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Dear Secretary Gales:

I am writing in reference to the American Recovery and Reinvestment Act of 2009

(ARRA) and the Department of Defense's efforts to quickly utilize and obligate ARRA

funds to best meet the DOD's goals and those of the recovery effort. As the Chair of the

U.S. Senate Committee on Small Business and Entrepreneurship. I would specifically

like to highlight an option available to the DOD to use research and development funds

from ARRA to directly fund projects derived from the Small Business Innovation

Research (SBIR) and Small Business Technology Transfer (STTR) programs as they

enter "'Phase III." In addition to bringing attention to this important option. I have several

questions regarding ARRA funds that I would like to submit for a response.

Small businesses have long been the engine of U.S. economic growth, generating 60 to

80 percent of net new jobs annually over the last decade. The SBIR and STTR programs

allow small R&D firms - America's innovation lifeline - to create high-quality jobs and

cutting-edge products. Consequently, we believe the SBIR and STTR programs are

fundamental to our nation's economic recovery.

As you may know, currently 2.8 percent of the total extramural R&D budget at DOD,

including funds from ARRA. must be allocated for competitive grants to small businesses

through Phase I and II of the SBIR and STTR programs. An additional option to fund

SBIR and STTR Phase III contracts does not come out of the SBIR/STTR allocation.

Rather, the funds would come out of the larger R&D budget, the other 97 percent, and

include work that derives from, extends, or logically concludes efforts performed under

prior SBIR funding agreements.

There are a number of advantages to using this SBIR/STTR Phase III mechanism to help

distribute the ARRA funds and further technology to reach our nation's energy goals.

SBIR/STTR Phase III contracts can be awarded quickly, fairly, and transparently, in

keeping with the spirit and the letter of the ARRA. Furthermore, the competition for

SBIR/STTR Phase I and Phase II awards satisfies all statutory competition requirements.




