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Silicon Valley is situated between the cities of San Francisco and San Jose in Northern
California. In the northwest of the Valley lies Palo Alto, home of Sténford University and the
Stanford University Research Park, Where most of the technological research in the area is
carried out. In the southeast, communities such as Sunanyvale, Cupertino, and ‘Mountain View host
a large number of semiconductor® firms. Labor, much of it foreign and poor, is concentrated in
the southern end of the Valley in San Jose.

Until the middle of this century, this rich agricultural region of Northern California was
famous for its apricots and walnuts. Until the end of World War II, the main industry around
San Jose was small-scale food-processing and distribution. i

A combination of regional advantages produced one of the greatest “science parks” in the
world. Among these advantages were: world-class academic institutions (Stanford University and
the University of California at Befkeley), brilliant scientists, military purchase of semiconductors
and the pleasant climate of Northern California.

Many people have attributed the success of the Valley to the influence of nearby institutions
of higher education, particularly Stanford University. In the 1920s, Stanford tried to increase its
prestige by hiring famous professors from East Coast universities. One important recruit was
Fred Terman, an electrical engineer from MIT.** Like many of his colleagues, he performed
cutting-edge research in electronics. Unlike many other professors, however, he encouraged his
students to sell their discoveries in' the marketplace. By providing funds and equipment, Terman
enabled two of his first recruits, David Hewlett and William Packard, to sell one of their
discoveries to Disney Corporation. They reinvested their earnings and expanded both their
products and their range of customers.

In 1950, twelve years after its founding, Hewlett-Packard had 200 employees and sold 70
different products with sales over $2 million. It pioneered a distinctive Silicon Valley management
style, treating workers as family members. In 1954, Hewlett-Packard accepted an offer by Stanford
University to move to Stanford Research Park. Soon other companies began to move to Palo Alto
and rent land near the university. Stanford Research Park became the center of Silicon Valley.

The 1950s also saw the birth of the electronics industry. Again, the efforts of one individual
stand out. Dr. William Shockley revolutionized electronics by developing the transistor to magnify
electronic images. He and some talented young scholars from the East Coast formed Shockley
Industries in Palo Alto. Unfortunately, his stubborn character soon caused many of his colleagues
to resign from his firm and form their own company, Fairchild Semiconductor Corporation. It
rapidly developed into one of the largest firms in the California electronics industry. More than
70 high-tech companies are direct or indirect descendants of the Fairchild Corporation. »

The roles of government and the natural environment of Northern California cannot be
underestimated. The relocation of Lockheed, a major military contractor, to California in 1956
brought government dollars to the area. Electronics burchases by the defense agencies amounted
to approximately two-fifths of total producﬁon. Pleasant climate and plenty of space were other
factors in attracting individuals and firms to Silicon Valley and keeping them there once they

arrived.



The people who worked in these new firms considered themselves as technological pioneers
and the “communities” that they formed were in some ways similar to those created by the
pioneers who settled the American West in the 19th century. The residents of this technological
society ‘Were, for the most part, engineers who moved to California from other regions of the
country. As modern-day pioneers, they were especially responsive to risky ventures that had the
potential for great rewards.

These Silicon Valley entrepreneurs not only shared the same type of risks, they also shared a
sense of friendship and community that cannot be found anywhere else in American industry.
Engineers and scientists who worked at rival firms during the day remained close friends after
work. The manager of one electronics firm would often call a competitor for help on technical
matters. After work, the engineers and scientists would meet at bars and restaurants to talk
about their research. These after-work discussions created networks for sharing not only the
latest technological information but also news about other jobs in the area.

These informal job-information networks were hugely successful: 35% of the workers in
small- and medium-sized firms changed jobs every year. Not just social networks but also
geography played an important role in this rate of change. The closeness of a large number of
high-tech firms enabled people to switch companies without changing their way of life. When a
person left one firm in Palo Alto to go to another, there was no need to move house or change
the children'svschool. Thié willingness to take a risk became one of the characteristics of people
in Silicon Valley. Small groups of workers unhappy with their current place of employment would
gather together after work to share some of their own ideas. They would then develop a business
plan, acquire funds from venture capitalists, and seek advice from local academic sources. If they
succeeded, they were heroes. If they failed, there were plenty of other jobs in the same town or
in a neighboring community. »

As people in the region changed their jobs and their positions, their roles also changed:
employers became employees and co-workers became competitors. As a result, the engineers
developed a strong ldyalty to technology and their fellow engineers, and a much weaker loyalty
to the companies that employed them. Although it may s.eem strange that people would cooperate
under such competitive circumstances, the motto of the region has always been: “Competition -
demands continuous innovation, which in turn requires cooperation among firms.” A rapid flow of
practical information became the energy that powered the area. Scientific research was constantly
used to develop new goods for the market and much of the profit from these goods was
reinvested in further research. A
» Today, over 2,000 electronics and information technology companies are concentrated in the
Silicon Valley area. Many of these companies are leaders in such fast-expanding fields as
computers, semiconductors, lasers, fiber optics, robotics, medical instruments, magnetic recording,
and educational and consumer electronics. So great is the attraction of Silicon Valley that some
major'éorporations With head offices in other parts of the USA have felt the need to set up
research laboratories in the area.
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