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o]Z1 Q1 59 Shf= WA A4bER| o] b FASATh HojAFA =] A-FRA L} YA
A= AR oE AHlE ARSIITE At Sl Anlo) B AR A2 vk
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At SRRl A GEAF oA HelE wi— skt A= F FA7F g S 544
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SR ]"43

H eHes ofgrll AR S5 7lse skt o2t ¥Y &5 EE8ls)
T 2RI YRS BESHO] AL F4T o LRI 257 WA S Aol
G 957 e W BSE ook ool TETc el SRS AT 5 9
a1, AAE Y] AR ZAE ST 4= Aok WA AljolM = ek UY £
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AL FAsto] 1P 2ol 22 E thE BHeA| Sjafol] AlEste] AMRE e AR ARSI
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F3p7t A= Sieh A Elshd, 1990 o] el IDM-2 A 2t He| W A ke 75
k= b B2 w2} AR FaEteE v, 1990 o] Fofli= A YF-E Asslehe
A I E Qo5 FH== EDA(Electronic Design Automation) AL} A7) & WY 528 7))
ok 1P A gAgste] 7EAAkE 23] A4S thRlal, IDM O fPdoll =x1517] A%
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I TSMC= A$AAZE T2 7195 o157 Elsto] A&2 oz HAlo] A3
= A2EE AE5HEA A EAL WA, AupEZS] R Q%S Sk AP(Application
Processor) 2] 7495 WAL TSMC7} AHAIH) plAls-8S 7Hdshd AP &7 7iA= AL A

T



128 FEEmtR, 518 Hak

2 ARE S 5 QUrh 1Y TSMCZF 2AF ShARiar A B3 22 2| ojate]
AP 50| AFgoR HYEE 212 ofth HWEs IAEES MR S8 Sl Ales
AldABRL TSMCS] 241 5744 ks sfoftt s o] ol Fofxict. thA] =2, vk
Ao A §lols A 78] e = o ik wAls A As ek AZES]of
= 7Nk EDA AL 2RI 5740l S| 2B S 7dshA] ohomd = 2l
7k XH“?ﬂﬂE gkl ool k= Aotk of7]ofl Tiste, IP SlARse] AH4l9] Bto|He
gell 9= B8 555s MEE 5780l St AdAlskL 81 2Y =5 2771 8l

= As A3 o s SIS EHA) ol wheltt,

TSMC+= i34 4l E235<1 OIPe] 5ol EDA A9 IP AAIE Eo159aL o=
T} 7 DAL FALS 7R3HA 7] AYEiA] 98-S 3HITHNenni and McLellan, 2013).
TSMC+= EDA 3RS} gols ol “150] it A Abse) AT ESoR WHEAlS
AAE B TSMC] ZA HAlE oA Arto] 7hsole s eds ob7]A] edglet. ]
TSMC= 1P Ae] wi&3t TSMCO] wiE5 ASAIA, IP fAlEe] SA2] oS ol
7] Sfal ApEA O A 5] She E UY S5S JiEshal Ao of=ek A
AZE 2hA kA 5ok shelth. Tk TSMC= AR AldAE 1P 2ol Hef=of 9l
= 29 &5 TSMCoAlM ik 7Rse7hs of2] 55 o vhre] QISskalrt. wabA] of
22t QIS o= & o Sle TSMCE 2| A= 530 J2 UE 252 A= &
ojaL, Wi Sa°] w2 UE 5= T2 8ot AlAlE Aide] Aol Ses Sout
. TSMC= = ALAARS 8l 1P SlAS= d53to] thaft IP7F TSMC *(H*PiﬂXﬂfl}
ogto] Hes lué‘ﬁ}":“’% —LE]3L TSMCe| AP A| 915 o]-83to] ARMO|H MIPS 5
BAEt *JOP@] MC AP ARSRS A7 ¥ 4= A 3k

REeA| AR} H27he2 TSMC7F sHEU S AEAIE |/ Aol 4452 sitolal
31, A 9= A A ARRe] WA Eo] ElQickal 7323 (Nenni and McLellan, 2013). Z} %3

qo A7ldsel Bds Edl HAlE 7IEststalct. ook NEEA| WﬂE M *,HEHﬁl?J
olE 719 ® 8ot Wl PAl= wEA AAlE SAIR ABAZ
Abdule] digt FA} vlg5 A Bart qlolAHA pelds Alard o= 9l J”Blé
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How Did TSMC Defend Its Leadership Position
against Competitive Challenges from China?

Jeho Lee™

The State Council in China announced the ‘Made in China 2025 policy, the goal of
which is to have China increase its self-sufficiency rate for semiconductors to 70 percent
by 2025. Recently, with strong support from Chinese governments, Chinese entrants have
begun to achieve this goal by aggressively building their own fabrication plants for memory
chips. This poses the greatest challenge to Korean semiconductor companies. If they cope
with this challenge effectively, the Korean semiconductor companies may be able to further
strengthen their competitiveness. Otherwise, they may follow in the footsteps of the demise of
Japanese semiconductor companies. This paper provides implications for Korean companies by
analyzing the competitive strategy of Taiwan Semiconductor Manufacturing Company Limited
(TSMC), which created the foundry business model and offered manufacturing services for
other semiconductor companies. TSMC successfully defended its leadership position against
Semiconductor Manufacturing International Corporation (SMIC), a national champion in
China. With the strong support from the municipal governments in China, SMIC tried to
catch up with TSMC by aggressively expanding its production capacity. Over the last ten year,
however, TSMC widened the gap with SMIC not only in the global foundry market but also
in the Chinese foundry market. It is rather evident that the rapid growth of the China market
and the strong government support had limited effects on improving SMIC’s competiveness
vis-a-vis TSMC. The key to TSMC’s competitive strategy is to invest in R&D to develop
leading-edge process technologies ahead of competition, while building long-term relationships

with its customers based on trust. This strategy helped TMSC to overcome cyclical downturns

*Professor, College of Business Administration, Seoul National University
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inherent in the semiconductor business and to accumulate retained carnings persistently,
allowing the company to continue to invest in R&D to stay at the forefront of technological
innovations. The widened gap between TSMC and SMIC can be explained by the emergence

of a virtuous cycle between increasing returns and investment.

Keywords: Semiconductor, Foundry, Competitive Strategy, China, Advantage



