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Semiconductors and the CHIPS Act: The Global 
Context 
In 2021, Congress enacted legislation in response to its concerns that the United States lacked 
critical domestic semiconductor production capabilities and, more broadly, was losing its 
competitive edge in the global semiconductor industry. Through the Creating Helpful Incentives 
to Produce Semiconductors (CHIPS) for America program, Title XCIX of P.L. 116-283, the 
William M. (Mac) Thornberry National Defense Authorization Act for Fiscal Year 2021 (2021 
NDAA), Congress authorized an incentive program for building and equipping semiconductor 
fabrication facilities in the United States. It also authorized research and development activities 
to support U.S. leadership in semiconductor manufacturing technology. 

Subsequently, in appropriating funding for P.L. 116-283
Congress combined provisions from a number of previously introduced bills into a single bill. 
These proposals sought to increase U.S.-based semiconductor fabrication and to address concerns 
about the adequacy of U.S. investment in research and development (R&D) and the development 
of the U.S. science and engineering workforce. After resolution of differences between the House 
and Senate versions of these bills, the bill became known as (though not officially named) the 
CHIPS and Science Act. In July 2022, Congress enacted the CHIPS and Science Act (P.L. 117-167), which President Joe 
Biden signed into law in August 2022. P.L. 117-167 (Division A) provides funding for the CHIPS for America provisions 
enacted in the 2021 NDAA. The act appropriates $52.7 billion to increase semiconductor manufacturing capacity in the 
United States by providing financial incentives for building, expanding, and equipping domestic fabrication facilities and 
companies in the semiconductor supply chain. In addition, the act includes provisions that fund federal semiconductor R&D 
activities at the National Institute of Standards and Technology, a National Semiconductor Technology Center (in partnership 
with U.S. industry), a National Advanced Packaging Manufacturing Program, and the establishment of up to three 
Manufacturing USA institutes. P.L. 117-167 also created and funded three additional funds that seek to bolster U.S. 
semiconductor capabilities for national defense, workforce development, and international cooperation. 

Some other countries have long-standing support programs for their semiconductor industries. East Asia in particular, 
South Korea, Taiwan, Japan, Malaysia, and Singapore is home to globally competitive semiconductor firms and industries. 
The semiconductor industry in East Asia has relied on various forms of government support to develop and sustain its 
globally competitive position. Governments in East Asia, among others, have announced new investments and support 
measures, in part as a response to the CHIPS Act of 2022, to bolster their position in global semiconductor supply chains. 
U.S. semiconductor firms are heavily invested in these markets, either through a direct corporate presence or the use of 
contracted services. The United States relies primarily on Taiwan for the fabrication of leading-edge logic chips 
(microprocessors and microcontrollers that  South Korea for leading-edge 
memory (data storage) chips, while relying on Taiwan, South Korea, and increasingly China to meet demand for mature-node 
chips.  

China is catching up to leading nations in both semiconductor production capacity and capabilities, in large part due to 
government capital outlays that subsidize domestic firms, fund the purchase of imported equipment and software, and finance 

of foreign semiconductor firms. U.S. officials have expressed concerns a
state-led semiconductor policies are pressuring or encouraging U.S. and other foreign semiconductor companies to transfer 

 
India a global leader in information technology (IT) software services is investing heavily in IT hardware and seeking to 
boost investment in semiconductors and microelectronics. European-headquartered semiconductor firms account for about 
10% of global semiconductor sales and specialize in niche markets (e.g., automotive, energy, and industrial automation).  

This report examines U.S. actions in a broader context by highlighting recent actions by other governments to boost their 
semiconductor industries. U.S. policy efforts to promote and protect U.S. semiconductor capabilities will shape and be 
influenced by these broader dynamics. Consideration of the global context may raise additional considerations for Congress, 
particularly with regard to how the United States might consider cooperation and collaboration among allies and close 
partners while potentially seeking to restrict the development of semiconductor capabilities of strategic competitors such as 
China. Among U.S. allies and close partners, other considerations involve how to maximize the role of markets and achieve 
the appropriate balance of government and market roles, and how to avoid overcapacity and other potential market 
distortions.  
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1 See CRS Report R47523, Frequently Asked Questions: CHIPS Act of 2022 Provisions and Implementation , by John 
F. Sargent Jr., Manpreet Singh, and Karen M. Sutter and CRS Report R47508, Semiconductors and the Semiconductor 
Industry, by Manpreet Singh, John F. Sargent Jr., and Karen M. Sutter. 
2 On Senate Floor, Chairman Warner Urges Quick Action on Bill to Boost American Manufacturing & Innovation

 Remarks by U.S. Secretary of Commerce Gina 
Raimondo: The CHIPS Act and a Long-
Commerce, February 2023. 
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3 The White House, Building Resilient Supply Chains, Revitalizing American Manufacturing, and Fostering Broad-
Based: 100-Day Reviews under Executive Order 14017, June 2021, https://www.whitehouse.gov/wp-
content/uploads/2021/06/100-day-supply-chain-review-report.pdf. 
4The PRC government tightly controls access to capital, trade, investment, technology, and research opportunities, 
which, in turn, allows it to calibrate incentives that can be offered and retracted to create pressure on foreign firms, 

the offer and withdrawal of access to its market, the application of commercial pressures to achieve certain outcomes
such as the transfer of technology or other terms of trade and investment deals and the use of other economic levers 
that China controls to pressure or incentivize certain behavior. China uses ad hoc trade restrictions and brinkmanship to 
commercially and politically pressure trading partners, to deter foreign countries, nongovernmental organizations, and 
companies from actions that the government views as inimical to its economic and political interests, and to take action 
against those entities deemed to have challenged those interests. This pressure or action may take the form of (real or 
threatened) trade restrictions (on either imports or exports), popular boycott campaigns, restrictions on Chinese 
outbound tourism, suspension of contracts, the imposition of restrictions in China and other costs ostensibly related to 
regulations, and formal sanctions and countersanctions. See CRS Report R46915, ecent Trade Measures and 
Countermeasures: Issues for Congress, by Karen M. Sutter.  
5 This estimate includes the China Integrated Circuit Investment Industry Fund (CICIIF)  
channel an estimated $150 billion in state funding in support of domestic industry, state-directed overseas acquisitions, 
and the purchase of foreign semiconductor equipment. It also includes the second fund that China announced in 
October 2019 with an estimated capitalization of $29 billion nnounced in December 2022 to 
provide an additional $143 billion to support the development of PRC fabs and the costs of related semiconductor 
(continued...) 
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manufacturing equipment. See CRS Report R46767, conductor Policies: Issues for Congress, by 
Karen M. Sutter. Christopher Thomas, A New World Under Construction: China and Semiconductors, McKinsey & 
Company, Wall Street Journal, 

-Guided Funds in China: Financing Vehicles for State Industrial 

Agricultural Directorate, Trade 
-

Reuters vid, China Hits Pause on Giant Chip Spending 
Bloomberg

DigiTimes, February 3, 2023. 
6 For examples of such efforts, see Department of Defense, Defense Innovation Unit-Experimental, Michael Brown and 
Pavneet Singh,  Technology Transfer Strategy: How Chinese Investments in Emerging Technologies Enable a 
Strategic Competitor to Access the Crown Jewels of U.S. Innovation, January 2018; U.S.-China Economic Security and 
Review Commission, How Chinese Companies Facilitate Technology Transfer from the United States, 
May 6, 2019; and National Counterintelligence and Security Center, Protecting Critical and Emerging U.S. 
Technologies from Emerging Threats, October 2021. 
7 
President: Ensuring Long-  
8 See Senate floor debate on the National Defense Authorization Act for Fiscal Year 2021, Congressional Record, vol. 
166, part 128 (July 21, 2020), p. S4325
Semiconductor Manufacturer in Escalation of Trade Tensions ; 
Certain Advanced Computing and Semiconductor Manufacturing Items; Supercomputer and Semiconductor End Use; 

er and Da fficial 
Acknowledges Japan, Netherlands Deal to Curb Chipmaking Exports to Ch Reuters, January 31, 2023; and Jamie 

ew House Foreign Affairs Committee Chairman Michael McCaul has China on his Mind Washington 
Examiner, February 17, 2023. 
9 
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10 owerhouse NikkeiAsia, May 13, 2021. 
11 The White House, Building Resilient Supply Chains, Revitalizing American Manufacturing, and Fostering Broad-
Based: 100-Day Reviews under Executive Order 14017, June 2021. Node is an industry label used to track successive 
generations of chip technologies and historically referred to the size of key electronic features on the chip measured in 
nanometers (nm), or 1 billionth of a meter. While node no longer reflects the actual size of features in recent 
generations of chips, the industry continues to use these labels to market new products with smaller numbers implying 
more powerful chips (e.g., 5 nm chips can offer higher performance than 10 nm chips). There is no industry standard on 

 For a further 
discussion of types of semiconductor chips, see CRS Report R47523, Frequently Asked Questions: CHIPS Act of 2022 
Provisions and Implementation, by John F. Sargent Jr., Manpreet Singh, and Karen M. Sutter. 
12 tortions in International Markets: The 

.  
13 The White House, Building Resilient Supply Chains, Revitalizing American Manufacturing, and Fostering Broad-
Based: 100-Day Reviews under Executive Order 14017. 
14 Ibid. 
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15 Organisation for Economic Co-operation and Development (OECD), Trade and Agricultural Directorate, Trade 

 
16 Offshoring is the location of production functions (e.g., chip fabrication) outside the nation in which a company is 

ce (GAO), September 2006. 
17 The U.S.-Jap

-U.S. and Korea-U.S. 
Semiconductor Trade Far Eastern Studies, Vol. 3, March 2004. 
18 In July 2015, the World Trade Organization expanded the Information Technology Agreement (ITA), first signed in 
1996, which has more than 80 signatories, including the United States. Beginning on July 1, 2016, the signatories 
agreed to eliminate some tariffs immediately and then phase out others by January 2024, on 201 information 
technology products not included in the original 1996 ITA. China is a signatory to both agreements, but still has high 
tariffs on certain products. Mexico, a substantial location for electronics assembly that incorporates finished 
semiconductors in electronic goods, is not party to the agreements. For details on the ITA of 1996 and the ITA 
expansion in 2015, see https://ustr.gov/issue-areas/industry-manufacturing/industry-initiatives/information-technology 
and https://unctad.org/system/files/official-document/tn_unctad_ict4d05_en.pdf. Some industry groups are currently 
advocating for a third expansion of the ITA. 
19 Partner, Landing the Taiwan Company its 

Fortune, February 10, 2023. 
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20 Dashveenjit Kaur hips TechHQ, June 30, 2022; 
Automotive Semiconductor Supply Chain Working Group Releases Interim Report Titled Efforts to Make 

Automotive Supply Chains Resilient  
21 CHIPS and Science Act of 
2022 (P.L. 117-167).  
22 
November 21, 2022.  
23 Ibid. A photoresist is a light-sensitive material used in semiconductor manufacturing processes to form a patterned 
coating. 
24 Racing for the New Rice - 

The U.S.-Japan Semiconductor Trade Con
Protection, ed., Anne O. Krueger, University of Chicago Press, 1996. 
25 Joint Statement of the U.S.-Japan Economic Policy Consultative Committee: Strengthening Economic Security and 
the Rules-Based Order te, Office of the Spokesperson, U.S. Department of State, July 29, 2022; 
Announcement Regarding Efforts Toward the Establishment of Design and Manufacturing Bases for Next-Generation 

Semiconductors
including with the United States, see https://www.meti.go.jp/english/press/2022/pdf/1111_001a.pdf.  
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26 The strategy is available in Japanese at https://www.meti.go.jp/press/2021/06/20210604008/20210603008-1.pdf. For 
English language summaries see https://www.meti.go.jp/english/press/2021/0604_005.html and 
https://www.meti.go.jp/english/press/2021/pdf/0604_005a.pdf. For a discussion of the strategy, see, for example, 
Japan's Three-Stage Strategy to Revive the Semiconductor Industry

https://www.utmel.com/blog/news/other/japan's-three-stage-strategy-to-revive-the-semiconductor-industry. 
27 Racing for the New Rice - 
August 4, 2021. 
28 
December 16, 2020, provisional translation in English available at https://jimin.jp-east-
2.storage.api.nifcloud.com/pdf/news/policy/201021_5.pdf
Prioritises Semiconductor Industry in Bid to Enhance Economic Security rategic Studies 
blog, March 30, 2022. 
29 

ductor Center, 

Asia Times, November 14, 2022. Shareholders in Rapidus include 
Kioxia, Sony, Softban
Chipmaker Seeks to Break Free from 'Lost Decade' Nikkei Asia, November 12, 2022. Rapidus has formed 
partnerships with non-Japanese companies, including a joint development agreement with IBM to work alongside IBM 

s 2 nanometer (nm) node technology. 
 

30 For a copy of the act in Japanese language, see https://www.cas.go.jp/jp/houan/208.html
Security Bill to Guard Sensitive Technology Reuters Security Promotion Act and 
the Implications for Businesses Strategic Comments, Volume 28 Comment 32, December 2022; Kana Itabashi, Junko 
Suetomi, Daisuke Tatsuno, Izumi Matsumoto, Ayumu Shinozaki, Mami Ohara, 
Act on the nacted  
31 Ibid. 
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32 Kana Inagaki and Leo Lewis eepening U.S. Chip Alliance Financial Times, 

Micron to Acquire Elpida Memory in Deal Valued at $2.5 Billion The New 
York Times, July 2, 2012. 
33 
Science Policy Research Unit and Sussex European Institute, December 1996, 
https://www.oecd.org/korea/2098646.pdf. 
34 Kim Eun- China Putting Pressure on South Korea Concerning Chip 4 Alliance Business Korea, July 26, 2022; 

-Korea Semiconductor Trade Ties Start to Fray Under U.S. Pressure South 
China Morning Post, February 3, 2023.  
35 For a copy of the law in Korean language, see https://www.law.go.kr. 
36 reaks to Hedge Semiconductor Woes The Register, January 3, 2023; 
Kang Yoon-seung dustry Yonhap News Agency, January 3, 2023; 

- The Register, March 30, 
2023. 
37 Urging the National Assembly to Pass the K- emiconductors," 
Financial News, September 14, 2022, in Korean language at https://www.fnnews.com/news/202209141821433364in. 
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38 aterials Supply by 2030  
39 MSIT to a Support Plan for AI S
Press Release, June 27, 2022, at 
https://www.msit.go.kr/eng/bbs/view.do?sCode=%20eng&mId=4&mPid=2&pageIndex=&bbsSeqNo=42&nttSeqNo=7
02&searchOpt=ALL&searchTxt=. 
40 ompetition Yonhap 
News, April 23, 2021. 
41 Hakjae Kim
https://www.investkorea.org/upload/kotraexpress/2019/12/images/1912_Full.pdf.  
42 Seeking Alpha, 
June 9, 2022.  
43 Kim Eun- Samsung Electronics Unveils a US$200bn Investment Plan in the U.S. Business Korea, July 25, 
2022. 
44 nce Samsung Electronics' Taylor Expansion Announcement
2022. 
45 ear,  
46 See CRS Report R46581, Semiconductors: U.S. Industry, Global Competition, and Federal Policy, by Michaela D. 
Platzer, John F. Sargent Jr., and Karen M. Sutter; and Rick Switzer, U.S. National Security Implications of 
M p. 4, 
September 2019, as prepared for the U.S. Air Force, Office of Commercial and Economic Analysis. 
47 See CRS Report R46581, Semiconductors: U.S. Industry, Global Competition, and Federal Policy, by Michaela D. 
Platzer, John F. Sargent Jr., and Karen M. Sutter. 
48 Programs to Support 
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49 
language at https://www.roc-taiwan.org/uploads/sites/30/2018/03/Semiconductors.pdf.  
50 For more about the institute and its history, see https://www.tsri.org.tw/en/introduction.html. 
51  Economic Affairs, 2017. 
52 ill Taiwan News, January 8, 2023. 
53 xpansion Taipei Times, April 2, 2021. 
54 
press release, May 15, 2020. 
55 TSMC Announces Updates for TSMC Arizona  
56 For further discussion of this issue, see CRS Report R46915, 
Issues for Congress, by Karen M. Sutter. 
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57 Under the changes, sentences would be up to 12 years and 10 years in jail, respectively. The changes stipulate that 
any individuals or organizations that have been entrusted or subsidized by the Taiwan government to conduct 
operations involving critical national technologies will have to receive government approval for any trips to China. See 

mendments to the National Security Act and the Act Governing Relations between the People of the Taiwan Area 
and the Mainland Area act is available in English language at 
https://law.moj.gov.tw/ENG/LawClass/LawAll.aspx?pcode=A0030028. 
58 Malaysia's semiconductor industry to ben
https://www.thestar.com.my/business/business-news/2022/08/15/malaysia039s-semiconductor-industry-to-benefit-
from-chips-and-science-act. 
59 Willem Tho anufacturing: Lessons from East Asia  Centre for Economic 
Policy Research, October 15, 2021. 
60 See https://www.silterra.com/about-us/corporate-profile#our-profile. 
61 ent 

https://www.mida.gov.my/wp-content/uploads/2023/01/2023-01-06-
MIDA_Policy-Booklet_-English-Version.pdf.  
62 eal EENews Analog, January 18, 2021. 
63 acility in Negeri Sembilan New Straits Times, 

 Announces Plans to Grow Global Production and Increase R&D spend
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ee CRS Report R46915, 

Measures and Countermeasures: Issues for Congress, by Karen M. Sutter. 
64 How Long Will it Last?  August 6, 2022. 
65 nvestments  
66 
https://www.edb.gov.sg/en/how-we-help/incentives-and-schemes.html.  
67 TSMC Looks to Build Multibillion-Dollar Chip Plant in Singapore The Wall Street 
Journal, May 19, 2022. 
68  a takeover of NXP, a move that it has since abandoned.  
69 Germany to Drive Growth in European Semiconductor Market Market Realist, December 24, 2015, 
at http://marketrealist.com/2015/12/germany-drive-growth-european-semiconductor-industry/. 
70 Handelsblatt, April 30, 2018, at 
https://www.handelsblatt.com/today/companies/semiconductors-european-chip-industry-aims-to-get-back-on-the-map/
23582014.html. 
71 https://www.imec-int.com/en. 
72 For more on the Aixtron Group, see https://www.aixtron.com/en/company/about-aixtron/company. For more on 
ASML, see https://www.asml.com/en/technology  Wilkes, 

The Wall Street Journal, December 8, 2016; and Jess 
A major global chipmaking supplier claims an employee stole manufacturing secrets The Verge, 

February 15, 2023. 
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73 European C Better Targeted 

https://ec.europa.eu/commission/presscorner/detail/en/IP_13_455. 
74 The initiative was named 10/100/20 to reflect its three main goals. SEMI, Supporting Competitive Semiconductor 
Advanced Manufacturing, February 24, 2014, at http://www.semi.org/eu/sites/semi.org/files/docs/
SEMI%20Europe%20News-Feb%2024%202014.pdf

https://ec.europa.eu/digital-single-market/en/electronics-strategy-europe. 
75 Ibid. 
76 Reuters, December 

ion Approves Plan by France, Germany, Italy, and the 

December 18, 2018. The European Commission needs to be notified and approve state aid (a subsidy or any other aid) 
for projects by Member States, especially those that target a particular sector prior to its initiation. 
77 
August 9, unding The Register, 
November 24, 2022.  
78 Trusted chips refer to efforts by the U.S. government and military in cooperation with industry to control the supply 
chain of production to ensure that the production of chips for sensitive applications are secure, reliable, and 
trustworthy. 
79 https://commission.europa.eu/strategy-and-
policy/priorities-2019-2024/europe-fit-digital-age/european-chips-act_en. 
80 EU Chips Act likely to get green light on April 18 Reuters Chips Act: Council and 
European Parliament strike provisional deal  
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81 Ibid. 
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83 Ibid. 
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85 Anne-Françoise Pelé EETimes Europe, July 13, 2022. 
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Sem
Climate Action, December 20, 2021. 
87 anufacturers The Register, May 6, 2022. 
88 uild a $19 billion Chip Plant in Germany TechCrunch, March 15, 2022. 
89 ab in France Silicon Angle, July 
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90 Production Linked Incentive Scheme (PLI) for IT Hardware Ministry of Electronics and Information Industry, 
Government of India, at https://www.meity.gov.in/esdm/pliithw. 
91 United States and India Elevate Strategic Partnership with the initiative on Critical and Emerging Technology 
(iCET)  
92 Modified Programme for Semiconductors and Display Fab Ecosystem
Industry, Government of India, at https://www.meity.gov.in/esdm/Semiconductors-and-Display-Fab-Ecosystem.  
93 Production Linked Incentive Scheme (PLI) for Large Scale Electronics Manufacturing Ministry of Electronics and 
Information Industry, Government of India, https://www.meity.gov.in/esdm/pli. 
94 Shaumik Ghosh, "India-US Semiconductor Cooperation: Can India Insert Itself into the Pantheon of Global 
Chipmakers with a Little Help from Washington? The Diplomat, December 12, 2022. 
95 Scheme for Promotion of Manufacturing of Electronic Components and Semiconductors (SPECS) Ministry of 
Electronics and Information Industry, Government of India, https://www.meity.gov.in/esdm/SPECS. 
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98 Ibid. 
99 Reuters, May 1, 2022. 
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Reuters, September 13, 2022.  
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President: Ensuring Long-Term U.S. Leadership in Semiconductors, January 2017. 
102 CRS Report R46767, , by Karen M. Sutter; James A. 

for Strategic and International Studies, January 2019; and Office of the United States Trade Representative (USTR), 
Section 301 Report, March 22, 2018, p. 113. 
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