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Background

The US government sets aside approximately one billion dollars annually for small business technology development. These funds are distributed through the Small Business Innovation Research program. Its primary purpose is to give small businesses access to federal research funds. Recently, there has been increasing attention towards commercially viable technology development.

These funds are administered through federal agencies, primary the Department of Defense, National Institute of Health, and NASA. Program implementation varies slightly from agency to agency, but NASA’s activities are representative. 
Administered overall by NASA headquarters in Washington DC, the NASA program is implemented through the ten NASA field centers. Phase I provides up to $70,000 dollars for a six month proof-of-concept study. Phase II provides up to $600,000 over two years for prototype development. An unfunded phase III, which commercializes the technology, is intended to follow after this. 

Barriers to Successful Commercialization

Research and development organizations, by their very nature, have a technical heritage. Often the characteristics that make a good technologist are contrary to those needed to create and build a business. Success and reward are largely based on solving technical problems, not in developing commercial products. Most scientists and engineers don’t know much about, nor have much interest in, concepts such as return on investment, profit and loss, business plans, business development, product development, finance and accounting, marketing, sales, distribution, etc. Therefore, the activities needed to successfully commercialize a technology are foreign to the technical people who create and nurture them. The steps needed to identify and package these commercially viable technologies are often not well understood by the technologists. In addition, technologists tend to want to make improvements long past the point of diminishing returns. It often takes hardnosed business planning to time the right market entry point.

Opportunity

Currently, about one in ten applicants are successful in receiving phase I contracts. Phase I winners are then eligible to apply for phase II contracts. About ½ of these applicants are successful in receiving phase II contracts. In most cases, the results of 2-½ years work by highly qualified scientists and engineers, and an investment by the US government of up to $670,000, are not carried forward for the reasons discussed above.

A significant opportunity exists for the business community to further development this latent, but highly valuable technology, into commercially viable products and services. Perhaps the best entry point in the technology development process is between phases II and I. It’s late enough to have a firm understanding of the merits of the technology, yet early enough to have an impact on technical and intellectual property development to best meet the needs of the marketplace. 

A business-focused organization could form a partnership with selected phase I contractors, to be responsible for coordinating product development, business, management, marketing and financial activities. Thus, concurrent with prototype development would be all necessary business planning to give the technology the best possible chances for commercial success. 

Option One: Pilot Project

The Pilot Project option would leverage sponsorship from the US government. Funding could be comparable to a phase II contract. The contractor would select a handful (five?) of phase I awardees, based on technical merit, commercial potential, and patentability. The contractor would assist the phase I awardee in writing the commercial section of the phase II proposal. During the two-year phase II activities, the contractor would develop the subsequent management team, business plan, product development planning, and the financial package. The contractor would receive a small portion (20%?) of the phase II award to help fund these activities. 

At the appropriate point (one year into phase II?), the contractor would deliver a midterm report to NASA on successes and/or failures, and suggested improvements. Shortly thereafter, either the contractor or NASA officials would present the results of the pilot project to the SBIR community and a prototype of how SBIR technologies can be successfully commercialized.

Option Two: Direct Venture Capital
The Direct Venture Capital option receives no funding from the government. Instead, a business organization, probably in close collaboration with a venture capital firm, would develop proprietary processes to accomplish the same activities as the pilot project option. Most likely, only limited information of these processes would be shared with NASA and the larger SBIR community, as they would be considered of competitive value and therefore company sensitive. 

Conclusions

Clearly, a vast wealth of little-utilized technology has been developed through government investment. This is but one of many approaches possible to apply these technologies for the benefit of the US economy and to improve US competitiveness in the global marketplace.  
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