
In contrast to the average cost of $927,000 per invention with sales, the average ERIP grant is

quite small. Its importance is due to its timing; the grant often arrives at a critical juncture when the

inventor’s funds are exhausted and other sources are unwilling to assist.

Significant levels of funding also have been acquired by inventions without sales, although

those with sales have attained considerably higher levels of funding. Information on funding is

available for 168 inventions that had not experienced sales by the end of 1992. The development of

many ERIP inventions without sales has been retarded by lack of development capital. It is

noteworthy that some 64% of these 168 inventions raised less than $100,000 above and beyond

DOES EM? grant,

tL
z
UJ

60

r--l

❑ ERIP Technologies
With Sales (N=63)

50
ERIP Technologies
WithoutSales (N=168)

40

30

20

10

n
w

o 1- .50- 100- 200- 4oo- 600- 800- 1000- 1500- 2000- 3000+
49 99 199 399 599 799 999 1499 1999 2999

Teal Costs in Thousands of Dollars

a Excludes the value of ERIP grants.

Fig. 6.1 Distribution of Funds Raised by 251 ERIP Inventorsa

6.3 SOURCES OF FINANCING FOR ERIP INVENTIONS

The financing of small business innovation has been portrayed as proceeding from personal

resources and other informal sources of “friendly money” to more formal sources of capital,

including equity financing by venture capital firms and stock offerings. Unfortunately, there is little

systematic evidence concerning when various sources of innovation financing tend to become

available and when they are exhausted. “Start-up” capital has been shown to be dominated by the

personal resources of the founder. However, since the start-up phase occurs early in the long process
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