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High-Tech Dynamics

Reglonal Advantage. Culture and Competition
in Silicon Valley and Route 128. ANMNALEE
SAXENIAN. Harvard University Press, Cam-
bridge, MA, 1994, xiv, 226 pp., llus. $24.95 or
£19.95.

Silicon Valley and Route 128 burst into
the collective imagination of the nation
and much of the world during the high-
flying 1980s. With fast-growing start-up
companies, a growing stable of entrepre-
neur celebrities, abundant venture capiral,
world-class universities, and a seemingly
endless ability to generate wave after wave
of breakthrough innovations, Silicon Val-
ley and Route 128 became the regional
equivalents of a Horatio Alger story. Some
went so far as to argue that together these
regions provided a  high-technology
growth model for others to follow, touting
the development of the "next Silicon
Valleys.”

Regional Advantage provides a welcome
addition to the growing literature on Amer-
ican high technology, offering fresh insights
in a thorough, if somewhat boosterish, ac-
count of the economic and technological
evolution of America's premier high-tech-
nology regions. Packed into 162 highly
readable pages of text (augmented by ap-
pendixes and references) are the findings
from more than a decade of research by the
author.

The book's main message is basic:
Though there is much alike about Amer-
ica's two premier high-technology regions,
a rather fundamental—and frequently
overlooked—factor sets them apart. Both
trace their origins to Cold War technolo-
gies that propelled the rise of new high-
technology firms, industries, and regions.
Both emerged as vibrant complexes of
technology, entrepreneurship, and ven-
ture capital during the 1970s; and by the
early 1980s both faced severe economic
downturns. But over the course of the
19805 and early 1990s, the author argues,
Silicon Valley was able to recapture much
of its technological and economic dyna-
mism, while Route 128 could not and
continued to decline.

The roots of this difference lie in the
emergence of a decentralized, network sys-
tem of technological and industrial organi-
zation in Silicon Valley that encourages
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innovation, collaboration, and collecrive
learning among companies and enables
them to respond quickly to changing mar-
kets and technology. In fact, the author
argues, the reemergence of Silicon Valley
during the 19805 was based on a new
generation of start-up firms such as Cypress
Semiconductors, Chips and Technologies,
Cirrus Logic, Maxim Integrated Products,
Silicon Graphics, Sun Microsystems,
MIPS, and countless others thar were flex-
ible and diversified enough to capitalize on
the ceaseless revolution in high-technology
products and markets. Route 128, in con-
trast, remained dominated by a few large,
relatively independent companies like
DEC, leaving the region less able to adapt
to these dramatic changes.

Despite its rich institutional analysis,
Regional Advantage tells only one side of
the story. Emphasizing the importance of
collaboration and trust in the early rise
and reawakening of Silicon Valley, the
book neglects the role played by highly
competitive local markets of the sort Har-
vard Business School professor Michael
Porter identifies as a key source of compet-
itive advantage. Focusing on cooperation
and collective learning as a source of
innovation, it overlooks the high degree
of fragmentation, chronic entrepreneur-
ism, and extreme litigiousness that have
equally defined the Silicon Valley style of
high technology. Indeed, the inability of
Silicon Valley companies and public agen-
cies to work together for common ends has
recently spawned the Valley's first signifi-
cant attempt at regional economic coordi-
nation, Joint Venture: Silicon WValley,
whose stated mission is to transform the
“valley of entrepreneurs into an entrepre-
nieurial valley.” The author sees open and
flexible local labor markets—the ahility to
move quickly and easily from job to job—
as a source of regional advantage, bur this
kind of job-hopping also generates sub-
stantial costs by distupting ongoing R&D
efforts and encouraging defections thar
can sap the creative energy of large and
small companies alike. Missing too from
this rather romantic account of American
high technology is the human toll taken
by a pressure-cooker environment and the
round-the-clock working hours required ro
generate new breakthroughs in record
time, the low wages and onerous working
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conditions that confront a large fraction of
high-technology factory workers.

Focusing almost exclusively on what is
happening inside America’s leading high-
technology regions, Regional Advantage
also does not adequartely address the global
dimensions of high-technology industry.
Regions like Silicon Valley and Route 128
provide the source of new ideas and inno-
vations for increasingly global high-tech-
nology production systems. One aspect of
this is the movement of routine factory
production to places like Mexico, Malay-
sia, Thailand, and even India and China.
Another is the out-migration of advanced
semiconductor and computer production
to new industrial complexes in and around
Austin, Texas; Phoenix, Arizona; Albu-
querque, New Mexico; and Portland, Or-
egon—an industrial exodus that has moti-
vated the first organized attempt to bolster
the Valley's business climate. Silicon Val-
ley's global dimensions are also evident in
an inflow of foreign capital to many of its
most  innovative  companies—General
Magic, Kaleida, Silicon Graphics, and
3DO to name just a few.

Business leaders and public policy mak-
ers have much to leamn from the flexible
and adaptive network industrial system of
Silicon Valley, argues Saxenian. Central-
ized national technology or industrial pol-
icies that attempt to “pick winners" and
focus national resources on particular sec-
tors or future technologies, she contends,
are out of sync with the accelerating pace
of innovation, shrinking product-develop-
ment cycles, and fragmenting global mar-
kets. Echoing the arguments of Charles
Sabel of MIT, who has maintained that
advanced industrial societies are shifting
from an old mass-production industrial
order dominated by large corporations to a
new industrial paradigm of “flexible spe-
cialization" made up of tightly networked
and highly collaborative groups of small
firms, Saxenian contends that a more ef-
fective path to economic and technologi-
cal improvement lies in bolstering regional
networks and capabilities: "fostering the
collective identities and rrust to support
the formation and elaboration of local
networks” {p. 167). Though there are
many reasons to be wary of government
initiatives focused on so-called “critical
technologies,” there is little reason to
believe that the regional “public forums”
and institutional mechanisms for generat-
ing regional “collective action™ will be
effective in meeting the stresses and strains
produced by the sweeping technological
and industrial transformation of the world
economy. Meeting such challenges will
require whole new approaches to econom-
ic, trade, and technology policy at the
international and national levels, as well
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as efforts at regional collaboration of the
sort the author advocates.

Despite these shortcomings, Regional
Advantage provides a much-needed syn-
thesis of research on the subject and a
wealth of useful information on America's
premier high-technology regions. One can
only hope that the author will extend her
analysis to address the more problematic
aspects of American-style high-technology

networks.
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