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CLAIM: SBIR “mills” are crowding out new entrants.’

FACT: In 2024, more than 60 percent of small business awardees received their first award
in the last five years. Annually, around 30% of awards go to new entrants’. Even at the
Department of Defense, where the number of businesses capable of delivering the niche
technologies needed by the agency is very limited, one out of every five SBIR/STTR winners
are new entrants annually.

CLAIM: The top 25 Department of Defense (DOD) SBIR winners won 18% of all awards in the
past decade.’

FACT: This statistic combines 10 years’ worth of data and ignores year-over-year efforts by the
DOD to make SBIR and STTR awards to a greater number of small businesses. The DOD’s own
data provided to Congress shows that the share of awards won by its most successful
SBIR/STTR companies has steadily decreased over the last five years, from 16% in 2020 to
12 percent in 2024.

CLAIM: Only 16% of DOD SBIR winners have commercialized their technology.?

FACT: The report that this data is sourced from admits that DOD’s procurement of SBIR-funded
technology is so extensive and complicated that it’s nearly impossible to fairly capture the extent
that SBIR/STTR technologies are being commercialized. The same report concedes that if you
also consider an SBIR winner’s procurement and subcontracting activity, the commercialization
number jumps to 63 percent.

As of June 2025, every active SBIR/STTR participant is compliant with the increased
commercialization standards created by the 2022 SBIR/STTR reauthorization law, according to
the Small Business Administration.’

CLAIM: Successful SBIR/STTR companies do not have positive returns on investment.’

FACT: A 2025 independent study conducted by Dr. Robin Gaster of Incumetrics evaluated the
return on investment for the top 25 most successful SBIR small businesses by including
additional sales metrics and found that those companies average a $2.60 return on
investment. However, most experts, including the Government Accountability Office, have said
that measuring a true return on investment is inaccurate with the data we currently have as it
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does not include things like technology acquired by another company and then used later on in
government products, savings to the government, or lives saved/impacted.

CLAIM: So-called SBIR mills too often produce nothing more than policy white papers, despite
many of their business models being largely dependent on your tax dollars.”

FACT: The top 25 SBIR winners have an average transition rate of 62 percent, meaning
nearly two out of every three of their Phase I awards go on to receive Phase II funding, which is
used to further research and development efforts from Phase I. In order to receive Phase II
funding the small business has to have demonstrated the scientific and technical merit, the
feasibility, and the commercial potential of the idea.

CLAIM: DOD agrees that the existing Due Diligence standards are insufficient.®

FACT: DOD was able to mitigate the risk described in their September letter using the current
due diligence program. This risk was identified by DOD late in 2024 and resolved by March
2025. It was identified and mitigated prior to any Congressional reports. The risk was addressed
because of the agency’s flexibility to determine risk tolerance on a proposal by proposal basis as
well as their ability to communicate with the small business about the risk the small business
posed.

CLAIM: China is stealing our SBIR/STTR technologies, and we must overhaul the entire

program. ’

FACT: GAO released a report noting that all agencies implemented and have a working foreign
due diligence program as mandated by the bipartisan SBIR/STTR Reauthorization Act of 2022.
Since implementation, these programs have addressed security risks in the program by rooting
out foreign influence, and the existence of the program has acted a deterrent for bad actors.!'® To
that end, DOD reported to Congress that only 0.04% of all SBIR/STTR applications submitted
from July 2023 to September 2024 were denied an award due to foreign risk. Given that the
program was stood up in the middle of 2023, there are barely 2 years’ worth of data to make
educated decisions on how and if the program needs to be improved.

CLAIM: SBIR/STTR s main mission is to commercialize technology.!!

FACT: There are four congressionally mandated purposes for the SBIR/STTR program:

1. To stimulate technological innovation,
2. To use small businesses to meet federal research and development needs,
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To foster and encourage participation by minority and disadvantaged persons in
technological innovation, and
To increase private sector commercialization derived from federal research and
development.
Commercialization is listed as just one of the several purposes outlined by Congress with no one
goal given more weight than another.

CLAIM: Small businesses should graduate from the SBIR/STTR program.’’

FACT: At the time when this program was created in 1982, Congress had already enacted Small
Business Administration programs that had a graduation system. If Congress intended to create a
program where companies graduated from, they would have made it explicit in statute.

Forcing small businesses to graduate would require them to compete with the large contractors,
which would result in fewer small businesses’ ideas getting funded. Small businesses are the
ones who innovate, not big businesses. Some large defense contractors have 70 percent of their
revenue coming from government contracts. We do not require big businesses to graduate from
government contracts, why should we require our small business innovators to graduate?
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