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Figure 1 Innovation evolution trajectory driven by enterprises in Silicon Valley (1937~2019)
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Why Does Silicon Valley Continue to Pioneer Disruptive Innovation? Analysis Based on the
Perspective of Enterprise Innovation Ecosystem
WANG Hai-jun', JIN Shu-tong', SHU Chao-hui', ZHAN Rui'?,
(1. Shenyang University of Technology School of Management, Shenyang 110870, China; 2. Liaoning
Administrators College of Police and Justice, Shenyang 110161)

Abstract: Silicon Valley is generally recognized as a synonym for innovation and growth. Currently, it is also one of
the most important centers of disruptive innovation in the world. Silicon Valley companies such as Apple, Intel and
Google are the high-tech leaders in the industry. From Ethernet to the graphical user interface to the first true personal
computer, many of the great innovations were born in Silicon Valley, which was keen to produce disruptive innovations
from zero to one. What explains Silicon Valley's sustainable ability to boosting disruptive innovations? Although
existing literature pointed out that the innovation ecosystem is the key to enhance the competitiveness of Silicon Valley
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enterprises, what is the uniqueness of the innovation ecosystem of Silicon Valley enterprises? How does it affect
disruptive innovation? The above questions are worthy of further exploration.

Combining the actual needs and research gaps, this paper tries to adopt the inductive case study method to crack the
code of the continuous disruptive innovation of Silicon Valley enterprises through the innovation ecosystem. Firstly,
it reviews the origin of Silicon Valley and describes the evolution track of innovation driven by high-tech enterprises.
Secondly, this paper summarizes the basic characteristics of the representative disruptive innovations of Silicon Valley
high-tech enterprises such as Apple, Airbnb and Google in the past 20 years, and extracts the common factors that
affect these disruptive innovations. On this basis, the paper also explores the key mechanisms behind the successful
realization and sustainment of disruptive innovation in several benchmark companies in Silicon Valley. The results
show that:

(1) Building a novel and powerful enterprise innovation ecosystem is the key path to promote Silicon Valley
enterprises from "entrant" to "disrupters". In contrast, the enterprise innovation ecosystem improves competitive
advantage more effectively than traditional transactional approaches and provides services to users in ways that are
beyond the capabilities of any single player. By virtue of the enterprise innovation ecosystem, disruptive innovation
activities can be carried out among participants of innovation ecosystem in the way of value co-creation, and at the
same time. Moreover, it promotes the division of labor and collaboration between core enterprises and its
complementors around multidisciplinary knowledge relating to disruptive innovation.

(2) Platform thinking is an important means to enhance the uniqueness of Silicon Valley's enterprise innovation
ecosystem. For example, outstanding disruptors such as Google, Uber (Uber) and Airbnb, etc., attribute their success
to their unique digital platforms and core business operations. These digital platforms become increasingly difficult to
replace over time, and users and partners often face higher costs and barriers when switching to other platforms. At
the same time, today's Silicon Valley enterprises are more and more inclined to integrate digital platform and enterprise
innovation ecosystem, and use the platform as a link to effectively utilize the innovation capabilities of various
complementary parties, so as to stimulate the multilateral market and promote the core interaction of the ecosystem
members. Furthermore, this paper also summarizes the operating mechanism of the Silicon Valley enterprise
innovation ecosystem driven by digital platform, including: platform attraction mechanism, connection and matching
mechanism, expansion and amplification mechanism, effective interaction mechanism, and value co-creation
mechanism. These operating mechanisms also help to explain the level of control of Silicon Valley's enterprise
innovation ecosystem.

(3) Modularity logic is also closely linked to the Silicon Valley enterprise innovation ecosystem. On one hand,
product modular design is conducive to decomposition the digital platform of Silicon Valley enterprises into loosely
related modules, promoting enterprises to build hierarchical and stable modular platform architecture and standardized
interfaces, so that complementary parties can more easily participate in innovation, and thus enterprises can coordinate
the innovation ecosystem. In our observation, Silicon Valley enterprises attach particular importance to integrating
complementary parties with professional capabilities, strengthening the design and construction of professional and
loosely coupled enterprise innovation ecosystem, and thus promoting innovation fission. On the other hand,
organizational modularity enables Silicon Valley enterprises to eliminate innovation friction with external partners,
reduce the cost of organization and coordination, and improve the efficiency of innovation management. In this
scenario, the modularity embedded coordination mechanism replaces the traditional administrative orders, and acts as
main governance means of the Silicon Valley enterprise innovation ecosystem.

Finally, we discuss our conclusions and corresponding implications based on the research findings. The
contributions of this paper can provide reference for Chinese enterprises, as well as other regional enterprises during
their exploration of disruptive innovation.

Key words: disruptive innovation; enterprise innovation ecosystem; platform; modularity; Silicon valley
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