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Abstract 

Taiwan's semiconductor industry has become a focal point in the escalating U.S.-China tech rivalry. At the center 

stands Taiwan Semiconductor Manufacturing Company (TSMC), the world’s top contract chipmaker, 

strategically positioned amid global tensions. As the competition intensifies, Taiwan has emerged as a key player 

in the international semiconductor supply chain. To mitigate geopolitical risks, global firms are adopting 

diversification strategies such as “China + 1” and “Taiwan + 1,” reshaping the foundry and packaging landscape. 

TSMC’s business model reflects this interdependence, with major revenue from U.S. clients while maintaining 

links to China. This balance illustrates Taiwan’s careful navigation of geopolitical risks. Given the strategic value 

of semiconductors for both military and civilian applications, any conflict would be highly disruptive. In 

response, Taiwan has adopted a multifaceted strategy—strengthening international partnerships, fostering 

innovation, and engaging in policy dialogues—to safeguard its chip ecosystem and maintain supply chain 

stability. By maneuvering through these complexities, Taiwan seeks to sustain its technological edge and 

economic security. Growing global interest, such as Italy’s pursuit of chip partnerships, underscores Taiwan’s 

expanding role in the tech world. Taiwan’s semiconductor story encapsulates broader global tensions, illustrating 

how it balances economic goals with strategic necessity in an interconnected age. 

Keywords: semiconductor supply chain, chip manufacturing, U.S.-China technology competition, geopolitical 

dynamics, strategic positioning 

1. Introduction 

The global semiconductor industry, a cornerstone of modern technology, has remarkably evolved over the 

decades. Transitioning from simple transistors to complex integrated circuits and driving innovation across 

numerous sectors, but amidst there is an escalating technological rivalry between the United States and China, 

marked by trade restrictions and intellectual property disputes. This has stirred the global semiconductor 

landscape, leading to a bifurcation of technological standards and challenging existing industrial alliances. 

Centered in this rivalry is Taiwan, home to Taiwan Semiconductor Manufacturing Company (TSMC), the 

world’s largest independent semiconductor foundry service provider. TSMC’s advanced manufacturing 

capabilities have cemented Taiwan’s pivotal role in the global semiconductor landscape, while serving a myriad 

of customers worldwide, including major tech firms from both the U.S. and China.  

The ongoing U.S.-China tech rivalry elevates Taiwan’s strategic significance, as its semiconductor 

manufacturing capabilities are indispensable for maintaining the technological edge and supply chain integrity 

for numerous global tech firms. Taiwan’s unique geopolitical position, coupled with its unparalleled 

technological expertise in semiconductor manufacturing, places it at the epicenter of a power competition, where 

its actions and alliances could profoundly impact the global tech landscape. The title that Semiconductors and 

the Great Power Game: How Taiwan Finds Its Footing Amidst US-China Tech Rivalry encapsulates the essence 

of Taiwan navigating through this intricate geopolitical and technological terrain, while striving to balance its 

economic ambitions with geopolitical exigencies amidst the broader U.S.-China tech opposition. 

1.1 Background on the Global Semiconductor Industry Landscape 

The semiconductor industry is a cornerstone of modern technology, driving innovation and growth in numerous 
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sectors, such as computing, telecommunications, and consumer electronics (Wright, 2021). This industry has 

witnessed remarkable advancements over the decades, transitioning from simple transistors to complex 

integrated circuits embedded in nearly every electronic device today. The global semiconductor landscape is 

characterized by intense competition, rapid technological advancements, and significant capital investments 

(Yeung, 2022). Additionally, the industry’s global supply chain is interlinked with different stages of 

semiconductor manufacturing scattered across various regions, which makes it a true global enterprise.  

1.2 Overview of the Escalating Technological Rivalry Between the United States and China and Its Implications 

The technological rivalry between the United States and China has escalated in recent years, formed through 

trade restrictions, accusations of intellectual property theft, and competition for dominance in key technological 

fields (Wong, 2021). This rivalry has significant implications for the global semiconductor industry. The U.S., 

with its technological prowess and innovative companies, has long been a leader in semiconductor design and 

innovation (Huggins, Johnston, Munday & Xu, 2023). On the other hand, China, with its vast market and 

manufacturing capabilities, has been striving to achieve self-sufficiency and global leadership in semiconductor 

production. This escalating rivalry has led to a divergence in technology standards, supply chains, and markets, 

thereby challenging the global semiconductor industry’s existing frameworks and alliances. 

1.3 Significance of Taiwan and Taiwan Semiconductor Manufacturing Company (TSMC) in the Global 

Semiconductor Supply Chain 

Taiwan plays a crucial role in the global semiconductor supply chain, chiefly through TSMC, which stands as the 

world’s largest independent manufacturer of semiconductor chips (Hwang & Huang, 2023). TSMC’s advanced 

manufacturing capabilities, particularly in producing high-end chips with small node sizes, have positioned 

Taiwan as a pivotal player in the global semiconductor landscape. The company serves a spectrum of customers 

across the globe, including major tech firms from both the United States and China. Amidst the U.S.-China tech 

rivalry, Taiwan’s strategic significance has been magnified, as its semiconductor manufacturing capabilities are 

crucial for maintaining the technological edge and supply chain integrity of many global tech firms. Furthermore, 

Taiwan’s geopolitical position, coupled with its technological expertise in semiconductor manufacturing, places 

it at the heart of the great power competition, where its actions and alliances could significantly impact the 

global tech landscape and beyond.  

The dynamics of the U.S.-China tech rivalry and Taiwan’s vital role in the global semiconductor supply chain 

both present a complex narrative filled with opportunities and challenges. As Taiwan navigates through these 

intricate geopolitical and technological waters, its strategies and partnerships will likely shape not only its own 

semiconductor industry, but the broader global tech rivalry between the U.S. and China as well. 

1.4 State Hypotheses and Their Correspondence to Research Design 

After you have introduced 'the problem and have developed the background material, explain your approach to 

solving the problem. In empirical studies, this usually involves stating your hypotheses or specific question and 

describing how these were derived from theory or are logically connected to previous data and argumentation. 

Clearly develop the rationale for each. Also, if you have some hypotheses or questions that are central to your 

purpose and others that are secondary or exploratory, state this prioritization. Explain how the research design 

permits the inferences needed to examine the hypothesis or provide estimates in answer to the question. 

2. Strategic Positioning of Taiwan’s Semiconductor Industry 

The rise of Taiwan’s semiconductor industry is marked by the establishment of Taiwan Semiconductor 

Manufacturing Company (TSMC) in 1987, which pioneered the dedicated foundry model, distinguishing itself 

from the then-prevailing integrated device manufacturer model. This innovation allowed TSMC to become a 

trailblazer in contract semiconductor manufacturing. Presently, under TSMC’s mantle, Taiwan has become a key 

player in the global semiconductor supply chain. The company, integral to Taiwan’s economy, also plays a 

crucial role globally, especially with the rising demand for advanced chips. Amid escalating global technological 

competition and geopolitical tensions, Taiwan is fortifying its semiconductor industry through heavy investments 

in research and development (R&D). To sustain a skilled workforce, initiatives to bolster science, technology, 

engineering, and mathematics (STEM) education have been put in place. With the unfolding U.S.-China tech 

rivalry, Taiwan is forging new alliances and diversifying its supply chains to reduce reliance on a sole market. 

Ongoing efforts to upgrade infrastructure, strengthen intellectual property safeguards, and create an 

innovation-conducive environment could secure Taiwan’s notable standing in the global semiconductor 

landscape amidst shifting geopolitical and technological dynamics. 
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2.1 Historical Development and Rise of TSMC as a Trailblazer in Contract Semiconductor Manufacturing 

The creation of Taiwan’s semiconductor industry is deeply intertwined with the formation and rise of TSMC 

(Hwang & Huang, 2023). Established in 1987, it pioneered the dedicated foundry model in the semiconductor 

sector, diverging from the then-prevalent integrated device manufacturer model. This innovative approach 

allowed TSMC to specialize in manufacturing semiconductors for design firms without competing with them in 

the market. Over the decades, through substantial investments in R&D and expansion of its manufacturing 

capabilities, TSMC emerged as a trailblazer in contract semiconductor manufacturing, marking Taiwan’s 

position on the global semiconductor map. 

2.2 Current Standing and Strategic Significance of Taiwan’s Semiconductor Sector in the Global Market 

With TSMC at its helm, Taiwan stands as a critical player in the global semiconductor supply chain (Rigger, 

2021). TSMC’s unparalleled expertise in advanced node manufacturing has made it the go-to foundry for global 

tech giants. The strategic significance of Taiwan’s semiconductor sector extends further beyond TSMC. The 

island is home to a multitude of semiconductor firms excelling in various positions, while contributing to a 

robust and comprehensive semiconductor environment. This sector is not only a cornerstone of Taiwan’s 

economy, but also a hub in the global supply of semiconductors, especially at a time when the demand for 

advanced chips is crucial across sectors. 

2.3 Taiwan’s Efforts to y and Sustain Its Semiconductor Industry Amidst Global Technological Competition 

In the face of escalating global technological competition and geopolitical tensions, Taiwan has been working 

diligently to fortify and sustain its semiconductor industry. The government and industry stakeholders have been 

heavily investing in R&D to maintain a technological edge in the market (Rigger, 2021). Furthermore, to ensure 

a steady supply of a skilled workforce, initiatives to bolster STEM education and training programs have been 

put in place (Feigenbaum, 2020). Amidst the U.S.-China tech rivalry, Taiwan has also been exploring new 

alliances and partnerships to diversify its supply chains and reduce dependency on a single market. Additionally, 

there is an ongoing effort to upgrade infrastructure, enhance protection of intellectual property, and create a 

conducive environment for innovation, ensuring that Taiwan remains a formidable player in the global 

semiconductor arena amidst the shifting geopolitical and technological landscape.  

3. Transition in Global Manufacturing Strategies 

The “China + 1” and “Taiwan + 1” paradigms are strategies adopted by global semiconductor firms to diversify 

manufacturing bases amidst geopolitical and supply chain challenges by expanding operations beyond China or 

Taiwan (Lee & Reilly, 2023). This aims to mitigate over-reliance risks and tap into new markets. These strategies 

of transitioning are reconfiguring the global semiconductor industry, which pose both challenges and 

opportunities for Taiwan. These tactics underscore Taiwan’s crucial role, while highlighting the need for 

continuous innovation amidst rising competition. Moreover, it is prompting a global supply chain realignment, 

altering the industry’s competitive dynamics. One instance of transitioning is the Taiwan-Italy collaboration 

aiming to diversify semiconductor production bases, which marks a step towards decentralizing manufacturing 

and fostering a resilient and diversified semiconductor ecosystem. This collaborative endeavor illustrates how 

cross-border partnerships can reshape the global semiconductor landscape, making it more resilient and 

innovation-conducive amidst ever-evolving geopolitical and technological scenarios. 

3.1 Examination of the “China + 1” or “Taiwan + 1” Paradigm Adopted by Global Semiconductor 

Corporations 

The “China + 1” and “Taiwan + 1” paradigms have emerged as significant strategies among global 

semiconductor corporations seeking to diversify their manufacturing bases amidst geopolitical uncertainties and 

supply chain disruptions (Lee & Reilly, 2023). These paradigms entail establishing or expanding manufacturing 

capacities in countries apart from China or Taiwan, respectively, so as to mitigate risks associated with 

over-reliance on a single geographical location. Through this approach, companies aim to not only ensure 

continuity in operations, but also to tap into new markets and technological ecosystems. 

3.2 Implications of These Transitioning Manufacturing Strategies on Taiwan and the Global Foundry and 

Packaging/Testing Industry Landscape 

The transitioning manufacturing strategies are reconfiguring the global foundry and packaging/testing industry 

landscape, bringing about both challenges and opportunities for Taiwan (Feigenbaum, 2020). On the one hand, 

the “Taiwan + 1” model underscores the island’s critical role in the semiconductor sector, while opening up 

avenues for international collaborations. On the other hand, it highlights the increasing competition and the need 

for Taiwan to continuously innovate and upgrade its technological capabilities as well. Furthermore, these 
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transitioning strategies are prompting a realignment of global supply chains, therefore altering the competitive 

dynamics and operational modalities within the semiconductor industry (Rigger, 2021). 

3.3 Case study: Collaborative Endeavors, Like the One With Italy, to Diversify Semiconductor Production Bases 

One exemplary collaborative endeavor is the burgeoning partnership between Taiwan and Italy aimed at 

diversifying semiconductor production bases (Ciani & Nardo, 2022). This collaboration signifies a step towards 

decentralizing semiconductor manufacturing and reducing dependencies on specific regions. By pooling 

resources, expertise, and technological know-how, Taiwan and Italy plan to foster a resilient and diversified 

semiconductor ecosystem that can better withstand geopolitical tensions and supply chain disruptions. This case 

exemplifies how cross-border collaborations can potentially reshape the global semiconductor manufacturing 

landscape, rendering it more resilient and conducive to innovation amidst the ever-evolving geopolitical and 

technological scenario. 

4. Geopolitical Implications 

The U.S.-China technological rivalry significantly impacts Taiwan’s semiconductor sector, highlighting its 

crucial role in the global semiconductor supply chain, which is led by TSMC. While the rivalry presents 

economic opportunities for Taiwan, the geopolitical intricacies pose challenges, including potential military 

confrontations and altered trade policies affecting semiconductor supply chains. The potential conflict scenarios 

over Taiwan could disrupt global semiconductor access, thereby impacting both military and civilian 

technologies. In military domains, advanced semiconductors are critical for modern warfare systems, whereas in 

civilian realms they power the digital economy. Conflict could lead to a bifurcation in technology standards, 

which could slow technological progress and increasing costs globally. The situation underscores the need for 

diplomacy and multilateral cooperation to ensure a stable geopolitical environment, uninterrupted global 

semiconductor access, and continued technological innovation amidst the U.S.-China rivalry. 

4.1 Analysis of the Economic Allure and Geopolitical Ramifications of the U.S.-China Contention on Taiwan’s 

Semiconductor Sector 

Given its pivotal role in the global semiconductor supply chain, the U.S.-China technological rivalry has brought 

Taiwan’s semiconductor sector into the spotlight. (Feigenbaum, 2020). The economic allure stemming from this 

rivalry with Taiwan is substantial. With its leading semiconductor firm (TSMC), Taiwan has a significant 

advantage in high-end semiconductor manufacturing. The growing demand for advanced chips, fueled by digital 

transformation across sectors, presents lucrative opportunities for Taiwan’s semiconductor sector (Kotasthane & 

Manchi, 2023). 

With geopolitical ramifications being so complex and multifaceted, any shift in U.S. and China policies towards 

Taiwan could have profound implications. The U.S., aiming to reduce its reliance on technology from China, 

may look towards strengthening its ties with Taiwan, which could result in increased investments and 

technological collaborations. Due to the country aspiring to become self-reliant in semiconductors, China may 

perceive Taiwan’s semiconductor prowess as both a competition and an asset, given the historical claims and 

tensions across the Taiwan Strait (Hwang & Huang, 2023). 

Export controls and trade restrictions imposed during this rivalry have forced semiconductor companies to 

re-evaluate their supply chains (Jelinek, 2023). While these measures may temporarily benefit Taiwan by 

diverting business from restricted entities, they could also pose as challenges. For instance, ensuring compliance 

with varying and evolving trade regulations can be resource-intensive. 

The geopolitical contention exposes Taiwan to risks of political and military confrontations (Feigenbaum, 2020). 

The U.S. support for Taiwan is perceived as a countermeasure against China’s rising influence, which could 

escalate tensions in the region. Simultaneously, China’s assertive claims over Taiwan pose a persistent threat. 

The delicate geopolitical scenario necessitates a balanced approach from Taiwan to leverage economic 

opportunities while mitigating risks. 

In conclusion, the U.S.-China tech rivalry presents a double-edged sword for Taiwan’s semiconductor sector. The 

economic allure is juxtaposed against a backdrop of geopolitical intricacies, which require astute strategic 

positioning, diplomatic finesse, and robust contingency planning to navigate. 

4.2 Assessment of Potential Conflict Scenarios Over Taiwan and Their Impact on Global Semiconductor Access, 

Focusing on Military and Civilian Technologies 

The specter of a potential conflict over Taiwan amidst the U.S.-China rivalry has far-reaching implications for 

global semiconductor access, underpinning both military and civilian technologies. In military domains, 
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semiconductors are integral for modern warfare systems, which include radar, missiles, and communication 

systems (Lu, Wang, Wang & Guo, 2023). The U.S. and its allies heavily rely on cutting-edge semiconductor 

technologies to maintain a strong military advantage. Conversely, China’s ambitions to modernize its military 

also drive its need for advanced semiconductors. A conflict scenario over Taiwan could disrupt the global 

semiconductor supply chain, affecting military preparation and operations internationally. 

On the civilian front, semiconductors are ubiquitous in today’s digital economy, powering everything from 

smartphones, to autonomous vehicles, and critical infrastructure (Vagadia, 2020). A disruption in semiconductor 

supply could halt production lines, impede technological advancements, and have a cascading effect on the 

global economy. Potential conflict scenarios range from diplomatic spats escalating into trade embargoes or, in 

extreme cases, military confrontations. Any such scenario could lead to a significant realignment of global 

semiconductor supply chains, as countries and companies scramble to secure reliable semiconductor sources. 

A conflict could provoke a division in technology standards, leading to a fragmented global semiconductor 

industry (Sepasspour, 2023). This fragmentation could slow down global technological progress and increase 

costs, because firms would need to comply with disparate standards and navigate a more complex geopolitical 

landscape. 

In conclusion, the potential conflict scenarios over Taiwan underscore the pressing need for a stable geopolitical 

environment, ensuring uninterrupted global semiconductor access and continued technological innovation. The 

stakes are high, not just for the principal factors in the U.S.-China rivalry, but for the global community, 

underscoring the critical importance of diplomacy and multilateral cooperation in navigating these complex 

challenges. 

5. Taiwan’s Strategic Maneuvers 

Taiwan’s strategic maneuvers amid escalating U.S.-China geopolitical tensions focus on bolstering its 

semiconductor sector, which is also crucial for maintaining its global technological standing. Key strategies 

include strengthening the domestic semiconductor industry through substantial investments in R&D, nurturing a 

skilled workforce, and enforcing robust intellectual property (IP) protections. On the international front, forging 

alliances, engaging in policy dialogues, and diversifying trade relationships form the forefront of Taiwan’s 

approach to navigate geopolitical intricacies (Malkin & He, 2023). Technological innovations are pursued 

relentlessly to sustain its competitive edge. Additionally, crisis preparedness and supply chain diversification are 

imperative to mitigate potential disruptions and ensure a steady semiconductor supply to global markets. 

Through these multifaceted strategies, Taiwan aims to shield its semiconductor industry from geopolitical 

discord, preserve its technological vanguard, and ensure the integrity of global semiconductor supply conduits, 

so to secure a stable trajectory for its semiconductor sector amidst global tech rivalry and geopolitical 

uncertainties. 

5.1 Taiwan’s Strategies to Shield Its Semiconductor Industry and Preserve Its Technological Vanguard Amidst 

Geopolitical Tensions 

In the face of escalating geopolitical tensions, notably between the U.S. and China, Taiwan has been shot into the 

limelight owing to its prowess in semiconductor manufacturing (Wong, 2021). The global reliance on Taiwan’s 

semiconductor sector, with TSMC at the helm, has made the nation a significant player in the high-stakes 

geopolitical arena. However, this prominence comes with a myriad of challenges that necessitate strategic 

maneuvers to shield its semiconductor industry and sustain its technological vanguard. 

One pivotal strategy employed by Taiwan involves strengthening its domestic semiconductor industry 

(Kotasthane & Manchi, 2023). This encompasses substantial investments in R&D to foster innovation and 

maintain a competitive edge in semiconductor manufacturing. By relentlessly pursuing technological 

advancements, Taiwan aims to stay at the forefront of the global semiconductor landscape. Additionally, 

nurturing a skilled workforce through education and training programs in STEM fields is vital to sustain the 

industry’s growth and innovation.  

Taiwan has been proactive in establishing and nurturing international alliances (Mazzucato, 2021). These 

alliances are important for diversifying its semiconductor trade, attracting foreign investments, and facilitating 

technological exchanges. By aligning with like-minded nations, Taiwan can bolster its international standing and 

mitigate risks associated with over-dependence on a single market or region (Glaser & Funaiole, 2019). 

Collaborative ventures in semiconductor R&D and manufacturing also present modes for shared technological 

advancements, which are instrumental in preserving Taiwan’s technological advantage amidst a rapidly evolving 

global tech landscape.  
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Engaging in robust IP protection is another solid strategy (Song & Chen, 2023). By enforcing stringent IP laws 

and regulations, Taiwan seeks to safeguard its technological innovations and create a conducive environment for 

R&D. This not only protects domestic semiconductor firms, but also attracts international tech firms to invest 

and collaborate with Taiwan entities, thereby enhancing its technological ecosystem.  

Taiwan has been diligent in navigating the complex regulatory landscape associated with the global 

semiconductor trade (Martin, Baldwin, DeLuca, Sanchez, Hvizda, Smith & Whitehead, 2023). Engaging in 

policy dialogues at international forums, advocating for favorable trade policies, and ensuring compliance with 

global trade regulations are part of Taiwan’s endeavors to secure its semiconductor supply chains (Date, 2021). 

By actively participating in global trade discussions, Taiwan can influence policy frameworks that impact the 

semiconductor industry and ensure a conducive global trade environment.  

Amidst the U.S.-China tech rivalry, diversifying supply chains and exploring new markets are prudent strategies 

(Kuik, 2021). By reducing reliance on a single market and establishing alternative supply routes, Taiwan can 

mitigate potential disruptions in its semiconductor trade, thereby ensuring a steady flow of semiconductor 

products to global markets.  

Preparing for contingencies and developing robust crisis management frameworks are indispensable (Pearson & 

Mitroff, 2019). Given the geopolitical flashpoints surrounding Taiwan, having well-thought-out contingency 

plans can ensure the resilience and continuity of its semiconductor industry in the face of unforeseen disruptions.  

In conclusion, a confluence of strategic initiatives spanning domestic industry strengthening, international 

alliances, IP protection, policy engagement, supply chain diversification, and crisis preparation forms the 

bedrock of Taiwan’s tactics. These maneuvers are instrumental in shielding its semiconductor industry, 

preserving its technological vanguard, and navigating the intricate geopolitical tensions that significantly impact 

the global semiconductor ecosystem. Through these strategic endeavors, Taiwan strives to secure a stable and 

prosperous trajectory for its semiconductor sector amidst the global tech rivalry and geopolitical discord. 

5.2 Exploration of International Alliances, Technological Innovations, and Policy Dialogues as Avenues for 

Ensuring the Integrity of Global Semiconductor Supply Conduits 

In the semiconductor domain, the rapidly changing geopolitical and technological landscapes necessitate 

multifaceted strategies to ensure the integrity and resilience of global supply conduits. For Taiwan, being a 

pivotal player in the global semiconductor ecosystem, exploring international alliances, fostering technological 

innovations, and engaging in policy dialogues are crucial avenues to navigate these complex dynamics. 

5.2.1 International Alliances 

International alliances play a pivotal role in fortifying Taiwan’s semiconductor sector, as they facilitate access to 

new markets, attract foreign investment, and promote collaborative R&D. These strategic partnerships, 

particularly with nations sharing democratic values and technological ambitions, help Taiwan counteract 

geopolitical pressures, especially from the U.S.-China tech rivalry. Collaborations in semiconductor R&D and 

manufacturing, through alliances with global entities, lead to shared technological advancements. This 

collaboration not only reduces regional dependencies, but also strengthens the resilience of the global 

semiconductor supply chain, as pointed out by various experts in the field (e.g., Glaser & Funaiole, 2019; Hwang 

& Huang, 2023; Martin et al., 2023). Such concerted efforts are vital for Taiwan to maintain its leadership in 

semiconductor technology and innovation, while contributing to the stability and progress of the global 

semiconductor industry amidst complex geopolitical dynamics. 

5.2.2 Technological Innovations 

Taiwan’s sustained leadership in the semiconductor sector is anchored in its commitment to continuous 

technological innovation. This commitment, as noted by Hwang and Huang (2023), involves significant 

investment in R&D and cultivating a culture that prioritizes innovation while attracting top talent. By focusing 

on emerging technologies like quantum computing, artificial intelligence, and advanced materials, Taiwan 

positions itself at the forefront of semiconductor manufacturing, as highlighted by Kotasthane and Manchi 

(2023). Additionally, as Zhou and Coplin (2022) emphasize, nurturing an ecosystem that supports start-ups and 

innovation hubs is crucial. This approach not only drives disruptive technologies, but also enhances the 

competitiveness and robustness of Taiwan’s semiconductor industry, ensuring it remains a key player in the 

global market. 

5.2.3 Policy Dialogues 

Engaging in policy dialogues at national and international levels is fundamental for Taiwan to shape a regulatory 
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landscape conducive to the semiconductor industry’s growth, as Hwang and Huang (2023) note. This 

engagement offers Taiwan a platform to voice its concerns and to advocate for fair trade practices. Active 

participation in international forums and trade-related organizations, as Hauge (2020) suggests, enables Taiwan 

to influence global policy frameworks, aligning them with its interests and those of the global semiconductor 

community. Furthermore, as Cossa (1996) and Ikenberry (2004) highlight, bilateral and multilateral dialogues 

foster understanding and cooperation among nations, including Taiwan, thus reducing the risks associated with 

geopolitical tensions and trade disputes. Through these dialogues, Taiwan can significantly contribute to shaping 

international relations and policies, adeptly navigating the complexities of global tech rivalry and trade 

dynamics. 

5.2.4 Ensuring Supply Chain Integrity 

In response to recent disruptions in global supply chains, Taiwan’s strategic approach involves leveraging its 

technological capabilities and international alliances to diversify its supply chain (Wong, 2021). This strategy 

aims to minimize dependency on specific regions or entities (Hauge, 2020). Additionally, Taiwan seeks to 

collaborate with reliable international partners by implementing robust supply chain management practices and 

utilizing blockchain technology for enhanced traceability (Wang, Han & Beynon-Davies, 2019). These measures 

are designed to create a more resilient and transparent global semiconductor supply chain, adapting to the 

dynamic demands of the current economic environment. 

5.2.5 Fostering a Favorable Regulatory Environment 

Establishing a favorable regulatory environment is crucial for Taiwan’s semiconductor industry to attract 

investment and foster innovation (Feigenbaum, 2020). Simplifying regulatory processes can make it easier for 

businesses to operate and innovate (Bauer & Bohlin, 2022). Strengthening IP protections is vital to safeguard 

technological advancements and encourage further R&D (Deng, Lu, Hong, Chen & Yang, 2019). Additionally, 

offering incentives for R&D can stimulate innovation, therefore driving the industry forward. These measures 

collectively create an environment conducive to the growth and competitiveness of Taiwan’s semiconductor 

industry, which are essential in the global tech landscape. 

5.2.6 Preparing for Geopolitical Uncertainties 

Recognizing the geopolitical uncertainties and their potential impact on the semiconductor sector, Taiwan places 

great emphasis on developing robust contingency plans and crisis management frameworks (Feigenbaum, 2020). 

These strategies are essential to safeguard the continuity and resilience of its semiconductor industry, which is a 

cornerstone of both its economy and global technology supply chains. Contingency plans focus on addressing 

various scenarios, from supply chain disruptions to diplomatic or military conflicts, in order to ensure Taiwan 

can swiftly and effectively respond to different challenges. Crisis management frameworks involve coordinated 

efforts across government and industry sectors, emphasizing the importance of agility, resource allocation, and 

strategic communication (Ansell, Sørensen & Torfing, 2023). By preparing for a range of potential situations, 

Taiwan aims to minimize the impact of geopolitical events on its semiconductor sector, thereby maintaining its 

critical role in the global technology landscape. 

In conclusion, a holistic approach encompassing international alliances, technological innovations, and policy 

dialogues is imperative for Taiwan to ensure the integrity of global semiconductor supply conduits. By 

strategically navigating these modes, Taiwan can fortify its position in the global semiconductor landscape, 

contributing to a more resilient, innovative, and cooperative global semiconductor ecosystem amidst the 

prevailing geopolitical and technological challenges. Through these strategic endeavors, Taiwan not only 

enhances its own semiconductor sector, but also contributes significantly to the stability and progress of the 

global semiconductor industry. 

6. Economic and Geopolitical Assessment 

The intertwining of economic and geopolitical factors in the context of Taiwan’s semiconductor industry is 

profoundly influenced by the ongoing U.S.-China tech rivalry (Moldicz, 2021). Economically, Taiwan’s 

semiconductor sector, led by TSMC, plays a crucial role in its GDP and the global technology supply chain, with 

significant implications for advanced chip manufacturing (Rigger, 2021). Taiwan geopolitically finds itself at the 

center of the U.S.-China contention, balancing its role as a critical supplier to both nations (Feigenbaum, 2020). 

This has led to increased U.S. collaboration and investment in Taiwan, while simultaneously posing challenges 

in its relationship with China, which is especially emboldened by China’s push for technological self-reliance. 

The tech rivalry has not only bolstered Taiwan’s global standing, but also compelled it to diversify its markets 

and bolster technological innovation (Chen, 2022). 
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 The island nation is navigating a complex geopolitical landscape, marked by shifting alliances and a bifurcation 

in global technology standards. Taiwan’s strategic responses include fortifying its semiconductor industry 

through R&D, diversifying international partnerships, and engaging in policy dialogues to navigate the 

challenges posed by the U.S.-China tech rivalry (Hwang & Huang, 2023). These efforts are directed towards 

maintaining its competitive edge and ensuring its economic prosperity and geopolitical stability in a rapidly 

changing global context. The balancing act of leveraging economic strengths and managing geopolitical 

dynamics is crucial for Taiwan’s sustained prominence in the global semiconductor arena, all the while 

navigating these evolving challenges. 

6.1 Fusion of Economic Analysis and Geopolitical Evaluation to Illuminate Taiwan’s Ventures in Securing a 

Stable Foothold in the Volatile Global Semiconductor Habitat 

Taiwan’s position in the global semiconductor landscape is a complex interplay of economic prowess and 

geopolitical maneuvering. The island’s semiconductor industry, led by TSMC, is not just an economic 

powerhouse, but also a focal point in global geopolitics (Hwang & Huang, 2023). Taiwan’s semiconductor sector 

economically contributes significantly to its GDP and global trade, marked by its dominance in advanced chip 

manufacturing. TSMC has established itself as a leader in the industry, capturing a substantial leading market 

share in the production of cutting-edge semiconductor technology. The economic impact of this sector is 

profound, not only within Taiwan, but across global technology supply chains. 

Taiwan’s semiconductor capabilities have garnered significant attention geopolitically amidst the U.S.-China 

tech rivalry (Rigger, 2021). The island nation’s strategic importance is heightened by its role as a critical supplier 

to tech companies in both the U.S. and China, thereby positioning itself at the center of this rivalry. The 

geopolitical dynamics surrounding Taiwan are complex and influenced by its unique relationship with China and 

the United States. The U.S. views Taiwan as a key ally in countering China’s technological ascent, which is 

reflected in various trade policies and technology collaborations. Conversely, China’s ambition for technological 

self-reliance and its historical claims over Taiwan add another layer of complexity. 

Taiwan has adeptly navigated these geopolitical waters by leveraging its economic strengths. The Taiwan 

government has invested heavily in R&D and infrastructure to sustain the industry’s growth (Hwang & Huang, 

2023). It has also implemented policies to attract foreign investment and forge international partnerships, further 

entrenching Taiwan’s position in the global semiconductor supply chain. 

The volatile nature of international relations, especially between the U.S. and China, poses continuous 

challenges. Taiwan’s economic reliance on semiconductor exports makes it vulnerable to global market shifts 

and political tensions (Wong, 2021). The trade war between the U.S. and China, for instance, has had ripple 

effects on Taiwan, forcing it to reassess its trade and foreign policies. 

In summary, Taiwan’s ventures in the semiconductor arena are a balancing act between leveraging its economic 

strengths and navigating the geopolitical minefield. Its success in maintaining a stable foothold in the volatile 

global semiconductor habitat hinges on its ability to adapt to the changing geopolitical landscape while 

continuing to drive economic growth through technological innovation. 

6.2 Examination of How the Ongoing U.S.-China Tech Rivalry Molds the Broader Geopolitical Landscape 

Affecting Taiwan’s Strategic Maneuvering in the Semiconductor Sphere 

The ongoing U.S.-China tech rivalry significantly impacts the global geopolitical landscape, particularly 

influencing Taiwan’s strategic positioning in the semiconductor industry. This rivalry, characterized by trade 

disputes, technology bans, and a race for technological supremacy, has created a new world order in tech with 

far-reaching implications. 

In Taiwan’s case, this rivalry presents both opportunities and challenges. On one hand, the U.S. push to reduce 

dependence on Chinese technology has led to its increased interest in Taiwan’ semiconductor capabilities 

(Daniels & Hunt, 2022). This has translated into greater investments, collaborations, and political support from 

the U.S., therefore bolstering Taiwan’s global standing in the industry. By recognizing the strategic importance 

of Taiwan’s semiconductor prowess in countering China’s rise, the U.S. has also sought to integrate Taiwan 

closer into its technology and security frameworks. On the other hand, China’s push for technological 

self-sufficiency poses a challenge for Taiwan (Zhang, 2023). As China accelerates its efforts to develop its 

semiconductor industry, it could reduce its reliance on Taiwanese imports, which could impact Taiwan’s 

economy (Martin et al., 2023). Moreover, China’s growing technological capabilities and assertive foreign policy 

stance raise concerns about Taiwan’s security and ability to maintain its position in the global semiconductor 

market. 
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The U.S.-China tech rivalry has also led to a bifurcation in the global technology landscape (Basu, 2023). 

Countries and companies are increasingly forced to choose sides, impacting global supply chains and technology 

standards. For Taiwan, this means navigating a complex web of alliances and partnerships, while balancing its 

economic interests with political pressures. 

Taiwan’s response has been to diversify its markets and invest in technological innovation to maintain its 

competitive edge (Hwang & Huang, 2023). The government has implemented policies to support the growth of 

the semiconductor industry, encourage R&D, and attract foreign talent. At the same time, Taiwan is 

strengthening its international partnerships by moving beyond its traditional reliance on the U.S. and China to 

engage with other countries in Europe, Southeast Asia, and beyond. 

In conclusion, the U.S.-China tech rivalry is reshaping the global geopolitical landscape in profound ways, 

presenting Taiwan with a unique set of challenges and opportunities. Taiwan’s strategic maneuvering in the 

semiconductor sphere is crucial for its continued economic prosperity and geopolitical stability. Its ability to 

adapt to the shifting dynamics of this rivalry will determine its future role in the global semiconductor industry. 

7. Conclusion 

Driven by its semiconductor industry, Taiwan’s strategic positioning amidst the U.S.-China tech rivalry reveals a 

dynamic interplay of economic opportunities and geopolitical complexities. TSMC’s leadership in 

semiconductor manufacturing, especially in advanced technologies, positions Taiwan as a crucial player in this 

rivalry. The growing global demand for advanced chips boosts Taiwan’s economy, but intertwines it with 

intricate geopolitical implications. Taiwan faces delicate balancing acts, navigating between the U.S. aim of 

decreasing reliance on technology from China and China’s own view of Taiwan’s capabilities as both 

competitive and strategically valuable. The adoption of “China + 1” or “Taiwan + 1” strategy by global 

corporations reflect a shift in manufacturing dynamics, emphasizing Taiwan’s role and the need for ongoing 

innovation.  

Taiwan’s response to current circumstances is enhancing its semiconductor capabilities, forming international 

alliances, and engaging in policy dialogues to maintain competitiveness and manage geopolitical risks. To ensure 

stability in the global semiconductor ecosystem, Taiwan is advised to strengthen R&D, build international 

alliances, enhance workforce development, improve IP protections, diversify supply chains, prepare for 

geopolitical uncertainties, and promote policy dialogues. These measures aim not only to bolster Taiwan’s 

position, but also to contribute to the global semiconductor industry’s resilience amid ever-evolving geopolitical 

dynamics. 

7.1 Synthesis of Key Findings to Understand Taiwan’s Strategic Positioning Amidst the U.S.-China Tech Rivalry 

Shaped by its unique strengths and challenges in the semiconductor industry, Taiwan’s strategic positioning in 

the U.S.-China tech rivalry is a multifaceted phenomenon. This analysis synthesizes the key findings from the 

study to better understand this positioning. 

7.1.1 The Prowess of TSMC and the Semiconductor Ecosystem 

With TSMC leading the charge, Taiwan has established itself as an indispensable player in the global 

semiconductor landscape (Kotasthane & Manchi, 2023). TSMC’s mastery in advanced semiconductor 

manufacturing, particularly in smaller node sizes, positions Taiwan at the forefront of this industry and also 

makes it a focal point in the U.S.-China tech rivalry (Scharre, 2023). 

7.1.2 Economic Implications 

The semiconductor sector is a significant contributor to Taiwan’s economy (Hwang & Huang, 2023). The 

increasing demand for advanced chips, driven by global digital transformation, presents lucrative opportunities 

for growth. However, this economic allure is interwoven with complex geopolitical ramifications. 

7.1.3 Geopolitical Tensions 

Taiwan’s strategic importance in semiconductors places it in a delicate position amidst the U.S.-China rivalry. 

While the U.S. seeks to reduce reliance on technology from China and strengthen ties with Taiwan, China views 

Taiwan’s capabilities both as a competitor to contest and a potential asset, given the historical context of the 

Taiwan Strait (Feigenbaum, 2020). 

7.1.4 The Impact of Global Manufacturing Shifts 

The “China + 1” or “Taiwan + 1” paradigms, adopted by semiconductor corporations globally, underscore the 

shifting dynamics in manufacturing strategies (Lee & Reilly, 2023). These changes highlight Taiwan’s role and 
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also emphasize the need for continual innovation and technological advancements. 

7.1.5 Strategic Maneuvers 

Taiwan’s response includes enhancing domestic semiconductor capabilities, forming international alliances, and 

engaging in policy dialogues. These efforts are geared towards maintaining a competitive edge, diversifying 

trade, and mitigating geopolitical risks (Huggins et al., 2023). 

7.2 Recommendations for Policy Measures and Strategic Initiatives to Foster Stability in the Global 

Semiconductor Ecosystem Amidst Evolving Geopolitical Dynamics 

To foster stability in the global semiconductor ecosystem amidst evolving geopolitical dynamics, several policy 

measures and strategic initiatives are recommended. 

7.2.1 Taiwan’s Strengthening R&D and Innovation 

Invest heavily in R&D to sustain technological leadership. Encourage innovation through incentives and support 

for start-ups and research institutions (Hwang & Huang, 2023). 

7.2.2 Building International Alliances 

Forge strategic partnerships with other nations to diversify markets and reduce dependency on any single entity. 

Participate actively in international forums to influence global semiconductor policies (Malkin & He, 2023). 

7.2.3 Enhancing Workforce Development: 

Prioritize STEM education and training programs to build a skilled workforce capable of sustaining industry 

growth. Collaborate with universities and research institutions to align educational programs with industry needs 

(Kotasthane & Manchi, 2023). 

7.2.4 Improving IP Protections 

Strengthen intellectual property laws to protect innovations and attract foreign investment. Work with 

international partners to establish standard IP frameworks and effectively combat infringement (Song & Chen, 

2023). 

7.2.5 Diversifying Supply Chains 

Develop alternate supply routes to mitigate risks associated with geopolitical tensions. Encourage companies to 

adopt resilient supply chain models that can withstand global disruptions (Hwang & Huang, 2023).  

7.2.6 Preparing for Geopolitical Uncertainties 

Develop contingency plans to address potential crises, which can include diplomatic, economic, or military 

conflicts. Engage in diplomatic efforts to de-escalate tensions and promote peaceful resolutions in the region 

(Feigenbaum, 2020). 

7.2.7 Promoting Policy Dialogue 

Advocate for fair trade practices and equitable policies in the semiconductor sector at the global level. Engage in 

bilateral and multilateral dialogues to foster understanding and cooperation among nations (Date, 2021). 

By implementing these recommendations, Taiwan can enhance its strategic positioning in the global 

semiconductor arena and also contribute significantly to the stability and resilience of the global semiconductor 

ecosystem in the face of evolving geopolitical challenges. 

8. Theoretical and Practical Contributions 

8.1 Theoretical Contributions 

This discourse on Taiwan’s strategic maneuvering amidst U.S.-China semiconductor rivalry offers several 

noteworthy theoretical contributions that advance our understanding of the interface between economic and 

geopolitical dynamics.  

First, it elucidates how the ongoing great power tech rivalry between the U.S. and China is catalyzing a 

realignment of the global semiconductor value chains. The adoption of flexible manufacturing paradigms, like 

“China+1” and “Taiwan+1”, by semiconductor firms exemplifies how geopolitical forces compel corporate 

strategies to evolve from static supply chain configurations to more adaptive networks (Lee & Reilly, 2023). This 

underscores the need for theoretical frameworks in global value chain analysis to incorporate geopolitical factors 

as key determinants shaping the topology and flows within cross-border production networks. 

Second, Taiwan’s strategic response to balance economic interests and geopolitical pressures provides insights 
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into how nation-states are adapting policy frameworks to secure competitive positioning in high-technology 

sectors that are increasingly being politicized and weaponized (Feigenbaum, 2020). Therefore, theoretical 

models explaining states’ technology and industrial policies must capture the growing impetus to align trade and 

innovation policies with geopolitical objectives. Taiwan’s approach of boosting R&D while simultaneously 

diversifying international partnerships exemplifies this alignment. 

Third, Taiwan’s critical role in the global semiconductor industry, despite historical political tensions with China, 

offers theoretical avenues to examine how economic interdependencies can sometimes override political 

opposition between states (Hwang & Huang, 2023). The “Silicon Shield” perspective posits that the strategic 

value of Taiwan’s semiconductor prowess creates incentives for cooperation and deterrence of military 

aggression from China. Integrating insights from international political economy and international relations 

theory is crucial to develop a holistic understanding of such phenomena. 

Lastly, the analysis reveals how subordinate players like Taiwan are proactively shaping great power posturing in 

strategic sectors like semiconductors. This calls for advancing theoretical frameworks from simplistic 

unidirectional perspectives to recognizing the agency of smaller states in geopolitical-economics (Date, 2021; 

Hwang & Huang, 2023). Taiwan’s policies and diplomatic engagement are ramping up its influence in the global 

semiconductor policy arena. Theoretical models must capture this multidirectional interaction between great 

powers and peripheral players within strategic industries. 

In summary, this discourse highlights critical areas for enriching the theoretical toolkits to examine the 

intersection between economics and geopolitics in the context of global high-technology sectors. Advancing 

conceptual perspectives on flexible production networks, alignment of industrial and foreign policies, deterrence 

through economic interdependence, and peripheral agency in geo-economics can enhance our explanatory power 

regarding the multifaceted strategies of nation-states within today’s interconnected yet conflictual technology 

domains. 

8.2 Practical Contributions 

The analysis of Taiwan’s positioning in the global semiconductor sphere yields important practical contributions 

for policymakers and industry leaders. 

First, the discourse underscores the importance of continuous R&D and innovation for Taiwan to sustain its 

competitive edge in semiconductors (Hwang & Huang, 2023). Policy measures like tax incentives, support for 

university and industry research collaboration, and STEM education are crucial to develop differentiated 

capabilities and move up the technology value chain (Kotasthane & Manchi, 2023). Industry players must foster 

a culture of experimentation, IP protection, and human capital development to stay on the frontier of 

semiconductor materials, design, and manufacturing processes (Date, 2021).   

Second, the evolution of flexible global production networks calls for policies to enhance supply chain visibility 

and resilience. Companies should strategically diversify suppliers and production locations to mitigate 

geopolitical risks. Digitization and blockchain solutions can potentially improve supply chain transparency, 

coordination, and responsiveness (Wang et al.,2019; Lee & Reilly, 2023). Policy frameworks on export controls 

must balance economic and security objectives. 

Third, broadening international partnerships through trade agreements, R&D consortia, and foreign direct 

investment (FDI) collaboration is imperative for Taiwan (Chen, 2022; Hwang & Huang, 2023). However, it must 

strategically identify partners based on complementarities in capabilities and alignment in values and interests. 

Policies should look beyond traditional targets to emerging innovation hubs in Southeast Asia, Europe, and 

beyond. At the same time, astute diplomacy is needed to carefully balance relationships with the U.S. and China.  

Fourth, Taiwan must leverage its semiconductor leadership to actively participate in international policy 

dialogues and institutions (Date, 2021; Malkin & He, 2023). Its firms should collaborate with global industry 

coalitions in developing technology standards and protocols. Taiwan’s policymakers can work through 

multilateral platforms to advocate for transparency, resilience, and security in global semiconductor value chains. 

Proactive agenda-setting and coalition-building can enhance Taiwan’s influence on issues affecting its strategic 

interests. 

Fifth, strengthening domestic cluster ecosystems is vital for semiconductor innovation. Government policies on 

skills, infrastructure, investment incentives, and regulatory streamlining should foster dense synergies between 

firms, research entities, suppliers, and customers within Taiwan. Vibrant regional clusters amplify innovation and 

new venture creation (Hwang & Huang, 2023). 

Finally, robust contingency planning is needed to address potential disruptions from geopolitical conflicts. 
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Scenario analysis, supply chain stress testing, inventory optimization, and production flexibility should all be 

part of risk management toolkits. Cross-sectoral coordination on crisis response and transparent communication 

is critical as well (Feigenbaum, 2020; Ansell et al., 2023). 

In summary, the recommendations herein highlight key areas of focus for policy and corporate strategies to 

reinforce Taiwan’s leadership in semiconductors. A blend of innovation policies, supply chain management, 

strategic trade and investment partnerships, institutional engagement, and cluster development can enable 

Taiwan to sustain its pivotal role in global technology value chains amidst intensifying great power competition. 
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