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Although North Carolina has one of the largest research and development communities in the nation, we rank well behind competing innovation economy states in per capita funding from the two largest sources of small business research and development funding—the federal Small Business Innovation Research (SBIR) and the Small Business Technology Transfer (STTR) grant programs.  This poor performance exacerbates a growing small business capital formation gap, known to many innovation-based start-up companies as “the valley of death.”  Without improved access to early-stage capital, North Carolina’s small, innovation-based companies cannot perform their vital role in commercializing discoveries pioneered by our state’s strong basic research institutions.

Recommendation  
Restore full funding to the SBIR/STTR Matching and Incentives Grant Program and make the appropriation recurring.

Additional Information

North Carolina’s existing SBIR/STTR Matching and Incentive grants programs, collectively known as the One North Carolina Small Business Program, help innovation-based start-up companies get much-needed cash in two ways: 
· Providing matching grants of up to $100,000 to North Carolina companies that receive Phase I SBIR and STTR grants from the federal government, and

· Providing incentive grants of up to $3,000 to North Carolina companies as partial reimbursement for costs they incur in applying to the federal SBIR and STTR programs. 

These funds are crucial stepping-stones between initial company start-up and funding by venture capital firms.  The availability of the state matching grants is considered favorably by federal agencies in selecting SBIR and STTR grant recipients, thereby making North Carolina applicants more attractive to federal agencies participating in the SBIR Program.  Moreover, the availability of state incentive grants increases the number of North Carolina small businesses applying to the federal SBIR and STTR programs.
Cost of full funding for the One North Carolina Small Business Program is estimated at $5.2 million, yet state appropriations for the program have steadily declined.  The program was funded at $5 million annually in FY 2007, $4.83 million in FY 2008, and $3.5 million in FY 2009.  As result of these decreases, the maximum award for each matching grant award has been decreased by $25,000, and the number of incentive grants has also decreased, thus limiting this critical early-stage capital to eligible companies.  
Many institutional investors, such as venture capital firms, have shied away from providing start-up capital for small companies.  Such small investments, which typically range from $500,000 to $5,000,000, are essential to companies’ ability to prove the value of new products and bring them to market.  Without these investments, commercialization of many promising discoveries is made more difficult or even impossible.  Without adequate early-stage funding—the type of funding provided by the One North Carolina Small Business Program—many of North Carolina’s innovative technologies will remain bottled up in university laboratories and other research institutions, and their innovative benefits will never be realized. 

For more information on the contents of this Fact Sheet, contact Sam Taylor at the North Carolina Biosciences Organization, P.O. Box 14354, Research Triangle Park, NC 27709; 
Telephone: (919) 281-8960 or (919) 306-1030; E-mail: staylor@ncbioscience.org.
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