Supplementary Information
Does NIH Select the Right Healthcare Ventures through the SBIR Grant Program?

Online Resource 1
Peer Review Process

The NIH administers their SBIR/STTR program across 24 separate institutes (ICs) – from supporting a single disease or a set of diseases, to focusing on a particular part of the body, to focusing on a particular constituency. Some ICs have a centralized staff focused exclusively on SBIR/STTR program, and others integrate the SBIR/STTR programs into other funding activities. 
The agency follows a two-stage process to evaluate the grant applications. In the first stage, all applications are managed by the Center for Scientific Review (CSR), which involves assigning the new applications to the appropriate scientific review officer (SRO) in one of nearly forty small business study sections organized by industry and technical expertise (i.e., ranging from HIV/AIDS Innovative Research Applications to Vascular and Hematology). The assigned SRO then builds a peer review committee. For each application, three reviewers are designated as primary reviewers to score the application, and the average score is calculated. 
The top 50% of applications are discussed with the entire panel and given priority scores, while the bottom 50% are typically not. The IC is sent a summary statement and priority scores for those applications discussed to make a selection determination. Information on the three individual reviewer scores is sent to the ICs for applications not discussed. Priority scores are out of 100, with 100 being the worst score. 
The evaluation in Stage 2 is managed by each IC. Having received scores and reviewer comments, in stage 1, IC Advisory Council Boards review the applications and make funding decisions. Some ICs make decisions based completely on the review scores of stage 1 until the budget for that cycle is met (i.e., NHLBI, NIAMS, ORIP, NIDDK). Some ICs first consider the scores but may also examine applications above the pay line (i.e., NCI, NIAID, NIA, NEI, NIAAA, NIBIB, NINR, NCCIH, NLM, NIHMD, NIGMS), while the rest use an internal review process where priority score is one factor in the decision-making process but additional review and due diligence may be conducted (i.e., NIMH, NICHD, NIDA, NIEHS, NHGRI, NIDCD, NIDCR, NCATS, NINDS, NHGRI). 

Online Resource 2
NIH Regular-Funded and ARRA-Funded Timeline

NIH issues multiple grant solicitations (termed as Funding Opportunity Announcements [FOAs]) in a given fiscal year. Each FOA has defined research objectives in a specific area or domain. Typically, NIH follows three application submission cycles (Jan., Apr., and Sept.). 
For the ARRA-funded projects, the NIH considered applications declined in the following six FOAs (specific to SBIR/STTR grants) in FY08 and FY09 due to lack of funding but received meritorious reviews on the initial submission.
	NIH SBIR/STTR Phase-I grants

	FOA
	Award date range (MM/YY)
	Avg. Award date (MM/YY)
	# Projects funded
	Avg. grant amount ($ Mn)

	
	Regular
	ARRA
	Regular
	ARRA
	Regular
	ARRA
	Regular
	ARRA

	PA-06-008
	07/09
	09/09
	07/09
	09/09
	1
	1
	0.20
	0.20

	PA-06-009
	01/08 – 06/09
	09/09
	08/08
	09/09
	16
	1
	0.21
	0.25

	PA-08-050
	09/08 – 05/10
	06/09 – 09/09
	05/09
	08/09
	224
	11
	0.18
	0.16

	PA-08-051
	09/08 – 09/10
	08/09 – 09/09
	07/09
	09/09
	58
	4
	0.19
	0.14

	PA-09-080
	09/09 – 09/10
	08/10
	06/10
	08/10
	175
	1
	0.18
	0.12

	PA-09-113
	02/10 – 09/10
	07/10
	07/10
	07/10
	5
	1
	0.18
	0.10

	Overall
	01/08 – 09/10
	06/09 – 07/10
	10/09
	09/09
	479
	19
	0.18
	0.15



Online Resource 3
Variable Definitions

	VARIABLE
	DEFINITION
	Data Source

	Patent Count
	No. of patent applications filed (and subsequently granted) by firm i in year t. The measure is averaged at the firm level. 
	USPTO Patent Data

	Patent Citations
	Patent citations to firm i’s patents in year t of the patent application and three subsequent years. The measure is averaged at the firm level. 
	USPTO Patent Data

	Patent Originality
	1- Herfindahl concentration of patent class assignments associated with patents cited by the focal patent, adjusted for bias correction associated with small numbers of backward citation counts. The maximum originality score is considered at the firm level.  
	USPTO Patent Data

	Venture Capital
	Firm received the first venture capital investment subsequent to the SBIR grant.
	Thomson One Venture Xpert

	Exit
	Firm commercialized through an IPO or M&A subsequent to the SBIR grant.
	SDC Platinum; Factiva news




Data Availability
[bookmark: _GoBack]The raw data analyzed during the current study are available from the corresponding author on reasonable request.
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