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1996 84 336 526 1,882 218 1,256 358 50
1997 36 287 570 2479 363 1,532 478 106
1998 85 237 576 2,334 469 1,694 540 131
1999 131 290 629 4,235 742 2,649 659 185
2000 229 380 737 7,144 1,152 4,636 978 328
2001 156 248 463 5,269 1,220 3,025 771 253
2002 189 232 497 6,529 1478 3,785 948 318
2003 238 273 548 8,189 1,902 4,701 1,176 409
2004 329 309 601 10,990 2,608 6,239 1,566 577
2005 348 276 616 11,179 2,350 5874 1,780 675
2006 428 292 550 13,933 3234 7,667 2,108 924
2007 447 299 498 14,667 3,997 7,367 2,280 1,023
2008 427 293 511 13473 3,749 6,542 2217 965
2009 378 234 400 12,497 3,859 5,766 1,996 876
2010 559 300 17,693 4548 8,997 2,370 1,278
2011 601 260 15,627 3,856 7,867 2,696 1,208
2012 552 210 16,342 4,115 8,292 2,720 1,215
2013 634 182 18,886 4811 9,965 2,844 1,266
2014 726 174 22,033 5,763 11,731 3,160 1.379
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Abstract

Backwardness and Innovation in the Development
of Taiwan’s Semiconductor Industry

Yukihito Sato

This article examines the development process of Taiwan’s semiconductor industry, which
has seen innovations derived from its backwardness. This examination is conducted from the
perspective of revisiting and extending the concept of the “advantages of backwardness,” which
forms the core of the catch-up industrialization approach. At the birth of Taiwan’s semiconductor
industry, a national project attempted to build up the industry by utilizing the advantages of
backwardness. This project shaped the basic structure for the division of labor in the industry and
enabled its subsectors to develop independently. The fabrication sector is the most important
subsector in Taiwan’s semiconductor industry and is characterized by a pure-play foundry model.
Given that Taiwan was too backward to choose more promising products such as DRAM, it had to
pursue an unprecedented business model specialized in foundry service, although advanced
countries considered demand for the service to be underdeveloped and hesitated to invest in it.
Despite being generated by backwardness, the model held much potential and opportunities for
innovativeness. Taiwanese companies have sustained their leadership in the foundry market by
discovering and realizing potential innovations step by step. In the design sector, MediaTek
horizontally extended the follower strategy and unexpectedly pioneered the low-end markets for
cellular phones in China and other emerging economies. Due to this innovation, the company
grew to become one of top fabless companies in the world. As Taiwan’s experiences illustrate, we
can think of various strategies for the development of latecomers, considering not only the
technological advantages of backwardness but also advantages in market opportunities and

business models.
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