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It’s 4:33 a.m. and you can hear the early-morning call to prayer in Cairo, 
Egypt. The city is bathed in fog and darkness, and the city’s roads are 
unusually quiet. 

Only the day before, while sitting in traffic, we realized that there are no 
traffic lights, no stop signs, and no posted speed limits in Cairo. When 
you can see painted lane stripes on the roads, they are completely ignored. 
A three-lane road becomes four and sometimes five lanes as every driver 
inches forward, competing for an ever-better position. The car to the left of 
us is close enough to smell, with just inches between our door and theirs. 
The windows are open, music is blaring, and we seem to be smoking the 
other driver’s cigarette.

The streets are dusty and dirty—full of potholes, stalled cars, and speed 
bumps that make thoroughfares more like slalom courses. Egyptian cars, 
for the most part, suffer through this contact sport. They are dented and 
scratched, and held together with the likes of clear tape, wire, rope, and 
fabric. Driving in Cairo is a strategic undertaking, a chess game requiring 
quick reflexes to avoid the pothole in the road, to slip into an opening in 
the traffic flow, or simply to move forward. 

The ability of Egyptian drivers to make it across town, or across the country, 
speaks volumes about their strong spirit and tenacity, and is representative 
of the entrepreneurial spirit we encounter in emerging and transitional 
economies all over the world. 
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After working in dozens of countries, and crisscrossing the globe on both 
United and American Airlines for many years, it has become abundantly 
clear to us that entrepreneurs are the heart and soul of economic growth 
and diversity, and the primary job creators throughout the world. They 
function as the essential connective tissue between countries and among 
people in today’s global economy. Governments may fall, industries may 
collapse, and politicians’ priorities may change. Yet entrepreneurs remain—
jumping in amid tremendous uncertainty, adapting as necessary, and finding 
opportunities as borders and markets change.

But what does it take for these entrepreneurs to be successful? The 
environment plays a key role in facilitating what is otherwise the difficult 
and convoluted process of turning an idea into a business, creating 
something from nothing, or spinning straw into gold. 

The Silicon Valley Ecosystem
Having worked in many regions of the United States and around the world, 
we are acutely aware that not all entrepreneurs have a supportive ecosystem 
in which to build their companies. That’s why in this book we hope to 
decode for you Silicon Valley’s unique ecosystem and describe the business 
practices that Valley startups employ to identify market opportunities, build 
better products, and scale more quickly in the pursuit of global businesses. 
Doing so can reveal a great deal about resilience, risk, failure, uncertainty, 
the pioneering spirit, and the boom-and-bust cycles of business here—all 
the while deepening your understanding of the best practices for sustaining 
vibrant business environments organized for the benefit of entrepreneurs 
and startups everywhere. 

“ If you cannot be the best in the world, do 
something else.” — Joe Kennedy, Pandora
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People come from all over the world to visit Silicon Valley. Some just 
want a photograph in front of Facebook, a meal at the famous Google 
cafeteria, or a chance to see the offices of 500 Startups. Others arrive ready 
to pitch their ideas to a prominent venture capitalist on Sand Hill Road, 
or to seek a meeting with the CEO of Cisco. Yet for savvy entrepreneurs, 
economic development agencies, and policy makers alike around the world, 
Silicon Valley offers far more: It offers a chance to see a highly functioning 
ecosystem that supports and nurtures startups like nowhere else.

 “ Silicon Valley is special because of the ecosystem 
where everyone is doing the same stuff. It’s easy to talk 
about any aspect of tech, and it’s always possible to get 
help from someone.” — David Lee, SK Telecom

There are those who try to duplicate the Valley elsewhere by implementing 
a few startup pitch competitions, a demo day, a government venture capital 
program, some random classes and workshops, and an educational trip to 
Silicon Valley itself. But ecosystems are far more complex than that: they 
are made up of people, cultures, ideas, attitudes, perceptions, and, in some 
cases, myths and legends. It takes a great deal of time and tremendous 
patience for an ecosystem to mature and work efficiently. And Silicon 
Valley has had a decades-long head start over the rest of the world.



Decoding Silicon Valley  |  The Insider’s Guide 

4

“Silicon Valley is like an algorithm.”    – Martin Pichinson 

Martin Pichinson 
Martin Pichinson is the CEO of agencyIP, a company that licenses technology 
for both large and small companies. He is also the founder and co-CEO 
of Sherwood Partners, a leading firm that handles the shutdown of failed 
venture-backed companies. 

“Silicon Valley is like an algorithm that works. There are really smart people here, 
there is money available from investors, there is infrastructure, and there is a 
desire to create change. There is also a strong support system of mentors and 
others working together to make it all happen. Simply put…everything you need 
to win is here in Silicon Valley. Others claim, ‘We are going to be the next Silicon 
Valley,’ but history tells us this usually does not happen. Is there another Wall 
Street? Another Hollywood? No. Some people say that Seattle is a hotbed of 
startups because of Microsoft, or Austin, Texas, because of Dell. But most major 
trends and players come out of Silicon Valley, which only reinforces the concept 
that the algorithm is here. Without total alignment, the Silicon Valley algorithm 
would not work, but since things are all in place, everything works together to 
create greatness. 

“Silicon Valley is just like Hollywood or Wall Street. None of these regions were 
planned; they just happened organically, developing what was necessary in order 
to be successful. If you’re filming a movie in Hollywood and the camera breaks, 
there are organizations that can supply a new camera immediately. Same thing 
happens in Silicon Valley. If the CEO of a company is terminated or quits, a board 
can find a new interim CEO quickly. For years, people have been saying that 
Hollywood is going to disappear since it’s cheaper to make films elsewhere. But 
the reality is that people continue to make movies in Hollywood because the 
infrastructure and the tools are there. The same thing applies in Silicon Valley. It 
would be hard to grow Silicon Valley elsewhere.” 
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The Mystique and the Truth
Movies, the press, and entrepreneurs themselves have all contributed to 
the perception that Silicon Valley is the only place to start and build a 
successful company. Many people believe that just being in Silicon Valley will 
make them successful. Silicon Valley is viewed as the epicenter of the tech 
startup world—the place where you will find everything you need to start 
and grow your company. This is what we call the Silicon Valley mystique.

As a result of this mystique, entrepreneurs flock to the region to build their 
global companies, change the world, or get wealthy. They also come here to 
raise capital, find customers, and develop partnerships. The sheer number of 
large, successful companies reinforces the mystique. Apple, eBay, Google, 
Facebook, Intel, Cisco, Saleforce.com, Uber, AirBnB, PayPal—these 
companies all have become household brands, familiar to consumers and 
business people around the world. And they all were founded in Silicon 
Valley, or moved to the region early in their history. 

“ Anybody can make their dreams come true in 
Silicon Valley.” —Kayvan Baroumand, SV101 Ventures

How much of this mystique is true? Let us begin to answer that question 
by providing you with a few statistics and facts about the Valley and its 
surroundings:

• $94 billion in venture capital is under management in California today.

• Silicon Valley companies are among the most active acquirers of 
startups worldwide: in 2014, Apple, Oracle, Facebook, Yahoo, and 
Google alone bought a total of 77 companies.

• The market valuation of private companies in Silicon Valley is often 2 
to 10 times that of companies located elsewhere.
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• A significant number of the best, brightest, and most ambitious 
individuals come here to start companies or join startups. Being an 
entrepreneur in the Valley is considered cool, not just something you 
do if you can’t get a real job. 

• This is a place where a lot of new ideas are developed, refined, and 
transformed into viable businesses. There is a willingness to entertain 
big ideas that, at first glance, seem impossible; at second glance, 
infeasible; and at third glance, impractical.

• There’s a unique cadre of experienced and knowledgeable people in 
Silicon Valley who have broad business and technical expertise, and 
who are capable of transforming ideas into viable businesses. 

• Investors in Silicon Valley are willing to bet on smart people and great 
ideas long before startups show significant business traction. 

• Investors who are well connected to customers in the Valley (what is 
typically referred to as “smart money”) often do help startups. There are 
customers here who will take a chance on a startup by buying product, 
providing feedback, and serving as a reference customer for that 
startup.

• Events, conferences, and networks here provide an unprecedented level 
of visibility, enabling startups to gain a 360° view of the market, the 
competition, and customer trends.

• The number and diversity of large corporations located in Silicon 
Valley provide startups with access to a range of potential partnership 
opportunities and acquirers.

• It is easier to build a global business here than anywhere else. 

• While you cannot meet everybody, you can meet almost anyone here.
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“The Valley sets a high bar for startups everywhere in 
the world.… This drives entrepreneurs elsewhere to 
be better.”    – Chris Shipley

Chris Shipley
Chris Shipley is a journalist, technology analyst, and former executive producer of 
the DEMO conference. She has worked with startups all over the world. 

“There are numerous misconceptions about Silicon Valley. Those outside the 
region, and even some locals, think of the Valley as a company-building place. 
But it’s really more of a capital-building place. Entrepreneurs in Boston create 
groundbreaking products that can change how things work in the world. They 
are building companies that will have an impact on the world. By contrast, 
if you ask the typical entrepreneur in Silicon Valley why he is doing what he 
is doing, he’ll tell you it is to make money. Silicon Valley is about wealth and 
wealth creation—a very different perspective from what you find in startup 
communities in Boston, Gdansk, or Athens.

“Another misconception that many outsiders have about the Valley: You 
pitch, you get the attention of someone world famous, you raise capital, and 
you’re all set. It’s easy! But those same people fail to realize how incredibility 
competitive it is. They spend a lot of time going to events, meetups, and 
conferences—and they fail to realize that they also have to do real work. It’s 
not just about the hustle. 

“Does Silicon Valley matter in the grand scheme of things? Yes, in an 
aspirational sense. The Valley sets a high bar for startups everywhere in the 
world. If you can make it in the Valley, you can make it anywhere. Regardless of 
whether it’s true or not, this idea drives entrepreneurs elsewhere to be better.”
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“ When you first come here, you’re in awe—sometimes too 
much so. But after a while you acclimate. You say to yourself, 
‘They’re good, but they’re just like me,’ or ‘I’m just like them.’ 
Then you really can step up your game.”— Dave McClure, 500 Startups

Little Lies
You’ll hear lots of things about the Valley that turn out to be simply untrue. 
While we don’t want to discourage you from visiting or starting your 
company here, you should be aware of these little lies: 

• “Silicon Valley is the only place to build a global tech company.” 
Many large, successful tech companies have been created and grown 
in other regions of the world. Here are some examples: Tencent is a 
large Chinese portal and gaming company; Alibaba, another Chinese 
company, is one the world’s largest ecommerce companies; and 
Mercado Libre is Latin America’s largest ecommerce company.

• “All good innovation comes from Silicon Valley.” Bright entrepreneurs 
are everywhere. By our last count, we’ve worked with entrepreneurs 
from over 50 countries who are successfully building local, regional, 
and global businesses. 

• “We take risks because it’s okay to fail.” We do take risks, but we don’t 
fixate on failure. We fixate on success. If you’re always worried about 
failing, you limit your opportunities to be successful. 

• “In Silicon Valley, unlimited money is available, and it’s easy to raise 
capital.” While it’s easier to raise capital in the Valley than elsewhere, 
it’s still hard. Competition to secure venture financing is very intense 
because investors are focused on investing in the best products and the 
best teams.
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• “In a few short years, you can easily build a $1B company and sell it!” 
Most Silicon Valley companies take a minimum of four years—and 
more likely seven to ten years—to reach the point of acquisition or 
IPO (initial public offering). Exceptions occur, but they’re rare. It’s a 
long, slow process. 

• “Everyone is waiting for you to show up.” There are tens of thousands 
of startups in Silicon Valley, plus thousands more entrepreneurs from 
outside the region who visit here each year. In this fast-paced, dynamic 
environment full of competitors and deal flow, no one is sitting around 
waiting for you. The companies that succeed here are ambitious, 
thoughtful, and extremely good at getting sh*t done.

“ There is a misconception that if you just show up, 
the magic will happen. It is all easy only in hindsight 
when the story is glorified.” 

— Chris Shipley, Journalist and Tech Analyst

• “There is a secret handshake, or code word, that will make you an 
insider—and ensure your success.” Nope, there isn’t. Some companies 
succeed on the basis of sheer luck and timing. Others fail for precisely 
the same reasons. Being well connected provides an advantage in 
building your business, but even companies with great teams and top-
tier investors can fail, and do. 

• “There is something in the air or water in the Valley—a special, magic 
fairy dust.” Of course not. We think this myth stems from the fact that 
Silicon Valley has refined a formula for creating startups that is based 
on learning by doing, bringing in people who have done it before, and 
having all the critical resources centralized in one place. 
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“As soon as entrepreneurs come here, they either get 
meetings or they don’t”   – Mark White

Mark White
Mark White is a partner in the Silicon Valley law firm of White Summers Caffee & 
James.

Mark White has worked with hundreds of international founders from all over 
the world who come to Silicon Valley seeking the 3 C’s: customers, capital, and 
connections. These entrepreneurs learn very quickly whether their ventures 
will succeed. 

“As an entrepreneur, you come here to find out what you know and what you 
don’t know. You want to find out if you can beat other people to market. Or if 
you’re doing the wrong thing. And it’s what you don’t know that you’re more 
afraid of. That’s because you can control what you know. The pace in Silicon 
Valley is driven a lot by fear. 

“In Silicon Valley, you find out right away if you have a viable venture. As soon 
as entrepreneurs come here, either they get meetings or they don’t. They 
get immediate feedback in an evening: You’re crazy or you’re not. It’s a great 
proving ground for new business concepts, new business models, and new 
products. And while the information is always imperfect, it’s better here than 
anywhere else.” 

The mystique of Silicon Valley has helped to attract many smart people 
from all over the world, and these people have built large successful 
companies—which makes Silicon Valley, in many ways, a self-fulfilling 
prophecy. However, we don’t buy into the idea that Silicon Valley is the only 
place to build companies. Many large, successful, tech-based companies 
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have been started and scaled elsewhere. Further, we see business ecosystems 
quickly changing in other regions of the world. We see smart, driven, 
and resourceful entrepreneurs with great ideas who have figured out how 
to get traction in their local markets and raise capital. We also see serial 
entrepreneurs who have gained deep insight from their past successes and 
failures and who are more likely to be successful the next time around. And 
we see investors developing deeper understanding of the startup journey 
and how they can add value.

 “ Silicon Valley is egalitarian. Talent rules.” 
— Selcuk Atli, Serial Entrepreneur

The Silicon Valley Mindset
Silicon Valley has a mindset that leads to a disciplined approach to building 
global-scale businesses. While this approach is not a rigid formula, we 
know from experience that most successful Silicon Valley companies sooner 
or later do follow it. 

So what is the Silicon Valley mindset behind this approach?  It is composed 
of four elements: 

• How we look at businesses 

• How we identify market opportunities 

• How we identify the best customers to target 

• How we scale small businesses into global companies 

If you come to Silicon Valley, your ideas will be evaluated on the basis of 
these criteria, as are those of every entrepreneur—at least initially. 
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“ The experience of being in Silicon Valley, and 
competing with lots of really talented people, raises your 
game.” — Dave McClure, 500 Startups

Mystique can be a powerful magnet, and Silicon Valley’s mystique is 
legendary. The Valley has the right elements, attitudes, and resources in 
place to enable entrepreneurs to build something significant from nothing. 
In the next chapters, we decode more of the elements of Silicon Valley that 
support entrepreneurs in building global companies. So stay with us. 

 


