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BACKGROUND 
The federal Small Business Innovation Research (SBIR) and Small Business Technology Transfer 
(STTR) Programs grant competitive awards to small businesses for Phase I proof-of-principle 
research and development (R&D) and Phase II early-stage product development.   
 
The SBIR program is a highly competitive, merit-based award system designed to stimulate 
technological innovation, strengthen the role of small businesses in meeting federal R&D needs, 
and increase private sector commercialization of innovations derived from federal R&D.  
Enacted in 1982 as part of the Small Business Innovation Development Act, (and then 
reauthorized in 2000 and 2012), the SBIR program requires federal agencies with more than 
$100 million in extramural R&D to allocate a percentage of their budgets exclusively for small 
businesses.  This set-aside began in 1983 at 0.2% and is currently 2.5%, resulting in the 
availability of approximately $2.5 billion in fiscal year 2014 to small businesses R&D. 
 
The STTR program is similar to the SBIR program, but its unique feature is its requirement that 
the small business work jointly with a non-profit research institution.  A minimum of 40% of the 
work must be performed by the small business and a minimum of 30% by the non-profit 
research institution.  Such institutions include federally funded research and development 
centers (FFRDCs), universities, university-affiliated hospitals, and other non-profits.  Established 
by Title II of the Small Business Research and Development Enhancement Act of 1992, Public 
Law 102-564, the STTR program requires federal agencies with more than $1 billion of 
extramural R&D to reserve 0.3% of their budgets for R&D small businesses and their partners.  
This set-aside currently results in the availability of approximately $150 million for fiscal year 
2014.  
 
The One North Carolina Small Business Program (hereinafter “the Program”)―the subject of 
this report―entails two State-funded programs: the SBIR/STTR Phase I Matching Funds 
Program and the SBIR/STTR Phase I Incentive Funds Program.1   North Carolina is among a 
handful of innovative states that have seen the value of leveraging federal SBIR/STTR funds 
with State support of this type.   
 
Fiscal year 2011 is the most recent year the Program received an appropriation.  This report 
provides FY 2014 commitment and disbursement information for only the Matching Funds 
Program, as overall Program funding has been insufficient to allow for the operation of the 
Incentive Funds Program since FY 2009.  Information for previous fiscal years is available in 
previously submitted year-end reports for those years. 
 

 

                                                 
1
 Descriptions of both programs are provided later in this report, on pages 4 and 6, respectively.   
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PROGRAM IMPACT 
Between FY 2006 and FY 2011, 335 grants, totaling more than $16.8 million, were issued to 
North Carolina small businesses.2  This support has helped the recipient businesses to: 

 Develop and commercialize innovative commercial technologies in numerous sectors; 

 Build company and university collaborations; 

 Make an additional $17.4 million in internal capital investments; 

 Leverage more than $44.3 million in external capital investments; 

 Generate more than $73 million in follow-on federal SBIR/STTR funding;3  

 Create more than 188 additional jobs; 

 Position themselves to yield hundreds of patents, licenses, and products. 

Most of these companies are small and still growing, albeit rapidly.  Thus, these impacts will 
multiply greatly as the grants become fully utilized over time to grow new businesses and 
enhance existing businesses. 
 

SAMPLE TESTIMONIALS 
“Our program director at the NIH went out of his way to find funding from other institutes for 
our Phase I SBIR when he learned of the NC matching program, because he "would get more 
bang for his buck." Without the matching program, the grant would have been delayed to the 
following year and most likely not funded. The NC matching program definitely makes NC 
companies more competitive and is an effective tool for bringing federal funds to NC.” 
~ Brighton Development, LLC, Cary 
 
“In March of 2012, my company will celebrate its 6th full year of business (all of which have been 
profitable).  Although growth has been slow and painful at times, the future of my company is 
now brighter than ever.  This is in no small way due directly to the Matching Funds program.  I 
will always be thankful for the funds from the program and I hope that it is continued to help 
other small businesses like mine that just need that little bit of help to be successful. 
~ GTCAllison, LLC, Mocksville 
 
“United Protective Technologies certainly benefited from the receipt of our state matching fund 
grant.  We used the funds as an opportunity to "bridge" funding of R&D on this project between 
the first phase and follow‐on funding.  From a long‐term perspective, the company remains 
focused on raising R&D funds for this effort, which translates into jobs and production revenues 
in Locust, NC.  In this scenario, the NC match funding is an investment in job creation and 
technology on a long‐term basis.” 
~United Protective Technologies, Locust 

 
 

                                                 
2
 This includes 90 incentive grants, totaling $263,281.43, and 245 Matching grants, totaling $16,628,228.5.  

Information grants in previous years is available in previously submitted year-end reports.   

3
 Combined, the external capital investments and the follow-on federal SBIR/STTR funding represent a nearly 9 to 1 

leveraging of the State Matching Funds. 
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MATCHING FUNDS PROGRAM  
 
Overview 
The North Carolina SBIR/STTR Phase I Matching Funds Program awards matching funds to North 
Carolina-based small businesses that have received a federal SBIR or STTR Program Phase I 
award.  The North Carolina Board of Science, Technology & Innovation, a division of the North 
Carolina Department of Commerce, administers the Program.   
 
Under the Program, awards can be made to eligible businesses for up to 100 percent of a firm's 
federal Phase I SBIR/STTR Program award, up to a maximum amount of $100,000, until funds 
available for the Program have been exhausted.  Applicants who receive Matching Awards 
receive 75 percent of the award amount upon receipt of an SBIR/STTR Phase I award, and 
receive the remaining 25 percent of the award if their Phase I report is accepted by the funding 
agency and they submit a related Phase II application to the funding agency.  Phase II SBIR/STTR 
awards can exceed $1million. 
 
Purpose 
The purpose of the Matching Program is to foster job creation and economic development in 
North Carolina by increasing the competitive position of North Carolina small businesses in 
attracting SBIR and STTR grant funding, and to provide an incentive for Phase I award-winning 
firms to participate in the more substantial Phase II program.  The goals of the Matching 
Program are to: 

1. Increase the amount of federal research dollars received by North Carolina small 
businesses; 

2. Increase the intensity of the research conducted under Phase I, making North Carolina 
small businesses more competitive for Phase II funds;  

3. Help North Carolina businesses bridge the funding gap period between the final Phase I 
payment and the first Phase II payment in the federal SBIR/STTR Program; and 

4. Encourage the establishment and growth of high-quality, advanced technology firms in 
the State of North Carolina. 

 
FY 2014 Summary 

 In the FY 2014 Budget Act, no State funds were appropriated to One North Carolina 
Small Business Program. 

 The Program did, however, continue to administer and disburse payments to active 
grants that were awarded in previous fiscal years.   

 
The following table provides data for all disbursed award amounts during FY 2014 for grants 
awarded (and for which funds were committed) during previous fiscal years: 
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Organization 
Legal Name Project Title Organization City 

Organization 
County 

Total Grant 
Amount 

Committed 
Committed 
Fiscal Year 

Amount 
Disbursed in 

FY 2014 

TeleSage 
Research, Inc. 

Youth Mental Health Outcomes 
Tracking System: Self, Parent, & 

Clinician 
Chapel Hill Orange $30,000 2011 $7,500 

Total $30,000 
 

$7,500 

NOTE: Committed and disbursed amounts in the table above differ because businesses receive 75 percent of the committed grant amount upon award, and 
the remaining 25 percent after certain Program performance/completion criteria are met.   The remaining 25 percent disbursement often occurs in a 
different fiscal year from the original commitment fiscal year.  
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INCENTIVE FUNDS PROGRAM 
 
Overview 
The North Carolina SBIR/STTR Phase I Incentive Funds Program reimburses qualified North 
Carolina businesses for a portion of the costs incurred in preparing and submitting Phase I 
proposals for the U.S. Government’s SBIR and STTR Programs.  Under the Incentive Funds 
Program, the State issues qualified applicants a grant in the amount equal to 50 percent of their 
approved Phase I Proposal preparation costs, up to $3,000.  These grants are awarded to 
qualified applicants on a first-come, first-served basis, up to the limits of available funding.  The 
North Carolina Board of Science and Technology, a division of the North Carolina Department of 
Commerce, administers the Program.   
 
 
Purpose 
The purpose of the Incentive Program is to foster job creation and economic development in 
North Carolina by encouraging North Carolina small businesses to compete for federal SBIR and 
STTR awards.  The goal of the Incentive Program is to increase the number of North Carolina 
applications for federal SBIR and STTR Phase I awards.   
 
FY 2014 Summary 

 Overall Program funding was insufficient to allow for the operation of the Incentive 
Funds Program during FY 2014.   

 

 
 
CONCLUSION  
A handful of innovative states, including North Carolina, have seen the value of leveraging 
federal SBIR/STTR funds with State support.  North Carolina’s entrepreneurial community has 
enthusiastically heralded the One North Carolina Small Business Program’s creation for its 
impact on growing the state’s entrepreneurial economy, and for the fact that it reflects a 
substantial recognition by lawmakers of the importance of innovation and entrepreneurship to 
the economic health of the state.  As the impact measures above indicate, the Program enables 
North Carolina’s small businesses to generate the kinds of innovation critical for making the 
state a leader in the global economy.  
  
 


