Wnited Stotes Senate

WASHING TON. DC 20510
Qetnber 21, 2003

The Honnrable Hector V. Bapveuts
Administator

Srosil Business Administration
409 Third Street, SW
Washingtoo, DC 20416

Dear Administrator Bametto:

' writing to urge the Small Business Admivistration to restore the eligibility of
vengre-backed biotechnology and other start-up companies for Small Business hinovarion
Research (SBIR) grants.

As you mny know, T was a2 of the principal spousars of the legislation creating the
SBIR qrograte it 1976 as 3 pilot program of the Natjional Soience Foundation, After it
suvcesafu) enrly years, the program was cxpended in 1982 and now imchardes 13 majar Feders)
BEINCiCA. St that cxpansion it has swarded nearly 50,000 granta toraling $8,6 billion
vationwide. |1 2003, SBIR it ewsrded £1.6 hillion grants to gmall frrma.

The SBIR program has been n highly surnessfidl exarople of u federal mitiative to
encourage econcmyc growth and job cycation in the high tochnology and biotecbaology
industries. Swmall businesses with innovative R&D projects regceive grans to fund exploratory
research that otherwise would not bave been uidertaken. SBIR provides acedzd seed capital,
avabling cntreproucurs to launch thewr ideas end evenmaily bring new techuologies to

marketplece.

Heoent changss in the SBASs interpretation of oligibility standards for SBIR grants,
however, now disqualify many start-up couspanies with veantre capital backing. To be eligidble
for x prant.  stall comproy must be at lesst 51 percent owned by onc or more individnsls,
Interpreting “lndividuals™ to yocan only men or women, bas wrongly tesulted m the
dirpmlifiration of companies with venthare capital bucliog from the SBIR progew. It also
umderrnines job treation and prevents pew reehnologies reaching frution at a time when we
shauld be encouragiog mvestmont by our finms.

Several Massachusetts fims have cantacied me to express their concern aver SBA’s new
intespretation of these eligitlity standsrds. As the navion's leader in bintectmology and high-
technology, Massachuselts retics on the SBIR program 10 fund carly-stage companics, and has
conzisumtly been one of the tep resipients of SBIR grants. The state’e smoll start-sp firms are
typically asarded 15% of towal SBIR funds, and, the Boston area is the number one recipient
smong metropolitan regionz nationwide.

Veature capital has & vital role in tar finencisl suppwt of e very commpanics thay die
SBIR program s intended to benefit. The SBA's unfortuate inferpremion will preveat
umavatve small biotech companies in my state frors participating in the SBIR progrstn. Other
states wre likely to have this difficulty as well, and the result will be an edverse iapict on the
hintech industry and on the economy »s & whole.



Clearly, thie new mictprotation undermines an imgrortant fuadiog source for stert-up
comphnics in Massechusetts amd scross the nation, especarlly m biotechnology and life sciencss,

¥ atromgly wrge that SBA o sct encdiately to vostoro oligibality for SBIR graots o
vennre-backed biotecbnology and high-tech startap comnpanics. Thers is no justiheation for the
SBA to suddenly ehange its tnterpretation of SBIR eligibility standavds that have a proven track
rocard of serving 5¢ many of our nation’s most enterprising finns so well. It certainly was not the
et of Congress o restrict the program in thia way.

‘With respect 2nd spimeciation,



