TESTIMONY OF THE DIRECTOR, OFFICE OF SMALL AND DISADVANTAGED BUSINESS UTILIZATION,

OFFICE OF THE UNDER SECRETARY OF DEFENSE FOR ACQUISITION, TECHNOLOGY & LOGISTICS

BEFORE THE RURAL ENTERPRISES, AGRICULTURE AND TECHNOLOGY AND THE WORKFORCE EMPOWERMENT SUBCOMMITTEES OF THE U. S. HOUSE OF REPRESENTATIVES COMMITTEE ON SMALL BUSINESS

JUNE 20, 2001

MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE:


THANK YOU FOR THE OPPORTUNITY TO APPEAR BEFORE YOU TODAY, AS THE DEPARTMENT OF DEFENSE (DOD) REPRESENTATIVE, TO DISCUSS THE DEPARTMENT’S SMALL BUSINESS TECHNOLOGY TRANSFER (STTR) PROGRAM.  THE STTR PROGRAM, FIRST AUTHORIZED TO EXPEND FUNDS IN 1994 AS A PILOT PROGRAM, FUNDS MISSION-ORIENTED COOPERATIVE R&D PROJECTS BETWEEN A SMALL TECHNOLOGY COMPANY AND A RESEARCH INSTITUTION (I.E., UNIVERSITY, FEDERALLY-FUNDED R&D CENTER, OR NONPROFIT RESEARCH INSTITUTION).  IT THUS ATTEMPTS TO JOIN TOGETHER TWO POWERFUL FORCES FOR TECHNOLOGICAL PROGRESS: THE ENTREPRENEURIAL TALENTS OF SMALL TECHNOLOGY COMPANIES AND THE INNOVATIVE IDEAS OF THE R&D SCIENTISTS AND ENGINEERS IN U.S. RESEARCH INSTITUTIONS.  THESE STTR PARTNERSHIPS MAY BE A UNIQUE AND EFFECTIVE VEHICLE FOR MOVING IDEAS FROM RESEARCH INSTITUTIONS TO THE MARKET, WHERE THEY CAN IMPROVE THE PERFORMANCE AND AFFORDABILITY OF OUR DEFENSE SYSTEMS AS WELL AS BENEFIT THE U.S. ECONOMY. 

U.S. RESEARCH INSTITUTIONS REPRESENT A VAST, AND OFTEN UNTAPPED, TECHNOLOGICAL RESOURCE.  THUS THE POTENTIAL BENEFIT OF INVOLVING THEM IN OUR R&D IS ENORMOUS.  OUR NATION’S RESEARCH INSTITUTIONS EMPLOY A SIGNIFICANT NUMBER OF SCIENTISTS AND ENGINEERS IN THE UNITED STATES, AND PERFORM  BILLIONS OF DOLLARS IN R & D EACH YEAR.  THEIR EFFORTS HAVE CONTRIBUTED SIGNIFICANTLY TO OUR NATION’S LEADERSHIP IN BASIC RESEARCH AND MANY AREAS OF APPLIED RESEARCH.  THEY HAVE ALSO GENERATED THE RESEARCH BREAKTHROUGHS THAT MADE THE UNITED STATES A MILITARY SUPERPOWER IN THE POST-WORLD WAR II ERA.


THE SCIENTISTS AND ENGINEERS IN THESE INSTITUTIONS OFTEN RECOGNIZE THAT THEIR RESEARCH HAS IMPORTANT COMMERCIAL OR MILITARY APPLICATIONS, BUT HAVE FEW EFFICIENT MECHANISMS TO PURSUE THESE APPLICATIONS.  REGULAR RESEARCH GRANTS GENERALLY FUND MORE BASIC RESEARCH; FURTHERMORE, THESE RESEARCHERS CAN ONLY PARTICIPATE IN THE LARGER SBIR PROGRAM IN A CONSULTING OR MINOR SUBCONTRACTING ROLE AS LONG AS THEY REMAIN PRIMARILY EMPLOYED AT THE RESEARCH INSTITUTION.  CONSEQUENTLY, MANY POTENTIAL COMMERCIAL AND MILITARY APPLICATIONS LANGUISH IN THE RESEARCH LABORATORY.


ALTHOUGH STTR INVOLVES THE SIGNIFICANT PARTICIPATION OF RESEARCH INSTITUTIONS, IT IS STILL VERY MUCH A SMALL BUSINESS PROGRAM.  IT IS ALSO A HIGHLY PROMISING PROGRAM, SERVING AS A UNIQUE AND EFFECTIVE VEHICLE FOR HARNESSING THE IDEAS AND EXPERTISE IN OUR NATION’S RESEARCH INSTITUTIONS FOR THE BENEFIT OF THE U.S. MILITARY AND THE U.S. ECONOMY.


THERE ARE MANY EXAMPLES OF SUCCESSFUL STTR PROJECTS THAT OFFER PROMISING BENEFITS FOR OUR MILITARY CAPABILITIES AND IMPROVEMENTS TO THE ECONOMY THROUGH COMMERCIALIZATION OF TECHNOLOGY DEVELOPED UNDER THE STTR PROGRAM.


SINCE 1997, WHEN CURRENT STTR FUNDING LEVELS BECAME EFFECTIVE, THE DOD STTR PROGRAM FUNDING HAS REMAINED RELATIVELY STABLE WITH FY 2001 FUNDING EXPERIENCING A SLIGHT INCREASE.  HOWEVER, THE NUMBER OF PROPOSALS SUBMITTED IN RESPONSE TO OUR IDENTIFIED R&D NEEDS DECREASED SIGNIFICANTLY STARTING IN FY 2000 AND CONTINUING IN FY 2001.  WE ARE NOT SURE WHY THE NUMBER OF PROPOSALS SUBMITTED UNDER THE STTR PROGRAM IS DECLINING BUT HAVE IDENTIFIED THE SITUATION AS A MATTER FOR EXAMINATION.


THE DEPARTMENT SUPPORTS REAUTHORIZATION OF THE STTR PROGRAM AT CURRENT FUNDING LEVELS (0.15 PERCENT OF OUR EXTRAMURAL R&D BUDGET).  WE DO NOT SUPPORT AN INCREASE IN THE PERCENTAGE OF EXTRAMURAL R&D BUDGET FROM .15 TO .30 PERCENT BECAUSE PROPOSED LEGISLATION (S856) AND DATA ON THE STTR PROGRAM DO NOT SHOW THAT SUCH AN INCREASE WILL PROVIDE THE DEPARTMENT COMMENSURATE ADDITIONAL VALUE IN MEETING ITS MISSION.


THANK YOU FOR THE OPPORTUNITY TO APPEAR HERE TODAY.  I WILL BE HAPPY TO ANSWER YOUR QUESTIONS.

