & leaving out important technical
consideratinns.

You must demonsimate in the proposal that you wee knowiedgeable of the stare of research or R&D in the
speeific project wres, I you are oot catais that your company is ot the forefront of awareness of technical
developments in the ares in which you imtend w submiz an SBIR proposal, you should seck additiond
infonmation andfor advice. The purpose of this section 5 1o identify sources of 1echaical informuion and
16 provide guidance in obuininy wdvive.

« 1. 'Technical lnformution Sources

if you ure not up-to-date on the lterature relevant to your topic, there are nUMSIOWS SOUNCES YOU £arn um
1 for help. br addition to locnl re-search libraries, there are govermmental ceseareh and information
facilitics and commercially operated data bases. Also, in the solivitation, most sgoncies identify wehnical
information sources which arc applicable 1o the rescarch areas they suppart.

The National Technical information Service (NTIS) s the central source for the pubiio sule of 115,
govenunent-sponsored research, development, and engineering neports, a5 well as foreign technicud
reports wnd other analyses prepared by national and local govermment dgancics, thelr contrastors, of
gruntess. 1t is also the source of federally genersted maching-processible dota files and sofrware and
licensing arvangements for goverament-owned pawnts,

The NT1S information collection consists of numerous subjret titles. b adsditton 1o He comralized
bibliographie data base, there is a varicty of wncuncemient and dissominmtion products and services, For
miore information, contact NTiS, 3285 Port Roysl Rond, Springhield, VA 22161, (7031 4874638,

The Deparmneat of Energy's {D0E" s} Office of Selentific and Technizal informuation {OSTH eollents snd
disseminargs DOE-originated and worldwide scientific and sechnical Heerstins b sublosts of inturest o
DO rescarchers. For additional infonmation, suntich

1.8, DOE, OSTH, P.O. Box 62, Ouk Ridge, TN 37831, (615} 376-8401,

The Nutional Accopautics and Space Administration (NASA} scgulrss amd onmnlyes worldwide seivntific
and technical information on gerospace. Selected documents are nvailable from public information sources
inclading the NASA Industrial Applications Canters, WVIS, and in mrany instices university teehniesl
libraries and larger public libraries. NASAs Conter fur Acrospace Infurmation (CABD mzintuins
RECOHM, an on-Hine bibliogmphic scarch sysivm, which provides rerieval and current awarcness products
and services. For more informution, contact TAS), P.O. Box 8757, Baltimore/Washingion inserntivnnl
Arport, MD 21240, (301) 6216390,

The Defense Techniea! Center (DTIC) is the contral source of scientific and technicd information
resulting fom and desenbing R&D projects hunded by the Departosent of Defense (DOD), DTIC searches
this mformuation for rogistered requiesters. Reasamakile quuntitics of paper or microfiche copivs of requested
dogumaents arg available for SBIR proposul preparagion. P7TIC also provides referrals 1o DOLY sponsored
Information Analysis Centers {IACS) where spesialists in mission areas assigoed to these IACS perform
informational and consultive services. For more information, contact DIC, Atin: DTIC-SBIR, Building
§, Cumeron Starion, Alexundriz, VA 22304-6145, {800} 363-7247 (in Virginia, Alaska, aod Flawall {703)
F74-6902),

Health science rescarch literature is available at scademic and health science Ltnaries throughout the
United Stutes. Informatien retrieval services are available at these Hibraries and Regional Medicsl
Librurice threugh a network supported by the National Library of Medicing (NLM)Y, The latter is the
world's Jargest medical library with over 4 million items. For additional nformation, contact Puslic
Information Office, NLM, Bethesda, ML 20894, (301 496-6308.
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Cogunercinl sources of technical information have developed significantly (o the fast decade. These
inciods lrge infurmation verdoers which offer access to multiple data bases, provide dircet on-line
searching access, wid offer rapid tum-around time on printouts of absteacts and data records, 1 addition,
there is a growicy numixer of small independent infermation consultants! brokers. Muny ustiversitics and
states provide similar information and literature search services,

2. Techuical Expertise and Consultunts

The information that you need or desire may reside with consultants or subcentradion, Lo, other
individuals and organizations. There are various levels at which such advice may be usefid in your SBIR
participation:

¢ Providing meliminaey tochnical advice for planning the project «Reviewing wxd aritiquing the
proposal before subadnal; »Serving as an sdviser or rescarch performer after an award

Beforg you contact peopls or erganizations In order to enkance your capagity, be elear lo your owi i
what yois will waot Swm to do and what you are willing to pay.

‘Thege proveduces e hwipfil for choosing consultants or subrontractors: literaturs scarches, cisution
searches and expert panels,

Literuture scarches were discussed in the preceding section. Consider contacting the aathorg of
publications closest to the rescarch area in which you are planning to subemit & proposal.

A citation search congists of consulting o data baze in order w discover how many Smes particular author
are cited on a wpic of interest to you. Those suthors with the maost ¢ites are likely 1 be leading exports. To
conduet a citation sewreh contmst vaur local university Hbrary, o major whan Hbhrary, of 8 commernciul da
buse servize,

Ab expery paned s eonductod by selecting losdliog Individusis {n v 8e]d and ssking them whe they belicve
to be the leading 118, expest. o conduct an expent pancl take the most frequently published authors in the
ares of your profect i phone them. Anuther souree of expert panels are the Advisery Commintees used
by federnd R&DY Ageneios.

These sompnittees commnindy contaln leading cxperts from the ageney™s uger gonstitugncy. Sometimes it is
possibic o Juwve expents review your proposal for free, with the understanding that they would be retained
a8 2 puid consulinm of subcuntractor if you win an award. You should emphasize your openaess to
conswuctyvs criticim,

 you e interested inoworking with a person or company, request that they send you o copy of their
resuime {or s company brochure and resumes of people whis will b working on your projeets and provide
refercnces of compunies for whom they bave conducted wark sisnilar 1o that you are rguasting, Alse ask
them to sign a confidentinlity syreement. Do not discuss proprictary detsils smil you have recoived the
signed confidentialivy agreement. Prior to signing a contract, check the refereners.

You might also contacs o relevant grofessional or trade assgistion to determine the cunsulinnt’'s oy
subcuntructor’s reptation, You do nof wunt any swrprises dowostress,

Hiring u consultant o3 saboontrciue should be no different than any o8r business pirchase. Using svund
business judgment means you will be sure you are clear about what you g parchasing and what it will
cost you, Make swe thare is & legelly binding conmaet, although such s contrant can be very simple and
avold lawyet’s Jrgon. The most important aspoect of this cotitract I8 1o U payment 1 performance
wheoever possible. Also, any obligitions you have under the contract should be contingent upon prior
gward of 2 SBIZ Phase | grant, Conlract, or COupermaive agroement,
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D. Strategies for Project Selection

All potertial SBIR projocts should be evaluated along three dimensions: Agency Importance, Commerntial
fmportance, and Technology Leadorship,

Ageney lmportance provides s measure of yeur finn's abilivy 10 meet federnd research and development
needs through the project under comideration, The following factors should be considered:

«  the extent to which & project can be considered responsive to an SBIR soliciution wopic of subtopic:
sthe degree fu which your project contributes to the ageney’s mission and the natfonul seed that it
SerVes; .

B
-

Comruerciat lmpostance provides » teeasare of your firmt’s poreatiod abilhy w trunsform R&D in
projects on a specifie project. In deternining the Commereial lmportases of 2 project you should consider
s following facrors:

sl extent to which your esthmate of retum-ea-iovestrnent (RO1) for the project exceeds the ROD of the
most preforable aliomative lovestment; »vour abitity to specify the sieps necessary to carry the project
through R&D to fil production; vthe extent to which input from potential customers was part of the
project design process.

Technology Leadership iy o messure of the scienrific and technical capaeity of your firm o a panicuiur
tochnaiogy base. It indicaios vour Hon's sbility to play a leading eole in developing that base. Among the
factors your shonid consider aren

»  the quatifications of all R&D persunmcl {(both in-house and consultams), inciuding their education,
expertise, and areas of mmjor R&D interest; svour managers’ expérionee in the particular technology
base; syour ewnership of, or negess ta, relovant Iab, testing, and production cquipment.

Projests should then be ranked on the basls of the cvaluations of these theve factory together. Various
mathematical or heuristis techniques san be ased to quanify the procedure, Such publications as Rescarch
Munagoment, IEEE Transections va fngl-neering Management, and Spectron ofien foature articles
dirgetly relating to projeet selection a3 well as other R&D managemon comorns.

{nee you huve estublishod o ranking, the oext step is to think of reusons for dropping your prefered
pragects, Ase the products or services derived Som vour first choice Hkely to stand up in operation as well
25 they do o tesss? Can they be custly sorvieed or reptuced if need be? Will they lead o an excessive sk
of product liability suits? {s your technologicn! leadership dependent upoen reiaining a single key employee
oy gonsaitam? .

if your present access to specific equipment ends, can you find substinute ¢quipment in a ressonable period
of tigne? I short: What can go wrong and how likely is it o go wrong?

Make ap honest assesstment. 1§ the appreach [ poor, you car changs [t 36 veu do mxt bave the capacity to
gunduct the project ut present, it is ulways possible to hire stff, consultants, or puraprofossionals and
technicians and to fease equipment or Swilitics. Hewever, i€ you feel your projoct is not sufficiently
rtrgetive 1o win an SBIR award, it is 5 sige of soursd business adgment to dovote your resowrces 10 uther
efforis where your chances of suceess e better. I is preferable 1 addomss your weakoesses yourself prior
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1o the submission of the preposal and svold de investment in a proposal where there s Hittle chasee of
sueeess, SBIR iz kighly comperitive,

Whes done correciy, the $BIK planning process should be viewed ag an impontant component in your
buginess planning. 1 your proposed SBIR project will contribate (o your businesy growth then it should be
considered 8 valid endeavor for youwr company whether of not you actally receive an SBIR award. If you
have followed the steps outlined by this chapter yosu should have developed an bonest assessment of your
wechnical capability to producs & worthwhile result and the likelibood of the product's or service's
evonteal marketability. You should have identified relured interests both within federal agencies and
privete companies. In short, you should be well on wuck for finding altermative sources of finding,

1t ix now tme W propurs the prupusal.

fil. PREPARING THE PROPQOSAL

tt cannot be ovgremiphasized that SBIR is s competitive rescarch or R&D program. Suceessfol Phase |
proposals describe wehnical efforts sufficient to establish the feasibility of a concepr. Thurefore, the most
impotint content in the proposal is the selendificfechaical expertise Gncluling oviginalisy,
innovativeness, scientificiechnios] merit) that you bring to bear on an ageney problem, noed, or mission
arca,

Like it or not, the urden i on yei: (0 convince reviewers that your propesal is wonth Amdiog. Fether,
while reviewers are wehaieadly qualified, you cancot expeet that their expertise will bo sufficiently dose to
your ares that they will “recognize i good ides when they see one”

You wil pecd te develop and prosent fechaion! arguments to support the originuiity and expected benefity
of your praposed efforts. The reviewers will have snough technical background 6 follow vour arguments,
But that dovsn’t maan thay will agroe with them. You must takie grost care to voily the acearacy or
plausibility of alf claims, sssumptions, and approaches.

in the first section of this chaprer we shall discuss threr essential componems of a proposal. We will slso
ideontify & fourth and even more Impariant component; seientific and technical quality, which is
communicated to the reviewer through its incorporation in the other components. We shall discuss thie
relative importanee of cach component and how they relate to formal propesal structure and 0 spaee
atlocution.

The second section presenis detaiis on what should be considered in preparing each componiens {und sub-
companent). Often the porspective taken is that of the reviewers, SBA hus discussed the roview of SBIR
proposials with teehinical evaluators and has alse revicwed wiition conrnents made by evadumiors, We shall
attempt to communicae what the technical ceviewess loek for in cach peoposal component and with
regard to scientific/rechnicul guality. In sorme instances verbutim reviewer commicnts on particulr
proposals are repeated to emphasize » point we are making.

Finally, in the third section, we will suggest Gps on wiiting and presentation In order fo onhansy the
readability, logic, and apprarence of your poojoct. This section will clese with seme genera] guidanve,

A. Proposal Components

A quality proposal has theon generic componenty axch targeied towands addressing one of the following
questions:

iy What is the significanve of the moblem? What problens are you going to solve {or what sre you going to
produce) and wha difference will your efforts make?

2} How you are going fo go abourt resolving the issue identified o component 17 What are your specifie
technicul objectives and what are their rofes in proving of feasibility? What are the detils the work plan
for neeompiishing the objecrives?



Il

3} Why you are the nght £nm 1o perfonn the work? What evidence can you provide to csinbiish your
fiem's credibility, inciuding your awaroaess of the state-of-ars, your firm’s previous experience in the
conduct of related R&D, and the qualifications of key personnel, of consultants, and of your facifities,

in evaluating SBIR proposals, agensy roviewers assign points to criteria which genetally parallel these
components. in order to determing the precise weights of the criteria for a given sgeney, you should
carcfully read cach agency solicitation for specific statgments on the weighing of eriteria, For mest
ageneies, cuch of the ubove components accounts for about 20% of the il score.

What about the rermaining 40%7 it is assigned 1o 8 fourth eriterion;

43 'The scientific/technical quality, innuvativeness, and originalicy of the proposed project, This sriterion i
not addressed in a distnet part of the propossl. Rather you must keep your artention on tis criterion a8
¥ prepare the sbove tiree componenis, espesially the fiest two.

%
Fach of the sbove components plus the fourth critedion will be discussed in more dotail in seotion MI B
Although the discussion of seientific/ochnival guality comes last, do not underestimate iy impunanae.

it is important fo voderstand that each agency preveribes in i solicitaton its own formst for stracturing
the proposal. This format should be sirfatly sdhersd . Agency rovicwers who must compare and evaluate
many proposais cxpeet to find simblar scotiony i all of the propesuds they review. While the section
heaidings may not correspend directly with the sbove three generic comporents, notice that the sume flow
of nformation {s being sought.

SBIR proposals are presently restricted in length to 25 pages. Accordingly the judicioug use of space is
very important, For example, the seetions which comprise component 3, credibility enhancers, only count
for about 209 of the score (30% in one agency), Therefore do not give this component un cxcessive
amuount of sttention in the proposal. Many lesing propesals wasted valuabie space by including detalied
resumes of anyene related to the effert, tong hsts of the firm’s clients, previows work and produgts, ete.

There is no formula for determining bow o allocsts gpace smong the other sections of the grogessl. The
impottant thing is to ensure tat your proposal is sensitive t the criteria that the reviewrs sre using 10
svaluate vour propesal. Siomultancousty, sttocation of space to purticular sections should refloet your own
syle and task. Tailor the precise nummber of pages dovoted o corponents in vour propesal in 4 maner
which will muke the orost persuasive prosentation,

13. Lnderstanding What Counts

i. Sipnificunce of the Problem; What Difference

¥our Rifort Wit Make

Problems or npportunities abwiays exist in a context which enables us to identify them as problems or
ppporturitics. [n this section you should focus on demonsteating how your project addresses a vitul
prablem of apportunity in light of two key contexts: scientific/iechnical wnd sociveconamic. This
cemponent must clarify why your projeet is significant in cach of these contexts.

Essentially, you must answer four related questions:

1} What is the significance of the problem? (Why is it worth working on¥ What is the sationsl aced? Why
is it important o the dgency?)

Never forget your ebjective in discussing significance & peinaily 1o demonstate thet therc s in fact »
widely recognived probiom or apportunity. IF vou have besn active i the uppropriate sciontificfechnical
sprcialty, this can be used to cstablish the act that vou bave flest hand owareness of tw significance of the
problein of opportunity. You must also domonstraie an awarsness of how the problem or oppertuntty
found {n the solicitation ties fo with the agency’s and foderyd governoeat's ohjectives.

The follewing conunenis, reluting to the significance of the offint, were made nhout proposals which were
rocanmended for fnding:
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“Existing daw base management sysierns van effectively handie only formatted alphanumeric data, The
sl of this vesearch is 1o find ways @ incorporate other types of information such as text, maps, diagrams,
phitographs, images, acd sigrals in ap advanced dats base management system and to include facilities
for declaring and manipulsting geacral knowledge ™

here is & need for modular deck replaceinent units which can be rapidly put into pluce. Stee? gnd decks
have besn used in the past to accomplish this, A number of technicad fssues ralsod, regarding past failoses
of such decks, arc accurate. 1F the investigators can overeome some of these problems at a reasonabic
exnense, they may have a markctable item.

23 What {5 the technical challenge? (Whit birriers cxist to fts solution? Why is it imporiant fom s
seicatific or technical point of view?)

Scientifichicchnical significance js determingd by the st of substartive and methodologicalftechnique
knowledgo in the scieatific discipline or teehnical fielhd with which your proposat fills. You should clowrly
and conciscly state the manncr in which your proiect is based va g swarcness of the furger
seientifieftechnical problem or oppertunity imgplicit in the agency's brief SR solickation topic.

Use references where approprisie o support the claims you sre moking, 1 you or your key people have
been active i the sppropriale specialty, your cesponse o this Bem should alsn deseribe how your activity
provides firsthand awareness of significunce. {Make sure to refer & any directy relovant publications you
or key prupls may have.}

The above fve questions refloet the distinction between the upplication aod the seientificiiechnipal
burriers so developing the application. Whils both guestions should be addressed, 1 s quite appreprizie to
emphasize one over the other. The particslar emphasis should give deponds on the nuture of the sgeney
uud the soticitation tepic. Basic research agencies tend 1o prefer ginphasis on the secund question,

33 What will you do to moet this challenge that has not been done before? {What spocific part of the
problem are you taking on? What makes your problom definition andfor approach unigue? What makes it
better than prior efforss? How can vou build on previous resargh and knowledpe?)

‘The primary objeotives in answering this guestion wre to establish the merit of your general approach 1o
the malest, sid W show that tis approach will Tead 1o benefiug commensurate with the significance of the
problom.

Your discussion should consist of a summary statement. The details can be provided in the nexe
Canpane.

The same scientific/iechaical context which you presented in establishing significance of the problerm o
oppurunity ceniains vital information on how best 1o approach the topic. Where appropriare, refer to
relevant mcthodological discussions in the scientific/technical literature,

43 What difference will your efforts make? {What will be avaitable that i3 not preseot now? Whay will the
products of vour offorts be? What are the social and econemic benefita?}

»  Indicate the types of berefits you anticipate witl sresuit If your project is fonded, I disgussing
sbenefits, assurne that the project will be carricd «through & Phase [ State cloarly bow Phase §
swork will lay the foundation for Phuses B and Ui-

¢ with their corresponding cests and enefits. Be sure fo inelude “spin-off” henefits Ror other federal
apeneies, for the private sector, and for the geners! quality of fife of die Amovizan people i any oxist,

Two proposals which feiled to convince reviewers of poteniial benefits received the following commments:



“Proposal dees aot clearly dostomstine undemtunding of potential user requirements for proposed syster,
{hseussion of advantagesbenefits of the systens are skewhy™

“*1he studly prosupposes that flest eperators should be receptive to incorporating duta bage management
into thelr existing mamagement process. There {s oo pvidence in the proposal to indicate this,

it most iikely will not be encogh to merely stte the answers 1o these four questions; rather, your iy need
1o present an argument B Convinoe o reviewer of the accuracy of your answers, While the reviewsrs may
ot be thoroughly versed in your particnlar speciulry, they will have encugh background so udge whether
your argument is convincing or plavsibie.

The imore obscure the problem, the more detail required. Bizt do not everda i, Reviewers wre tancly
interested in a tutorial of the subject matter. H

H

References to the literuture ave only valuable where they support the argument you ure making,

Neote thar the amount of space vou devote o Gids componenst {3 not important. 3 the questions can be
addressed i one or two pages, by all means do so.

2. Fochmical Approach; How You Will Do i

‘Foguther the Tochnical Ohjectives and the Work Plas formulate vour approach to selving the problem,
They must be internully consistent and mutunlly supportive.

Technical Objectives

Irt the Technics! Objectives you speeify what it 15 you intend to accomplish. They should be regarded a5 u
fink betwoeen what yob are ultimately trying to achieve (discussed in the significanes part of the proposal]
and the detailed rechnieal work (work plan), 1t is preferable to state an objective as » resuli, aot s 2
question that you intend to study. It is vital that your objectives be challenging but realistic,

The combination of Phase | objectives, if secomplished, should establish the scientific/technioal Rugibiliy
of your basic approach to the problem or opportumity, Bstablishing feashility shundd provide any
substantive knowledge, methodolagicsl sdvaness, or technical movations aecessury for sucnossfisl Phawe
[} work.

b prepaviog this scetion you should consider thros types of objoutives: substantive koowlodge,
methodologion] advancemeot, and techolkeal innovation. Substantive knowledge refers 1o the information
ot intend W obtain about the underlving natursd o sochl phenomenen involved in vour project, Hasio oy
advanced spplicd research proposals freguentdy faous oo sitalning such knowiedge. Methodologion!
sivazeernent refors to the infunnstion you intend o obiuin about how 1o better do science or enginvaring
s 5 result of your project. All seientific snd webnologicul advaneement refines our undestanding of what
micthuds o technigues are spprapriste for studying probidoms or spproaching oppoitunitivs. Technical
Inpovation refers to produce (hiisdseare or sofware) innovations, Developmental projects focus on such
advances,

Neediess ® say, oot all type of objectives will be of equal importance. Still, it is helpful to ook at your
project from & variety of perspectives and to provide program managers and reviewers with informaton
about those ebjectives which you reasonably expect to he able to attsin. Hach objective that you list shastd
represent a significant technical contribution,

Here are sume considerations o keep in mind when developing your shiectives:

*  Yourobjeciives should fow logisally from the discussion of the sipnificance of the problem or
opporiunity, Reaching your objoctives dhould mesn vou have proven the feasibility or selving the
problem o realizing the opportunity. «Your objentives should be plausible, both in terms of your
svailable resources and your budget, »Your oblectives should be bounded by the resources your
sompary cun bring to bear on the proYlem both steff and facilitics, «In prosenting your objectives,
beyin by specifying those objectives which are maost clearly related 10 the selicitation tupic and ageney



gongerng. Next proceed to objectives relating to “spineff™ bunefits. Make sure that “spineof ' related
objecrives are clearly secondary o topic related chjectives,

As always, keep it as short as possible and 0 the point. {Most winning propossls that we sampled used
ang or fwo pages for the technical objectives).

Work Plan

‘The Work Plan deseribes vour sppvoach to the problem in detall. For your own protection, as well us for
effective parketing, the Phase | work plan must desertbe exacsly what work you will conduct in order 1o
secomplish your abivetives, If vou win an SBIR award, you wil have o deliver (., do) whis you state in
vour work plan. You must sat overpromise or vou will luse in the compoetition, go broke in performing, or
oy #6 sut corners and rein vour firm’s and your own reputations. Alternatively, if your plan is not
challenging you will lase in the competition,

The Work Plan mnust demonstrate that you know what you are doing. Spell out your approach,
methodology, options, reasons for cheices, priorities and sequence of work in detall. You must elearly
discuss both wiiat you intend to do and how you will go about each task. For most proposaly, this will be
thie longest section, probabdy 3-8 pages.

Elaborate on the wehniques you will use to accomptish the objeetives. Indicaty why these techniquos ang

appropriate, Demonstrate your expertise by highlighting any techniques which are statcofthesst or which
you have developed yourself. Indicate any past experience that vou have in using these technigues. Bofer
to other studies that support the appropristensss of yow methodology to asccomplih tie oldectves,

Include & discusgion of possiblc prabloms which might emerge or exssncous fotors which might affea
the outcome of your ¢ffort and bow you intend tp overcome those problems. People active in RED know
that it iz risky; thut the uaexpected is ofien oncountered. Clear attention to contingency planning s 2 sign
of your professionalism and sbility %o deliver what you promise.

The Werk Plan shouid be aighly detailed withour becoming bogged down in minutise, Striking this
deticate alance is pot always easy but it ig essondal. Scheduling and project stafl sorivaties chasts may be
uscful in striking the sppropriate balance. These charts depiet who will do whut work, when, ‘The charts
should guide the dovelopmont of the supporting text.

Focusing on the projeet sehedlaling chat will ensure thut your Work Plan stats at the beginning and
procecds chronolapically w the end. The chust should inchude each task to be completed, how long it
should take to compivte the task, and on what date te task must be completed, Highlight any
derisivapoins or targets which might exist alopg the way. Further, indicate which targoets ave key starting
poinis for Phiase 11 work, it does oot hurt to indicate that you are aware that Phase | is the feasibility study
aspees of » farger project. The Phuse |end is merely an interim deeisionpoinit en a project which does not
end unnl Phase H).

The project staff chuit specifies whe g responsible for cach tusk on the project sehedubing chart and what
suppoit personnel, gquipment, ote. they can utilize in completing the task,

If you will use consultants or subcontractors, your SBIR Werk Plan must contain & tiscussion of how you
will manage thern in order to ensure o timely, kigh quatity product.

Technical reviewsrs made the following comments abouot the Work Plan of Phase 1 SBIR proposuls, Z%)c*
first two are from proposals recommended i funding:

“The Phase | tasks are based on many proven methodologics and therefore have high promise in providing
iforhution regarding the feusibility of the congept.”
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“Fhe budget, estimated manhours und the schedude reflect the extemgive O2 knowladge of she key
presennel. This enables the finm to complete a study of the complex sysiems in a dmely manner.”

The next swa are from proposals not reeompmended;

“{he progeam plan, meks, and schedules are not elewly swuted. Milestones und end products are
inpdegate.”

“No indication of how the resuits will be obtained, no indication of prospects for success or risks: a “trust
me’ proposal.”

3. Credibility Enhancers

Your project will be specifically evaluated on the “qualifications of the principul investigiter, other key
stf¥, arnd comsalungs, (Fany, and the sdequacy of avaitable or obtalnable instramentation and fasilitics.”
Moyt of these categories see idengified in the solicitation directions ag specific sections in the proposal
format, Othey areas which contribute to your flem's credibility (nclude your nwareness of related RED,
provious related experience, and 2 budge: justified by the seope of the work proposed,

W will briofly discuss 2l of these eategories. However, this credibiliny enbuncing infornmstion should oot
b reserved only tor the desigaated sections in the propesal formut, I this infonmation corribates to youe
discussivns of problers sigaificance and technical approsch, by alt means pot it up front in the carlier
cosgaments of the proposal. This is especially true for reftrences w publicatione or prior work thie
support aSsumptions or vrpuments you sre making. Use these seotions of the proposal furmat & summery
aod dlaboration,

Awareness of Related RED

You will need to extablish bevond any douht that you are aware of the state of the aet in those scientifie
diggipiines smnd wohnieat ficlds directly relevant to your solicitation topic and your specific approach, This
dous not mean that you merely provide s list of referencss. Ruther, references should be integraed within
yaur discussions of significunce and approach t support paints you are making, After making this
integration, a oochalf {0 ane page sunumary is approprisie. Be sure o include a discussion of relevant
redated RAD or publications by your firm orkey project staff,

Most roviewers will be aware of some developments related to your proposed offort and will be Tooking to
sec if their view of the state-of-the-urt squares with yours. The following arc typical of remarks made by
reviewers:

“proposers de net demonstrate an upderstanding of soil-strusture interaction: thay bave no references of
which there gre o oumbsr of important ongs.”

“nir substantial account is taken of the widespread rescurch on knowledge bases and expert systems.”

With fow exeeptions Dabere specifically requized by the solicnation wepic) it i pardcularly ngppropriate
i sropose o Phuse | effort w study the suiteeftheart, OF course, reviewers are not leoking fra
stateofibenrt tutorial in vour proposal sither, Use references o simultancousty demonstrale vour awanness
aml suppert your argnonty.

Previous Experience and Key Personnel

in your discussion of the baekground of the problern or oppornmity, yvou should prosent your inforrstion
in » manner which indicates your firm's knowledge of the problom and experienes is the solichation topic
area. This expestise and cxperience ray be u reselt of direetly relevan: work grovivwsly conducied by the
Hrm or by key personngd invalved in the profect. Ahematively, It may be the result of reluted wank in
anuticr arca which has eoable your firm and personnel to bulld cxpertse amd expericnoe which san be
tansferred o the soliciation topic area.



The mest imporam momber of your project toam is the Principal Investigstor or L Owr survey of sgency
SBIR program managers indicates that the principal investigator should bave good R&D experience and
technical expertise in the urea of your project. If possible, related work experience should indicate that the
') bus successfully munsged projects similar to the one you are proposing,

Few projects can be conducted by a single individual. Accordingly, your discussion in this section should
emphasize the existence of a complete R&D project team, A good team includes adequite support gtaff to
curry the Phase | project through to completion an time and within budget.

Present specific backyround informution only for key R&D personnel. In presening information about Key
personse!, be brief, Extongive rosumes will mpidly push vour proposs! over the page Hmitation,

Remigmiber that what you are denonstrating is the ability of veur key personnel b pesfonm thie work
proposed. Therefore, summarize relevant related works, cducation, snd publicntions,

Present the uniqueness of your expertise and expenience su the program macager snd reviewer will
cunclude that it is uniikely that anyone else I3 more qualified to conduct your project. If you fuel that vour
firm camnot ostablizh its uninue capubilitics, consultants and subcontraciors can belp vou enhune yowr
firm's expertise and cxperionce. But remomber, the primuary compefence must be inBiouse,

The following comments are used 1o detnonsteate the reviewers point of view on expericnse gnd
gremstrmels -

“he relevant expez*cmc winsld come mostly from an academic c:msulmnz who is invobved for just 24
days.”

Swhile the Pl hins experience in formulating pelymenic muterials, thore ig ﬂdexgzcrimcc Hgred in
forulating bridpe voatings”

“the P s not folly qualified to conduct this study. He has a good buckground in the proposed applicatons
for the propused system, but e Jucks the electronics background for the system developoment in the video
area”

Consultants and Subcontractors

It is Important to keen the erucial work inhouse, Consultants and subeomractors should be used for clomly
defined, support functions such as project review, product testing, and specific expert mentsl operations or
duta collection. If you are faomning everything eut, why should the sgency hire you in the fist place?

Consultants are helpfial I vou or your key people are not ameng the leading U8, oxpertz i the wea of
yer project. 1t is & slygn of profossionulisig, not weakness, to be willing to ontunce your capubitities
through exveptiovally qualified consulunts. Use sonsubiunts where your strengths will be complemented,
not duplicated, Take pardeniar cure Thay e mugor trust of your proposal 1§ not distorted by 5 revicwing
consuitant. For oxample, 1t may not be appropriote 1o bave o university point of view imposed on an SBIR
proposal which is being submitted to 2 probioni-solving orlented ageooy.

Subcontractors are helpfid i your project roguires special expenise or facilities you do oot possess ine
house. The surme considerations apply to subcontractors as apply to consultants,

See alse the discussion in section 11 G

Facilities/Equipment

Hrisfiy deseribe the key relovant facilisies and equipment von will utilize, Include specifics on all
Jaboratory or clinical, computing, snd office faciiities and cquipment crucial for the project, If thesc
facilities and equipment are not in-hovse, provide information which will satisfy any coneerns the project
manuger or reviewers ight bave with respect to access.
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H yuu do not have sdequate in-bouse facilities or equipment, you offen can buy sccess 10 whit you need
from universitios, private fieas, and non-profit instinutes, or federal laboratories, When-cver possible,
sutgide facilities or equipment should be located close 10 your own firm,

+  Future R&I, Potentisl Applications, and Follow-on *Funding Commitment

Ageneies Hke to fund work with 2 finture. In this section, you should carcfully synthesize matcrial
presented earlier in your proposal. Begin by summarizing (from Component ) the precise resulis you
ntend o secomplish, Indicate how each anticipated result will facilisate your ability to conduct Phase
and Phase B R&IN

Summarize the commerglal applications vour project may have. You should goosider bath direct and
indirect applications. For oxample, 3 project on off seeds may have direct spplications in the commergial
petroloum market and Indiceet applications in agricultural techaology markets.

if you esiablished des with potontial Phase {1 lnvestors, this i8 8 good time to mention tem, Indicate
winther vou intensd to obiain & non-fedoral followaup funding commitment. One cattom du not dup
sarnes unless you are sure you will not be ombarrassed i the program mansger phongs your conmct 1o see
i rheve veally is buseest in your project!

Budget
There are pwo keys 1o preparing 9 good budpet: be realistic, and foflow the instructions,

The best way 1o prepare s realistic budget is to bave your R&D team assist in proparing s draft budget at
the time you prepare the outline for your proposal. You should show this draft budget v your acesuntant
to ensure {t {s appropriate for vour business For example, you will want to have backup for your material
and labor overbiead rates should the apency demand these.

Unless sxpressly excluded by statute, agencies are directed by the SBA to provide for 2 wasomably 09 or
profit an SBIR work, Because the funds for Phase 1 work are limited, considerations of profit should be
secondary In preparing your budget to cumplete costrecovery. u preparing yowr budget, you do not have
t0 offer 10 expead inshouse Rinds on the proposed project. As a geaera! poliny, cost-sharing i3 not required
in SHIE programs s i a0t 2 considenution factor in the evaduation of either Phase | or H propossls.

Most agencies provide budge: sheets as part of thely SBIR solicitations. Beforg fillling In these sheats itis a
good ides 2o make cuples of them fur we in prepariag s drafl budget.

4. Sgiennfic/ Pochuival Dunlity, movation,

Originality

‘Throughout v progoss] you onust seek ways %o convinse reviewsrs Uit yoo snd your o me compeient
to condort the highest qualisy work. Yoo must also convinee them that your project i# iunovative ad
origiml, The ageries do notidentify a distinet part of the proposal for making his kind of argument,
Nongtheless, i counts more than any gther oviterion.

In resding your proposal, coviewers will compare your objectives and spproach with the totadity of their
experience in the sechnical field and their understanding of the problem. Bew your proposed effort stands
up againgt their background will b u judgement call, lnvolving some measure of subjectivity, Do not be
wiiling to leave this judgement exclusively 1o the reviewers” intuition. You must muke the case for your
project through all components of your proposal, especially in discussing the project’s gignificance and
approach.

There ure seversl reusons why revigwers yuay give poor scores for this criterion. For example, the
proposed approach may ot be distiactly different from others tried in the past;
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“the proposal Hsts 3 ways of obtaining profiling deta. These are the miost obvious approaches which have
worked tn the past. Therefore 1 mark them down for originality.

“CHicror appears o be preposing a now/improved sigmsl contreller. no coneepts, inpovations or wdque
charagteristies have beea identified which would allow such improvenent.”

“doeen't indicate how what is propoesed varies from currently existing production, keyword, printing
systems used in China which deal with the complexity of characters in thar language.”

Ruviewers will also note technical claims and assumptions which they consider unfounded:
“serious question whether a restricted natural language is better than a well designed gquery lunguage.
“proposer thinks the probiem with central contrel is reliability, B e not. [£°s communieations cose”

“tests wil be limited to foroes on a stationary vehicle. Forces an o moving vehick are fikely to be oven
higher and the guidelings are likely not w0 be conscrvative™

Failure to consider important factors aiso will wark against yine

“1t 15 mther puzzling to note that the carrier gas flow rate and its ffect on particle size and dispersity hg
nat beon disnissged st all”

“ne discusshin of the cupusity of prople to handle and agsoviate three difforent ¢ode lnputs snd another
different code output in vory ¢lose approximation.”

“the offoror presents no reasons why pelymethyimothacrylale will be effoative In forming o barvier comt”

The key to domonstrating originality and inoovativeness is 1 demonsteare Sanilbirity with past work and
how yaur projoct goes beyond it Cortain methods or rechuigues are Hiely 1o have been used in the past
with greatoy or losser xuoeess. Some approaches will have cleatly ramed out to be dead-onidy, while ethurs
apponr prorsing, Merely chrosicling the past is not eoough,

Take the apportunity 1o canvinee the reviewers that your objectives and approach bsve meriz. Where
poasilsle use referencos (o previously pubdished work 1o support yeur assoetions,

C. Additional Guidelines
1. Writing Tips

A proposal is a wrliten document, Accordingly, all the considerations which go into writing soy
pecsuasive plece apply tw proposal writing. You must consider what your andienc wants to hear, how thoy
like 1o hear it, and what eriteria they use in evaluating what they hear,

it Is vital to remember that it is exceptionalty difficult to produce a good proposal uader fiow pressure.
Lusve yourself plenty of load time,

We recommend writing yous proposal in four major steps: 1) outling, 2} preliminwey dealt, 3 roevicw, &)
and o) denft. You shoald review the product ut the ond of suck of these steps,

The ootiine should be extensive. A good outline containg the first senmteace of cuch puragraph In the
praposal. The primary consideradons in ovalusting your cutling wre the complcteness of the Information
you will be prosenting (have you sddrossed all format Boms in the solicitation) and the srganiztion of
your argusenty {is the argument Jogical and persuasive). After you have reviewsd and approved your
outiine, i should be congidered “fixed” and unchangeable. There must be exceptionally good reasons for
subseauest malor modificatins fo the outhne or you will not be able 1o stay on schodule,

The proliminary draft fleshes ot the oirtling, At this time you should prepare all approprinte yphics (see

discussion balow). You should et this draft s if it were a final draft - good speliing, good graomar, e
ar¢  must,



“The preliminary draft should be presented o s review team. 3 you have competent and qualified people
inhouse, use tham. If not, seek help from outside. I doing so however, real-ize that highly gaalified
reviewers ofico expoct, and dosorve, comunomtion. {Sce discussion in section 11 O3

The next slep is to propare your fisal deaft. You should eonsider all possibilities for improving and
integrate those thet seem to have merit. B is of this tme that you seek 1o catch iny mistekes, errors, faulty
srguments of logle which might have been missed 8t wziier stages - including mistakes your woview o
may have missed,

e Like any writien giece, a proposal should «have a beginring, middle, and ond. The

beginning and end are where you highlight the most persuasive reasons for funding your proposal. The
middle comzins the back-up for these argurnernts, plas an analysis of why any of your firm’s wesknesses
will not adversely affect performance.

At the beginning of your proposal you must place a technical abstract of no more thin two-hundred words
highlighting what you pro-pose to do and how you will do it. At the end you should state these same
paints in a very brief conelugian, The conglugion should also state why your firm is waiquely qualificd for
this project. Set yoursald a one or two parageaph limit on the abstruet and conclusion,

¢ The order of presentation in the middic of syour propesal should cascfully sdbere to g sorder of
{terms doscribed in the proposal for «amnt prosented in the golivitation. Reviewers sure cxpeating it this
way. Even if you have scovered the substunce of an ltem early, vou »should devote » seation 1o that
item. The ssection can be brief “This item bas been «discussed under Subsection X7

{iuide your render by starting ench angjor seetion or subsection with & heading. The heading should cleadly
iskentify the topic of the discussion o follow, Ym headings should be distinguished from the e Grough
undez-lining, doublestriking, o bold type.

Within each section, choose the placement of your argumenis carcfully in order to maximize persuisive
presentation, In general, it is a good idea to present your strongest argument first, our next strongest
argument immediately before your conclusion, and your weakest arguments in the middle. This stucture
enables you to create a good Impression on the reader up fromt, while saving a good point for the end 1o
overgome any concemns which might be raised by the weaker argoments.

1t is also importan: W be honest with your resder, 1T your company is weak in oo ares, presem the reader
with your solution: to that weakness, For example, i vou lack in-house axpertise for a speaifis part of your
praject, stute the names of the gousutionts that you will hire to assist you with that part, In this monner
your woeaknesses are presented as streagths,

2. Prosemstion Tips

Careful formattiog of the puge agsists the reader. Yage afior page of solid toxt with manging ut the edge of
the paper are difficolt to read. Long parsgraphs are difficult 1o woud. White space on the puge muakes the
proposal look less fermidable.

Think sbout altematve ways of presenting information, If you are proseating a st of Hems, serhaps you
ghould indent and aumber them, 1¥ you are maeking » minor point which is not cemral for the argument,
but nonetheless impoenant for demonstrating your Sumllanity with the scientific or technica) ares, perhups
your should put the point in a footnute,

In taday’s computerized world, you should cunsider using o word processor or computer with word
processing software in preparing your proposal. A good word processor (or software) enables you to
quickly make corrections and to ¢asily explore alternasive formats, You can undeeling doublestrike, or
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bold passages or words, depending on the cmphusis you wunt to place on tems. However, vou should sot
get carried away with the technological options. You are preparing » R&D proposal, oot o nowsletier,
Above all, be consistent. The sare format should be used twroughos. I you wre bolding section headings
and underlining subscection hendings - do it everywhere, I you doublestike fir mador omphasis and
undertine for minor emphasis - do iTeverywhere, [Tyou skip two Hoes hetwoen parnpmphs and theee
between text and headings - do it everywhere. Onoe your adopt 3 foumols or Bibliographic format - uso it
evervwhere, A consistont fovmat enables your reader W casily geasp the sipsificance you plo o
informution.

Ciraphics and other propesal art caa provide highly offective means for comommnicating complicated
informrmtion in a sintmal acount of space. Properly and spadogly used, they can give your proposal 4
polished, professionat look,

A bandy aid for detorrining whors (0 vso graphics 18 10 ask voursell two quustions:
11 How would | best grasp this information - theough graphics?”

23 "By using wraphics will | ot down the lengsh of my proposad?™

Some cormnon types of graphies helpfid in SBIR proposals ure:

*  Vrojeet Scheduling Clarts

~Pahint rasks will be conducted when,
»  Project Sadf Activities Charts

«who will spend what time on what tasks),
+  Diapeams and Flow Chacts, «Data Tables, Graphs, and Photographs

In arder o cosure thas your grapiics strengthen vour proposal, muke sure it they arg Hhtly iegrated
inte the proposal, After you propare your cutling, cxamine it to decide what infortion an most
sfficunionsly be presemted through gmphics. Then detenmine previsely what type of graphbic sheudd be
uszd,

Graphios must appanl to the ove, I vou siteinpt to present oo much infomeation in o chart, fable, or
graph, you wre likely to find that your reader's cyes wiil glaze ever and your effot iy wasted.

it is vital that the fasl deaft ok prafessional. The type should be clear and readable. The gruphies should
b clean sl professiomd looking. Cheek o make sure that all the pages are included in the proposal and
it they arg sorrectly manbared.

* 3, Final Conviderstions Iy sumimury, there are two “ricks™ to alleviating commeon mnistakes and
T propariag o winning proposal: «1) Follow the Instructions! +2) Remermber The Evaluation Criteris!

A geeat namber of simall businesses do not follow the detailed instructions included in the solivimion. iz
gxtremiely important to read and re-read the solicitation and follow the ingractions exactly as they are
presered, Proposers who do not do this bave Hitthe chunee of suceess.

The SBIR program does NOT aceept onsoligited proposals. Euch proposal must respond 16 3 specific wople
outlined in the solicitation or it will not be considered for award.



Note that you are sliowed to send similar proposals 1o more than one agency, ‘This is a viable strategy for
increasing vour chances of being funded. However, make it clear to cach agency that the proposed effort is
responsive to their needs. (Proposal subinission forms require you to identify all other agencies. Dot
overlook this vequirement. 1t is not difficult for the agency to determine when sub-stantially strailur work
has been funded twice).

Your proposal should be either hand delivered and u receipt ebtmined or mailed “roturn receipt reguested.”
it must be subinined on ume

i you do not win an award, It s worthwhile to wiite or visit the progoun manager for o debriefing,

In your communication, you showuld make it clear that vour interest s in idertifying how vou might berer
compeate in the future. Seek informion on the sronghs and weaknesses of your weehnical spproach, vs
names of individuals or S you might work with on subseguent proposals, and ¢o appropriaie budge
levels for the kind or work proposed. You also should request a copy of the ovaluitions no your proposal,
if these wre mot provided et the debriefing, Many agencics will provide you with these comumients,

D¢ vot be discouraged if you do not win, Instead, view the proposal prepantion procvss as a leaming
experience and deaw a8 many leseons from it as possible, Use the krowledge you guin in proparing your
next proposal. Many successfil SBIR winnees have found that they kad to go through the “leaming curve”
of proposa! submission, debricfing, snd sulnnission of & mew SBIR pruposil.

H vou are o sill echnology-based firm (including rmamufacturing, and service), SBIR is your R&D
progrvin. It provides your firm with an oppornunity 1¢ obtain funds for high risk ideas that can result in
new products and processes. In the process, you can serve our country and be paid for your contribution.
By submitting only the highest quality proposals in areas you honestly believe you are comipetent, you will
increase your ehasnce of rectiving an award.



SBA - SUMMARY REPORT TO PRESIDENT CLINTON Page | of 20

APPENDIX 20

THE U.S. SMALL BUSINESS ADMINISTRATION

SUMMARY REPORT TO PRESIDENT CLINTON
An Overview of Regulatory Reform and Performance Management

CONTENTS

» LAGENCY OVERVIEW ... ... .0 L i

HEXECUTIVESUMMARY . .. ... ... ... . .. 4

A.SBAMethndofReview. ......... ... .. 4

B. Anticipated Changes, ... ......... ... &

C. Regulatory Change Highlights .. .. ... .. 6

D olastofTeamMembers .. ... ... ..., Q

E. Statistics on Regulation Elmination and Reinvention 11

* & B N &

« 1L THE SMALL BUSINESS ADMINISTRATION'S PERFORMANCE

. MANAGEMENT SYSTEM .. ... ..o ohhhnannn 12

« A, Mission Statement and Agency-Wide Goals . ... .. 12
» B, implememation of Agency-Wide Performance Measures and Relationship to Customer
Service Standards . .. 14

o 1. Customer Service Standards. . .. ... . ... 14

o 2. Agency Level Results Qriented

o Performance Appraisals. .. .. .. .. ... 16

o 3. Work 1o Date on the Government Performance and Resulis Actof 1993 ... ... .. ..
.17

C. Actions Taken to Evaluate Internal Perscrme! Performance
Measures, and Actions Taken to Ehminate Performance
Measures Based on Process and Punighment .. .. .. 19

D. Timetable for Implementation of New Personned
Performance Measures for All Emplovees ... .. 20
o 1. Timetable and Number of Employees Affecied | 20
o 2. Front-line Regulators: Old and New Standards
o for Financial Analysts . ... ... . .20
o 3. Catatogue of Changes Made to Existing
o Personnel Performance Bvaluations .. ... ., 21

-

hitp A www sha goviregulations/clinton html 11104



: SBA - SUMMARY REPORT TO PRESIDENT CLINTON Page 2 of 20

o IV, GRASSROOTS REGULATORY PARTNERSHIP MEETINGS ... .. .. 22
. o AODverview. .. ................. 22
= B. Specific Recommendations . .. ........... 23
» C. SBA ImplementationPlans . ... ..., ... .., 25

» D). SBA's 504 Loan Program: A Parinership Success Story 26

e V. NEGOTIATED RULEMAKING ... oo, 28

o VI WAIVING PENALTIES AND CUTTING

FREQUENCY OF REPORTING REQUIREMENTS ... v vt 29
o A Penalties ... ... .. ... ... 29
o B Heporting Requirements , , ... .. ... _._. 31

« [ AGENCY OVERVIEW

The .5, Small Business Administration (SBA) was created in 1953 as an independent agency of the
federal goverament to aid, counsel, assist and protect the interests of small business concerns, 1o
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 fature and to
heiping the United States compete in today's global marketplace.

The SBA delivers many of its programs through private sector pariners, such as commercial lending
institutions, certified development companies, small business investment companias, surety and
insurance companies and their agents, small business development centers, private sector cosponsors,
busmess concerns which act as 7(j} 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 Executives (ACE)L

Qur 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 listen to
their needs, to report these needs to President Clinton and to suggest appropriate injtiatives to assist
small businesses. We also recognize the need to change our regulations, management culture,
grganizational structure and business practices to improve the guality of our work. Through these
changes, we are creating a more entrepreneurial, customer-driven and effictent SBA.

The SBA has enthusiastically supported the Clinton Administration's renewed emphasts on revitalizing
the American economy and creating jobs, There are approximately 21.5 million small bustnesses in the
United States. The small business segment of the United States economy provided about 71 percent of
the 1.9 million new jobs created in 1993, and accounts for 30 percemt of the private gross donmeslic
product. Small businesses provide most workers with their first jobs and initial on-the-job training in
bagic skills, produce twice as many innovations as large firms, employ 54 percem of the privaie work
force, and contribuie 52 percent of all sales in the country.

The SBA s reducing, consolidating and improviag its regolations comprehensively for the first time
singe SBA’s formation in 1953, SBA will revise all of its own regolations, with a focus on clarity and
plain language. It plans to eliminate 355 pages of the 700 pages of text, or §1% of SBA's gection of
the Code of Federal Regulations. Two regulation paris involving grants and non-procurement
debatment and suspension matters will remain unchanged for the moment, but only because they
contatn uniform rules governing all federal agencies. The regulations which remain will be reorganized
and congohdated into & much more coherent and "user-friendly” format, At the completion of this
initiative, SBA’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 pilot 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 the President in 1994; SBA's
District Directors then signed Performance Agreements with the Administrator, All of SBA's
management has been trained to develop performance goals focusing on quality service. New
performance standards for all emplovees should be in place beginning October 1, 1995, SBA
employees will focus on aid and assistance to smalf business, not process or punishment,

To establish SBA's Grassroots Regulatory Partnerships, we arranged outreach mectings this year in
San Antonio, Philadelphia, New York, St. Louis, and San Francisco. At the meetings, SBA frondine
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 information and is incorporating the resulting ideas into its program-by-
program review and its regulatory rewniting process. SBA is building on the partnership spirit created
in these meelings by continuing to solicit and share ideas from its partners on the upcoming revisions
to SBA's regulations, processes, and procedures.

SBA has not vet identified any areas where formal negotiated or consensual rulemaking would be
belpful. It has made extensive efforts to work with the snall business community to devetop better,
more reasonable regulations. Interested trade associations and their members have provided valuable
insight into SBA's regulatory scheme and its resultant impact. SBA may decide to initiate a negotiated
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rulemaking for the Small Business Investment Company Prograns; in the interim, it will continue to
work with its small business partners to improve regulations across the beard.

All of these cfforts, and SBA's future plans, are more fully explained below and in a separate
submission to the President and Vice President Gore entitled "The NEW SBA Reinventing SERVICE
to the Small Business Community" dated June 12, 1995, The SBA has adopted an aggressive schedule
10 accomplish all of its streamlining objectives by December 31, 1995; it is already working at full
speed to meet that timeline,

1. EXECUTIVE SUMMARY

As directed by President Clinton in his Memorandum of March 4, 1995, the Small 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-
specitic regulations will be reinvented as part of §BA's regulatory reform initiative, SBA believes that
it can signtficantly clanify and streamline its regulations, reducing their total number of pages by 51%,
and that tt can complete this effort by December 31, 1995, This regulatory reform will help SBA
conserve resources, imnprove procedures, and serve its customers more effectively,

A. SBA Method of Review,
To implement President Clinton's March 4, 1995 directive, | asked John Spotila, SBA's

General Counsel and Regulatory Policy Officer, to lead a special task force of agency attorneys in
evaluating all agency regulations for need, effectiveness, and clarity. Eighteen attorneys (14 from the
field), were assigned to work on four simphification teams, sach responsibile for a broad subject area
{government contracting, finance, administration, and other SBA programs). A list of the team
members and thewr offices is enclosed, Under the direction of David Kohler and Mark Stephens of
SBA's Office of General Counsel, the teams reviewed the 700 pages of $BA 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 "grassroots" partnership meetings with the regulated community~ bankers, small
business owners, government contractors, and SBA field personnel. These meetings were led by me or
lere Glover, our Chief Counsel for Advocacy. The meetings proved very successfil, as the community
participants welcomed SBA's efforts 1o reduce regulatory burdens, eliminate confusion, and minimize
the time, effort and expense involved in complying with governmental requirements. While 2 number
of participants indicated that they did not regard SBA as a major source of regulatory burdeas, they
welcomed the prospect of further sireamlining and paperwork reduction.

The attoraey teams first undertook a page-by-page and line-by-line review of each regulation, looking
for duplication, outdsted or outmoded requirements, and confusing language. 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 of programs, seeking to ensure g less cumbersome and
more effictent process, with an emphasis on enhanced customer service, Afler 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 of each regulation to assist in determining
whether 1t was outdated.
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Whenever possible, the teams identified substantive changes which could lead to effective, concise,
user-friendly regulations. The task force goal was to help the agency improve speed and efliciency, use
resources more effectively, and make it easter 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 clanity and simplicity for the
remainder. SBA s committed o full implementation of the suggested changes and expecis to
complete them by calendar year end.

B. Anticipated Changes.
In reviewing the 1993 version of SBA regulations, which consists of 38 Parts totalling

700 pages, SBA has dotermined that it can entirely eliminate 14 Parts, thereby deleting 64 pages of
regulation. Additidnally, 22 Parts can be substantively reinvented or consolidated, resulting in the
anticipated elimination of 291 more pages. SBA will no longer have a supplemental chapter to the
Foderal Az:quisi‘iion E{e&uiaticm In total, we estimate that at least 355 pages of regulamw text can be
eliminated, 8 51% reduction in the total number of pages. The remaining two Parts, with 45 pages,
will remain unchanged only because they are uniform rules among executive branch agencies.
Therefore, in essence, SBA has undertaken to reinvent all of its agency-specific regulations,

C. Regulatory Change Highlights,
This initiative will reduce SBA's regulations by more than one-half, giving SBA's

customers, partners, and employees a more user-friendly, concise regulatory scheme, Following are
spectfic highlights, all of which are already in process:

1. Development of a recommendation that we eliminate all government-wide regulations, such as non-
procurement debarment and suspension regulations and drug free workplace restrictions, from 13
C.F.R. and consolidate them into one volume of the C.F R. for all agencics, SBA believes a separate
volume contatning all 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.ER Currently, each executive agency or department has its own version of these regulations in its
own CF R, volume, an unnecessary and sizable portion of the federal regulation system.

2. Consolidation of all agency discrimination regulations in one C.F.R, 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 ctanﬁ, 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 will assure that size protesis are determined more expeditionsly
to the benefit of government contz‘acting officers and contractors alike. The changes will also greatly
reduce the time spent by SBA employees in processing size determinations and appeals of those
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determinations. The stze regulations define a "small business concern” for purposes of government
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 burdengome, SBA's regulatory review will simphfy greatly these provisions.

4, Simplification of the 8(3) program regulations to expedite eligibility reviews and contracting
actions, The 8(a) program helps socially and economically 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
guidelings. We also will eliminate other regulations which serve as impediments to the receipt of 8{(a)
contractual support, These regulatory changes will 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 {inal regudations to
streamiline and clarify certain regulatory provisions the first week of June, 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 small busingsses or SBA intermediaries to find the relevant loan program
regulations in one section. This provides a real savings of time for all people volved with SBA loan
programs, including emplovees and our small business partners.

staff tmeé. 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
statf time spent on same aspeets 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
more cfficient service 1o small business borrowers and greater control over the delivery and timing of
services for the CDC.

I 6. Simplification and streamlining of SBA’s 504 Program regulations, with commensurate savings of

7. Elimination of forms published in the $mall Business Investment Company (*SBIC”} program
regulations. In February of this vear, SBA eliminated 71 of its then currently published 151 pages of
SBIC regulations by adoption of this approach. The SBIC regulations are, by far, the largest of SBA's
C.F.R. Parts, Ultimately, SBA expects to eliminate approximately 120 of that Part's onginal {51
pages.

SMALL BUSINESS ADMINISTRATION

SIMPLIFICATION AND REGULATORY REFORM

INITIATIVE STRUCTURE AND MEMBERSHIP ¢

. REGULATORY POLICY OFFICER John T. Spotila

hitp:/fwww.sba. gov/regulationsfelinton. huml 11101


http://www

SBA - SUMMARY REPORT TO PRESIDENT CLINTON

General Counsel

INITIATIVE TEAM LEADRER David R. Kohler
Associate General Counsel

DEPUTY TEAM LEADER Mark K. Stephens
Associate General Coungel

SENIOR ADVISORS Martin D. Teckler
Deputy General Counsel

s Fric §. Benderson
+ Associate General Counsel

s Ronald F, Matzner
» Associate Deputy General Counsel

GROUP 1 - SUPPORT FUNCTIONS AND STRUCTURE
Leader Cheri Wolif, Central Office

Member Tim Treanor, Chicago

Member Robert Gangwere, Kansas City
Member Rick Lukich, Cleveland

GROUP 2 -- FINANCIAL PROGRAMS
Leader Ma;rk Stephens, Central Office

Member 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 Frank Flato, Dallas
‘Member Paul Beck, Philadelphia
GROUPF 4 - GTHER PROGRAMS AND PROCEDURES
Leader Gary Fox, Central Office
Member Hatem El-Gabn, Chicago
Member Linda Ritter, Louisville
Member Ning Rivera, Phoenix
Mefzzi}er Phil Vitiello, Boston
ADMINISTRATIVE COORDINATOR
Attornay Advisor Raenelle H. Zapata
ADMINISTRATIVE SUPPORT
. Legal Secretary Rhonda M. Denmt
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 CFR 0 101-146 £ 48 CFR. 0 2209

38 Parts Totalling 700 Pages

REINVERTED 1996 - 13 CF.R. PARTS 101-.146

14 Parts Eliminated Entirely 64 Pages Eliminated (9%)

. 22 Parts Reinvented/Consolidated291 Pages Eliminated (42%%)
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TOTAL333 Pages Eliminated (51%)

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

in addition, SBA will eliminate its entire supplement
to the Federal Acquisttion Regulation, 48 CF R Part 2209

2 Parts Unchanged 45 Pages Unchanged {(6%)

NQTE: The page estimates are approximations until redrafling occurs, The final numbers may vary
slightly due to several Parts sharing pages. Where only a portion of one Part appears on a page, the
page s counted as a full page. No attempt was made to divide pages by percentage. The two parts
unchanged contain uniform regulations among executive branch agencies {which SBA lacks discretion
to change),

H1. THE SMALL BUSINESS ADMINISTRATION'S PERFORMANCE
MANAGEMENT SYSTEM

A. Mission Statement and Agency-Wide Cioals,

The mission of the Small Business Administration 18 to aid, counsel, assist and protect

small businesses. SBA is committed to providing quality customer service 1o 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
defivery 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 Prestdent Clinton i 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 hag
given the SBA four goals: {1 free up capital Tor 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 of small business;

(3) reinvigorate the SBA to construct a lean, highly motivated organization focused on the needs of
small business; and (4) be the "eyes and ears" of the President for small busingss. For each of these
established goals, SBA has set Agency-wide strategic abjectives which its personnel will strive to meet
at all levels, from the policy-makers at headquarters to the frontline personnel in the field.

Goat 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

P

hztp:;";‘wwé;‘sba‘gav:’mgulationsfc!in{on,htmi 1/11/01



SBA - SUMMARY REPORT TO PRESIDENT CLINTON Page 100020

capital, expand credit for small businesses with the greatest potential in niche markets, and develop
new and creative credit instruments, With SBA’s assistance, the U.S. economy in 1994 created more
than 3.5 million new jobs, §2% of them in industries dominated by small firms; at the same time
business fallures declined 17% during 1994, SBA's new participating security helped attract new Small
Business Investment Company licensees with more private capital in FY 1994 than in the previous 10
vears combined,

Goal Mumber Two: Eliminate unnecessary paperwork and regulations that inhibit the growth and
productivity of small business.

SBA hags re-engineered, streamlined, or elirinated forms, processes and procedures; monitored and
enforced the Regulatory Flexibility Act and Paperwork Reduction Act; proposed a list of government
regulations to be shiminated or reinvented; reduced credit documentation required for loans; and
streamlined its procurement regulations to Improve access 1o government contracting opportanities,
SBA introduced new programs such as "LowDoc” which reduces the paperwork required for loans
under $100,000, and "Fa$trak” which eliminates SBA paperwork entirely, allowing banks to rely on
thetr own documentstion.

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 driven; has mstituted performance
measurement based upon results, not process; has improved communications and created a shared
vision; has applied modern information technology, has improved financial management; has expanded
employee training; and has created an empowered, "can-do” attitude among its workforce. 1n addition,
SBA has shifted resources from headguarters to the field, and has downsized its regional offices.

Goal Nuatber Four: Be the "eyes and ears” of the President for small business.
SBA has reporied to the President on the town meetings it bas 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, whoss policy
recommendations were submitted to the Administrator on June 14, 1993

. B. Implementation of Agency-Wide Performance Memsures and

Relationship to Customer Service Standards.

4

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

1. Customer Sorvice Standards:

In the last year, SBA published customer service standards to guide SBA employees in their daily
nteraction with the public, This publication was 8 part of SBA’s response to Executive Qrder 12862
which mandated that the federal government be customer-driven and meet a standard for quality
service that iz equal to the "best in business." Our Agency is dedicated (o establishing appropriate
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benchmarks from the "best in business,” applying these standards to our programs, moniloring our
success, and eliciting feedback from our customers on our performance.

. Specifivally, SBA is commiited 1o the following general customer service principles

{a)to provide prompt, courteous and accurate responses to requests for mformation received by
tetephong, in writing or in person;

(b)to look for cost-effective and user-friendly ways to make information easziy accessible to z‘ke simall
business cotrmmunity;

Lo streamline and reinvent processes to make conducting business with SBA eagier for both our
resource pariners and small business owners;

{d)to provide the smal business owner with spectalized technical assistance through a variety of
programs in a variety of locations;

{&)to work to relieve the regulatory burden on small business; and

(Mo facilitate and strengthen working relationships between small contractors and

federal procuring agencies,

field management last fall. Customer service training was given in each of SBA's ten regions, to all
District Directors and the Finance and Investmen heads in gach district. At these sessions, discussion
centered arcund who our customers were and how 1o best motivate fronthine staff to betier serve

customers. Monetary rewards and means of putting customer service standards into individual
Performance Management Appraisal System ratings ("PMASs™ were discussed.

. To further these goals, SBA developed and implemented a customer service training program for all

Each program office in SBA headquarters also put together a customer service presentation for the
Operations Board. In preparing for that presentation, managers met with their cenployess, 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 out at gl
levels of SBA. SBA expects that customer service goals can be implemented into the PMASs of most
Agency employees by October 1, 1995,

2. Agency Level Resulis-Oriented Performance Appraizals:

SBA’s 1994 Performance Agreement with President Clinton called for a more entreprenearial,
customer-deiven and efficient SBA. To help implement this Agreement, cascading agreements were
signed between the Admimstrator and all program and field office heads last summer. The end result
has been to define clear goals for each office and 10 hold each manager accountable for achieving
results. The individual performance agreemaents signed by District Directors with the Administrator
bring Agency level performance standards to cach fleld 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 District
. Directors accountable at the end of the year fur meeting the goals to which they have agreed.

Under the 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
Administrater, and the District’s specific geals are included in each elemant. For example, goals are set
for lending and other program arcas such ag minority enterprise development. Marketing and outreach
{customer service) are a part of the management element. SBA's other Agency-wide goals are
reflected in the performance plans, includmg portfolio quality, hquidation recovery, aggressive
utilization of the 504, microlosn and surety bond programs, and involvement in local economic
development and external resource development. The Directors have agreed to manage their
operations effectively and efficiently and to work diligently 16 achieve the Agency's four goals set forth
above.

Each performmance plan serves as a framework for a performance appraisal which measures results
against customer service, parinership, education and program delivery goals, all set to the parnticular
needs of the local populace and economy, The District Directors are also reviewed on their expanston
of managerial, technical and financial assistance to those underserved small businesses most i need of
SBA’s support, including minority and women-owned enterprises, rural and inner city businesses, and
high technology and export-oriented firms.

3. Work 10 Date on the Government Performance and Results Act of 1993%
Two years ago, SBA began a concerted effort 1o become more customer-driven,

quakity focused and resulis-oriented. As mentioned above, these efforts lod to SBA's appoiniment az a
pilot performance agency under "GPRA.™ As such, last year, SBA was ogne of the first four agencies to
. sign the agency-wide Performance Agreement with the President and SBA was featured in the second
round of major agency streamlining activities. As the President announced on March 27, 1995, SBA s
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,
consofidation, centralization, and relocation, SBA proposes to reduce its annual budget 29 percent
below the 1996 budget request, and save taxpayers 31.2 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 spectfic benefits that are not
provided adequately in the private market. access to capital to start and expand small businesses;
quality education and tratming 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, $BA is currenily 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
FaStrak {streamlined loan program which relies on bank documentation) have tapped new and under -
served markets and have resuited in phenomenal growth of the 7{a) program from 27,000 loans ($5.9
billion} 1n FY 1992 {0 36,000 loans (§7.8 billion) projected for FY 1995, Even with increased lending,
. the program will cost taxpayers less this year (8215 million) because of reforms adopted 1o nske the
program mors cost-effective. Qur SBIC program attracted more private capital (3700 million} io FY
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1994 and FY 19935 than in the previous 10 years combined.

A comprehensive review of the Minority Enterprise Development Prograny was completed, The
Agency's plans for the program will improve the assistance provided to minority-owned and women-
owned small businesses by streamhining the application process, reducing burdensome reporting
requirements, impraving management and technical assistance, and providing greater contract
opportunities.

%
e

The Administration’s recent regulatory reform announcements-giving small business owners a right to
cure first time vialations, calling for changes in many EPA regulations, halving the frequency of many
Government forms required from small businesses, and allowing fines to be used to correct new

_violationg-refiected recommendations from the unprecedented interagency forum which SBA helped
launch fast year. Finally, SBA championed the Administration's efforts to strengthen and enforce the
Regulatory Flexibabty Act.

Obviously, SBA s proud that it has made great strides in achieving the four goals for SBA set out in
the Apency's performance plan and Jooks forward to implementing further performance mmatwea to
reinvent the SBA. g

C. Actions Taken to Evaluute Intornal Personnel 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-wide effort 1o train managers and
supervisors in drafting performance standards. First, there was a one day Train-the-Trainerg
Workshop in which the participants received instruction, guidance, and an index of materials to be
used during their training sessions. At least one individual from the ten Regional Offices received this
training, as well as three from Headguarters, After this initial workshop, a mandatory, intensive one-
day training workshop was sponsored for all managers and supervisors, nationwide, 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 resulis 1o be
achicved and measure the quantity and guality of performance during the year based thereon.

D. Timetable for Implementation of New Persannel Performance

¢ Measures for All Employees.
» 1. Timutable and Number of Employees 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 within the next month,
advising nianagers and supervisors that alt measures utilizing punishment or processes must be
eliminated from employees' performance plans priot to establishing their performance plans for FY
1996. Additionally, the Notice will address the inclusion of agency customer service standards tno the
performance plans for all employees presently lacking them. Including its Disaster Assistance program,
SBA currently has 3386 employees, of which 3,717 are permanent employees and 1,669 are
temporary employees. #

2. Front-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 facy, SBA located only one
performance plan {or one emplovee 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 « longstanding policy allowing concerns to
cure most regulatory violations, without incurring any penalty, As of this date, SBA has rewritten itg
plan in this area to eliminate both process and punishment performance standards. Further elimination
of process measures from this and other plans will continue throughout the vear,

3. Catalogue of Changes Made to Existing Personne! Performance Evaluations.
In addition to the changes set forth above, SBA has made changes in the way its

non-Senior Executive Service ("non-8SES”) District Direstors 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
of performance 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,
19935, The Board will be used for the first time at the end of this rating cycle (September 30, 1985},

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 coustry (o
e aitended 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 affecied by
regulation,

In response to the President's directive, the Small Business Administration organized and conducted
Grassroots Regulatory Partnership Mestings at five different locations throughout the United States:
San Antonio, Texas, King of Prussia, Pennsylvania; St. Louis, Missouri; New York, New York; and
San Francisco, California. These meetings were held from April 10 through April 27, 1995, and were
attended, 1 total, by more thas two hundred fifty (250) small business owners, contractors, lenders,
{oan recipients, 8{a) concerns, 7(j) program providers, Jarge prime contractors, small business
development centers, certified development companies, state agencies, SCORE volunteers, and SBA
employees.

Al 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 one
mstance, there also was a Speak-out session devoted to simplhification of 8BA's 504 Program. The
Business Regulatory Issues breskout provided a forum for small businesses to tell SBA about any
voncerns 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 their views concerning the performance of the
Agency, and to offer suggestinns as (o how SBA programs can be made more efficient, less
burdengome, and more "user friendly." Thereafler, upon the conclusion of the break-out sessions, all
participants reconvened and the various weas raised in the individual discussion groups were
suminarized for the consideration of all in attendance, At three locations, Administrator Philip Lader
addressed the assembly, and shared his mitial 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 White House
Conferences on Small Business that he bad attended around the country. At all of the mectings, 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 Lo demonstrate the insights offered by SBA's
partners 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 following:
b Place all regulations relating to business loans into one Part of the CFR
b Consolidate all certifications by borrowers into one document

. b Increage SBDC involvement with new borrowers
b Require business counseling before a borrower receives a loan
p Institute a uniform certification system for all government programs designed to
assist disadvantaged business concerns
b Coordinate the policies of SBA and the Office of the Comptroller of the Currency
on small business loan issues
b Increase publicity regarding the benefits of the 8{a) program
b Create a government-wide telecommunications system on business issues 1o
disseminate information to small businesses and SBA intermediaries

b Improve program marketing to the public

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

. understand Agency programs
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b Permit lenders to use their own forms in consiection with 7(a} loans applications

b Increase use of business development assistance

b Increase size standards for retail businesses

b Cffer a fine of credit program for small businesses

b Provide more technical assistance in the area of international trade

b Assist in export financing

b Standardize the 504 program to eliminate differences among the SBA district offices
b Make greater use of alternative dispute resolution

b Attempt each year {0 award some 8(a) contracts to firms in each region that have

" & # & w » & = 2

not previously received them

b Place a2 cap on 8(a) contracts received by program participants

b Ensure that regulations do not try to account for every possible action

b Provide flexibility with respect to minor regulatory violations

b Establish a public and private sector advisory group

As noted, SBA plans to distribute a surmmary of the recommendations submutted at each of the
Agency's five grassroots meetings to participants and Agency officials. It also intends to ask Distnigt
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
its detivery of services to the public, and strengthen 1s partnership with those it serves,

C, §BA lmplementation Plans

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

moetings, and to further energize and reinforce the Agency's partnership with those it regulates and
serves, SBA mtends to implement the following measures:

. Ca . . ¥
1. SBA will meet with its parteers, federal procurement agencies, and other federal, state and local
agencies on a regular basis to create, develop, and improve programs and mitigtives responsive to the
specific needs of the Agency's customers and intermediaries;

2. SBA will work closely with lenders o educate and train them to the extent practicable prior to
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 of electronic technologies 1o process applications for assistance, to
disseminate information relevant to small businesses, and to communicate with participating lenders,

5. SBA will work with government procurement agencies and small businesses to develop 4 more
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streamiined process to identsfy and award governmens contracis;

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

7. SBA will continue to send semor officials to trade association meetings, and will wtilize these
opportunities to recognize the accomphshments and contributions of intermediary partners;

8. SBA wiil implement additional formats, including letters from the Agency's Administeator, to
recagnize and reward particular small businesses that have contributed noteworthy ideas or achreved
outstanding performance; and 9. SBA will meet with the office of the Comptroller of the Currency to
examine regulatory ssues affecting small business.

D, SBA's 504 Loan Program: A Parteership Success Story,
The SBA is engaged in an intensive ongoing parinership to streamline and simplify

SBA's 504 program. 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 Joan programis a .
certified development company ("CD(C"), a ponprofit 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 SBA's San Francisco Grassroots Regulatory meeting and gave meaningful tdeas on the loan
process. Working groups, including SBA employees and industry representatives from around the
country have been formed and are meeting {or week-long sessions in Washington, Each working
group is based on a function, such as the loan application process, credit analysis, Toan servicing and
loan closing. As a result of this process, the entire program, including regulations, standard operating
procedures, forms and agreements, will be streamlined and simplified with input from the regulators
and the regulated. The burden on the small business, SBA personnel, and the CDC will be reduced
significantly. 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 loan closing process. SBA
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 (o twenty minutes
per loan package, and the small business borrower will have the benefits of reduced paperwork and
simplified procedures.

V. NEGOTIATED RULEMAKING

SBA has no upcoming rulemaking actions sustable for negotiated rulemaking. SBA believes strongly
that any rulemaking process should include substantial involvement by the regulated community and
other members of the public, Very fow of SBA's rulemakings regulate directly the conduct or activity
of small business owners. SBA customarily works with the regulated community and its
representatives to obtain comments and participation in the process. SBA presently is considering the
feasibility of negotiated rulemaking i the Small Business Investment Company program,
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VI, WAIVING PENALTIES AND CUTTING FREQUENCY OF
. REPORTING REQUIREMENTS

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

A, Penalfies.
SBA's rules and regulations contain few monstary penalties imposed on small businesses
in connection with viclations. Those which have been identified are as fbllows:

L I3 CFR O 107.1001(d) provides that whenever the length of time required for the examination of
an SBIC's books and records is excessive bacause of a lack of cooperation or the condition of such
books and records, an additional examination fee of up to $250 per day may be imposed,

2. 13 CER. O0120.104-2(b) prowvides 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 monthily loan
. payment plus interest (the impasition of this monetary penalty is authorized by 15 U.8.C. [J 636(a}

(223},

3. 13 C.F.R. 0 123.19(a) provides that one who wrongflilly misapplies disaster loan proceeds shall be
civilly liable to SBA in an amount equal to one-and-onc-half times the original principal amount of the
foan. This regulation is based upon statute, which also mandates the imposition of the penalty when
this conduct oceurs. See, 15 U.8.C, 1 636(b),

4. 15 U.S.C. 0 687¢g(a) provides that an SBIC which viclates any regulation or written directive
issued by SBA requiring the filing of a report purseaet 1o [J 6875(b} shall pav a penalty of up to $100
for every day during which the failure to file continues, unless it 13 shown that such fallure s due to
reasonable cause and not due 1o willful neglect. 15 U.S.C. {1 687g(b} provides that, under certain”
circumstances, the Agency may exempt an SBIC from the provisions of subsection {8} for a period of
time it deems necessary and appropriate; and 5, the Secondary Participation Guaranty Agreements
(8BA Form 1086) permits the imposition of certain penalties upon the lender and the Fiscal and
Transfer Agent,

Under apprepriate circumstances, SBA waives the penaltdes set forth in 13 CFERL

O 107.1001{d) and 15 U.S.C. 0 687g(a), and regularly waives all but one of the penalties allowed
under Form 1086, Any penaltres levied pursuant to 13 CFR. {J 120.104-2(b} are imposed by
participating lenders, not by SBA, and the maximum late payment fee applied is in accordance with the
standard cornmercial rate. Moreover, the civil penalty permitted by 13 C.F.R. ) 123.19(a) is imposed
in connection with certain criminal wrongdoing, and is levied only afler an exercise of discretion by
SBA as to the propriety of imposing such a penalty. Finally, the single penalty set forth in Form 1086,
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which is not routinely waived, s commercially reasonable, is congistent with a similar penally imposed
in the private sector, and is imposed only after the expiration of a two-day grace period.

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

B. Reporting Requirements,
Regularly scheduled reporting requirements relevant to SBA programs are set forth in

eight of the thirty-eight Paris of SBA's regulations, in a few of SBA's Standard Operating Procedures,
and in the Program Announcement for the Agency's SBDC Program. A chart summarizing each of
these regularly scheduled reporting requirements is annexed to this submigsion,

Pursuant to the President’'s Memorandum of April 21, 1995, SBA engaged in a thorough review of
gach of the Agency's regularly scheduled reporting requirements in order to determing 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
reposting cutback would not impede the effective administration of SBA's programs or because the
present reporting requirement is not statutorily mandated, Qther 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 of its
programs. A number of the regularly scheduled reports required by SBA are periadic financial
statements which, in many instances, are already routinely prepared by small businesses for purposes

. unrelated to SBA requirements, are custamary in the commercial world, and thus impose no additional
burden on small businesses, We have concluded that SBA cannot accomplish the proper performance
of its mandated activittes without the timely financial data provided by such statements.

Accordingly, with the exception of the eleven reporting requirements discussed below, SBA has
concluded, and | personally declare that the Agency's reguladly scheduled reporting requirements
should be maintained in order to promote the effective administration of SBA's progranig, assist in
reducing other regulatory burdens, and comply with governing statutory provisions.

Asindicated, SBA has determined that it can reduce eleven of its reporting requirgments.

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

113 CFR. O 108.503-1(b)(3) currently requires certain certified development companies to submit
contracts for professional services annually to the Agency for approval. SBA intends to modify this
regulation so as to require that the certificd development companies simply maintain copies of such
contracts in their files for SBA review,

2. 13 CF.R 0O 122.54-6(b) currently requires recipients of Export Revolving Ling of Credit loans to

furnish monthly progress reports to lenders. The Agency intends to modify this regulation so as to
resuire only quarterly reporting in the absence of special Circumstances,

3 13 CFR. O 122.55-1(b)2){(v) currently requires certain annual reporting by trustees of 2 qualified
emplovee trust, SBA intends to eliminate this reporting reguirement,
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4, The regulation formerly designated as 13 C.F.R. 0 124.312(b)(7) required 8(a) program
participants {0 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 T 124.312{b){4),
and eliminated the requirement of quarterly financial statements.

5. The regulation formerly designated as 13 C.F.R. J 128.312€{10) required 8(a) program

participants during the program transitional stage to submit, among other things, quarterly financial
statements, On June 7, 1995, SBA published a final nde in the Federal Register which redesignated
this reguelation as [0 124.3120(7), and eliminated the requirement of quarterly financial statements.

6. 13 CER. 000 128.7-9(b}5) and 128.7-%(g}{1) mandates certain re;}{}rzi?zg reguirements from gra{zi
recipients. However, all of Part 128 will be removed from the Agency's regulations pursuant (o its
streamlining efforts, and, of course, these reporting requirements will be eliminated as # rosult. 7.
Under the SBDC Program Announcement, recipients of SBDC awards are required to submit
quarterly counseling and training reports. SBA intends to cul back this reporting requirement from
quarterly 1o semi-annually. 8. Under the SBDC Program Announcement, recipients of SBDC awards
are requived to submit annual counseling reports. SBA intends to eliminate this reporting requirement.

9. Under the SBDC Program Announcement, recipients of SBDC awards are required to submit
quarterly reparts on certain specified SBA forms, SBA intends to cut back this reparting requirement
from quarterly 10 semi-annuoally. 10. Under the SBDC Program Announcement, reciptents of SBDC
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 back this reporting
requirement from quarterly to semi-annually for SBDCs participating in the program for under three
years, and from semi-annually to annually for SBDCs participating in the program for over three years.

11.5QP 90-80, paragraph 17 requires that grant awardees in the Women's Business Ownership
Demonstration Project Program must submit quarterly performance and financial reports. SBASs .
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 2 semi-annual,
rather than a quarterly, basis.

As this Report was being finalized, first-time regulations were published which pertain

to the SBDTC program, and which had gone through a lengthy preparation process. These regulations
conmtain 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, SBA will have modifted approximately 20% of those provisions relevant to its

. programs which establish regularly scheduled reporting requirements.
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