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E
ntrepreneurs rightfully proclaim, “Show me the money,” when it

comes to starting or growing a business.

Some of that money – up to $850,000 – is in Washington,

D.C. Ten federal agencies (soon expanding to 13) have an annual

$6 billion in SBIR (Small Business Innovation Research) and a

soon-to-be $160 million in STTR (Small Business Technology

Transfer) funding for research and development purposes.

Companies can receive awards of up to $850,000 in the

SBIR program and $600,000 for STTR. (There are numerous other opportunities for federal

R&D funding, but the majority of this discussion will focus on these programs).

Like many federal programs, Indiana doesn’t receive its fair share of SBIR/STTR funding. 

Is it that coastal bias – after all, California and Massachusetts are the runaway leaders in

award numbers and dollars? No.

The reason: Not enough Indiana companies apply. 

“A lot of people don’t know what’s available,” claims Del Schuh, president of Indiana Business

Modernization and Technology Corporation (BMT). “Others are afraid of the red tape monster.”

The monster, however, can be tamed with the assistance of the Industrial Research Liaison

Program (IRLP). A unit of the Research and University Graduate School (RUGS) at Indiana University,

IRLP receives funding from the Small Business Administration, Economic Development Administration

and the state of Indiana.

Maybe so many people are knocking on the IRLP door that it doesn’t have the time and

resources to assist aspiring entrepreneurs. Think again.

“We’ve worked on SBIR since 1988. We cannot find ways to stimulate interest here,” Schuh

laments. “It’s very frustrating. We’ve worked with IRLP on how to get more people to apply, but

it’s like pulling teeth.”

Benedict Dulaski, IRLP interim director who has been involved in the program since 1991,

admits that, “I’ve been known to go through an office building complex and knock on doors

and ask people what they do. Indiana is typically underserved. Companies simply do not submit

enough proposals.”

How it works
The 10 SBIR agencies are the

departments of Agriculture, Commerce,

Defense, Education, Energy, Transportation

and Health & Human Services (HHS),

as well as the National Science Foundation

(NSF), Environmental Protection

Agency and National Aeronautics and

Space Administration (NASA). 

Agencies identify research topics,

with small businesses competing for

the awards by submitting proposals

that address those categories. Phase 1

awards are up to $100,000 for a

six-month feasibility study for the

planned product or technology. Phase

II awards, available only to Phase 1

winners, are for up to $750,000 for

two years of research and development

Federal R&D Funds
Indiana Companies Don’t Ask, Don’t Receive
By Tom Schuman

Ben Dulaski has a number

of internal resources and

institutional know-how to

assist entrepreneurs seeking

federal funding.
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of product prototypes or technology.

The company earning the award can

contract out up to 30% of the work under

Phase I funding and 50% under Phase II. A

major player – the Department of Homeland

Security, along with the Justice and Interior

departments – is expected to join the SBIR

program in 2005.

Dulaski says approximately one in eight

Phase I proposals (of nearly 36,000 a year)

receive funding. (It’s not known exactly how

many SBIR proposals are submitted from

Indiana each year). The percentages improve

to between 25% and 50% for Phase II. Fewer

Phase II awards are common as the federal

agency may have changed its focus, the program

was only intended to go through the first phase

or, for unexplained reasons, the company

decided not to go forward.

BMT established a Bridge Fund to help

cover the gap that often exists

between the end of Phase I and

Phase II approval. Only one

company has taken advantage

of that in 12 years.

STTR is a pilot affiliation

that began in the mid-1990s. It

provides funding for cooperative

research and development of

viable products, services and

technologies. Departments and

agencies participating in this

effort are Defense, Energy, HHS, NSF and NASA.

The approximate $80 million annual total, meager compared

to the SBIR’s $6 billion, is expected to double to $160 million

in 2004. There is more flexibility, however, as the company

can perform a minimum of 40% of the work, with up to 60%

contracted out to the research partner.

“That’s where the tech transfer part comes

in,” Dulaski notes, “with universities helping

out. If smaller companies are a little resource

thin, they can contract out more of the work.”

Missing out
Seventy percent of the awards nationally

go to companies with 30 or fewer employees;

40% have 10 or fewer employees. All too

often, Dulaski receives the stock answer of

“we’re too busy” when companies are

approached about seeking the federal assistance.

“We have the ability to demystify the federal bureaucracy,”

he counters. “We will work through that for you. Companies

don’t have to worry about dotting the ‘i’s and crossing the ‘t’s.

They just have to concentrate on developing the proposal. We

try to make it easy for them.”

SBIR Awards – Fiscal Year 2001
(ranked by total dollars, $ in millions)

SSttaattee PPhhaassee  11 PPhhaassee  11 PPhhaassee  22 PPhhaassee  22 TToottaall TToottaall

AAwwaarrddss DDoollllaarrss AAwwaarrddss DDoollllaarrss AAwwaarrddss DDoollllaarrss

1. California 612 $61.8 321 $196.7 933 $258.5

2. Massachusetts 419 $42.5 214 $125.0 633 $167.5

3. Virginia 184 $17.1 85 $54.4 269 $71.5

4. Colorado 147 $13.3 70 $42.3 217 $55.7

5. Maryland 164 $16.3 71 $37.5 235 $53.9

6. Ohio 129 $13.0 56 $35.8 185 $48.9

7. Pennsylvania 110 $10.6 57 $31.9 167 $42.6

8. Texas 119 $10.8 54 $30.5 173 $41.4

9. New York 114 $11.2 49 $27.0 163 $38.2

10. New Jersey 85 $8.2 41 $23.0 126 $31.2

15. Michigan 55 $5.3 29 $16.4 84 $21.8

16. Illinois 49 $5.3 26 $14.5 75 $19.9

29. Indiana 20 $1.7 8 $3.4 28 $5.1

Source: U.S. Small Business Administration

Indiana’s SBIR Performance

TToottaall

SSttaattee PPhhaassee  11 PPhhaassee  22 DDoollllaarrss

YYeeaarr RRaannkk AAwwaarrddss AAwwaarrddss (millions)

1997 27 14 11 $7.3

1998 31 22 2 $3.1

1999 26 21 10 $7.1

2000 33 14 5 $4.3

2001 29 20 8 $5.1

Maintaining the Defense Tradition

The military presence in Indiana may have dwindled from

six bases to one, but the opportunities to work with the

Department of Defense have not completely gone away.

As the economy has changed, patterns of federal research

and development spending in the state have shifted from

defense to biomedical, engineering, analytical chemistry and

similar industries. A resurrection of the Indiana chapter of the

National Defense Industrial Association (NDIA), however,

could bring several positive results.

Benedict Dulaski, interim director of the Industrial Research

Liaison Program based at Indiana University, says the NDIA

functions nationally as a lobbying organization. Locally, its

focus is on creating opportunities for small companies to

work with defense contractors such as Cummins, Raytheon,

Allison Transmission and others.

“NDIA also exposes a lot of people to Crane (Naval Surface

Warfare Center),” Dulaski explains. “Although Crane is not an

R&D facility, it is called upon to provide topics (for federal

funding awards). We worked with the Science and Technology

office at Crane to develop a tech day to bring companies in

and make them aware of the opportunities. We can be a conduit

through which small companies can get introduced to Crane.”

Attendance increased from 15 companies at the first

meeting in the spring to 50 six weeks later. Dulaski expects

further growth, as word spreads about Indiana’s George

Rogers Clark chapter. The organization can also be another

player in helping to ensure that Crane survives the next

round of military base closures.

Resource: Gary Broxton at (317) 325-8172 or www.ndia.org
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So why aren’t more companies and their leaders reaching out or at

least accepting the help.

“There aren’t mentors or models others can look at,” theorizes Dan Berglund,

president and CEO of the Ohio-based State Science & Technology

Institute (SSTI). “Success breeds success, and there just isn’t that much a

track record in Indiana.”

Schuh cites the lack of corporate headquarters as a factor, but adds, “The

research culture is not in our plants. We have an assembly culture.”

A representative of the National Science Foundation tells Schuh that

Indiana’s performance (29th in total dollars from both SBIR and STTR in

2001) isn’t that bad as most SBIR recipients are clustered around large

research universities. While Indiana’s higher education institutions are now

embracing their technology transfer role, Schuh says it will take time to

spin companies out into commercial businesses.

Dulaski points out the lack of R&D emphasis in the state, as well as

the belief by many that manufacturing jobs lost in recent years will some-

how magically return.

“Getting past that mindset is probably the biggest thing we have to

deal with,” he says. “The legislature has had a hard time coming to grips

with it. The state has hard a hard time coming to grips with it. I guess it’s

not surprising that companies have had trouble.”

Added to the mix is the Hoosier, Midwest, “go it alone” work

ethic that is normally a plus. “That’s not good here. Others are

being helped. It’s not a level playing field anymore,” Dulaski contends.

State efforts
What’s the secret behind other states’ SBIR/STTR success?

Berglund says it’s an underlying goal in California, Massachusetts,

Maryland, Virginia and others to obtain the federal funding.

California uses state matching funds to generate participation,

while Massachusetts leaders have argued for increasing the

federal R&D pie, as they believe their strong research universities

will continue to be a key in earning more than their share of funding.

Where Indiana could be different, he asserts, is the state assuming the role of developing a

strategy for how to pursue federal R&D funds. 

“Indiana has so many good things going on. If the state put together a strategy it would, in

one sense, be breaking ground. No state has gone in this direction. The strategy would include

doing an analysis of where the strengths are and how to build on those strengths.”

BMT brought Berglund to Indiana earlier this

year to share a similar message. There has been

no follow-up. “We can beat the drums all day

long, but …” Schuh questions.

Ohio has done a good job of increasing the

awareness of federal opportunities, according to

Berglund and Mark Skinner, SSTI vice president.

Dulaski credits much of that state’s success to

Dayton’s Wright Patterson and its central role in

all Air Force research and development.

Some states have implemented what they

call Phase 0 awards, subsidizing the time

researchers spend writing the federal proposals.

Resource shortage
Schuh says that the odds of obtaining Phase I

funding increase dramatically – up to one in three

companies instead of one in eight – for those that

STTR Awards – Fiscal Year 2002
(ranked by total dollars, 
$ in millions except for Indiana in thousands)

PPhhaassee  11 PPhhaassee  22 TToottaall

YYeeaarr AAwwaarrddss AAwwaarrddss DDoollllaarrss

1. California 65 11 $12.3

2. Massachusetts 30 12 $10.1

3. Virginia 29 8 $7.2

4. North Carolina 13 5 $4.7

5. Texas 15 6 $4.3

6. New York 12 5 $4.3

7. Colorado 11 4 $3.8

8. Pennsylvania 13 5 $3.8

9. Illinois 9 5 $3.4

10. Maryland 10 2 $3.4

12. Ohio 11 4 $3.1

15. Michigan 9 3 $2.6

38. Indiana 2 0 $280,607

Source: U.S. Small Business Administration

Indiana’s STTR Performance
SSttaattee PPhhaassee  11 PPhhaassee  22 TToottaall

YYeeaarr RRaannkk AAwwaarrddss AAwwaarrddss DDoollllaarrss
1997 (tied) 29 0 1 $500,000

1998 29 2 0 $200,000

1999 28 4 0 $357,000

2000 21 1 2 $900,000

2001 29 2 0 $322,000

2002 38 2 0 $280,607

Purdue-based companies are among those utilizing the

resources of the Industrial Research Liaison Program.
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work with the IRLP. Skinner puts Wisconsin (56 SBIR awards

for $12.5 million in 2001) and Indiana (28 awards, $5.1 million)

in the category of overachievers.

“That is a much better indicator that a program is working

than the number of awards,” he claims. “Indiana has done well, as

has Wisconsin, with limited resources. If it had a larger, dedicated

program, the results would be tremendous. The model’s working to

a better degree than you think, but you need additional resources,

and you have to promote the success of past recipients.”

IRLP has lost half of what was once

11 staff positions. Recent attempts to

garner additional federal funding from

the NSF and SBA were not successful.

An appropriation in the state’s higher

education budget calls for no changes

in funding over the next two fiscal years.

An initiative in the 2003 General

Assembly, SB 406, sought creation of

a grant office within the Indiana

Department of Commerce. It would

have centralized efforts, working with

federal and stage agencies, universities

and private sector interests to develop and

receive research and development grants.

Also failing to pass was SB 295, which

would have established an emerging

technology grant fund within the state.

Focused strategy
Dulaski describes the past IRLP

approach as “going out and beating

the bushes” to see “how many new

companies we can bring into the fold.”

The revised emphasis is on partnerships,

working with incubators, universities

and regional economic development

groups to develop quality candidates.

“When we go in on a regular basis

and visit with companies (at incubators),

it’s a situation where we have a captive

audience,” he explains. “We want to

work off referrals, and see what other

things we can do for companies.”

Dulaski puts the number of

companies on IRLP’s research list at

“more than 200” but says the 80/20

rule (80% of your business coming

from 20% of your customers) applies.

Company research profiles, utilizing

key words and phrases, are matched

against new federal business opportunities

on a weekly basis. 

Companies may not be a good

candidate for SBIR/STTR funds at the

time of first contact, but are encouraged

to stay with the process.

“We ask companies we work with to expand their focus.

Opportunities are out there. We encourage them to keep an open mind.

A year or two or three later an opportunity might come knocking.”

Thus far, too many of those knocks have gone unanswered.

I N F O R M A T I O N  L I N K

Resources: IRLP at (812) 855-6294 or ww.irlp.indiana.edu

BMT at (800) 877-5182 or www.bmtadvantage.org

SSTI at (614) 901-1690 or www.ssti.org


