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Stanford University is at Ground ZeroStanford University is at Ground Zero
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Early Years: 1930s Early Years: 1930s --1970s 1970s 
Started with Fred Started with Fred TermanTerman and HPand HP

� Professor Terman brought Hewlett 

and Packard together at Stanford

� In 1939, the two decided to “make a 

run for it ourselves” and founded 

HP at a now-famous garage in 

downtown Palo Alto

Source: John Hennessy
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Another Golden Age: Early 1980sAnother Golden Age: Early 1980s

� Many new technologies as radical innovations 

� Emergence of John Hennessy as another Terman

� Very productive era ... 
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1990s: The Internet1990s: The Internet

� Two EE students in a trailer
� Use of Yahoo on and off-

campus explodes
� Form independent company

Source: John Hennessy
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2000s2000s

� Two students dissatisfied with Net search
� They work furiously in their spare time to 

develop a better way
� They form a company to exploit the 

opportunity others had left behind
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Today, Silicon Valley is Still Evolving



13

StanfordStanford ’’s Role in Silicon Valleys Role in Silicon Valley

� Interaction with industry as just discussed

� Research funding and overall creativity

� Silicon Valley as a nearby planting ground for ideas

� Students as inventors, disseminators, and workforce

� Encouraging entrepreneurship on campus …
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A race against 
time to create 

value and 
reduce risk 
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(1) Founding:
An entrepreneur begins with a vision and shares of  stock in the new venture.

Entrepreneur trades stock for 
ideas, money, and people

(2) Seed Stage:
•Venture capitalists provide 
money in return for stock

•Employees join via friends & 
associates in return for cash 
salary and stock options
•Ideas become intellectual 
property which represents the 
initial value in the company

Further growth is delayed 
until milestones are 
reached and risk of 
failure is reduced

(3) Growth Stage:
More money, ideas, and people are 

obtained, but for much less stock than 
in the earlier stage due to lower risk

Company balances earning 
cash, taking investment, and 
spending cash to create value

(4) Exit Stage:
•IPO or M&A
•Entrepreneur, investors, and 
employees can cash in stock 
for money 
•A viable company has been 
created or expanded
•Each entrepreneur continues 
to build the company, retires, 
or starts the game again

Value has been 
successfully created.
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