
AI Summary — The Looming Taiwan Chip Disaster That Silicon Valley Has Long 

Ignored (NYT) 

1. The U.S. Tech Industry Is Dangerously Dependent on Taiwan 

• Taiwan produces roughly 90% of the world’s advanced chips, including those 

powering smartphones, laptops, cars, and AI data centers. 

• U.S. officials have repeatedly warned Silicon Valley that China is preparing for the 

possibility of retaking Taiwan, which could choke off chip supplies. 

2. Federal Efforts to Reduce Dependence Have Largely Failed 

• Two administrations tried different approaches: 

o Biden: billions in subsidies via the CHIPS Act. 

o Trump: aggressive tariff threats to force companies to buy U.S.-made chips. 

• Despite warnings, incentives, and threats, tech companies resisted shifting 

production because Taiwan’s chips are cheaper and more advanced. 

3. A Blockade or Invasion Would Trigger a Global Economic Crisis 

• A confidential Semiconductor Industry Association report predicted: 

o U.S. GDP would fall 11%, twice the 2008 recession. 

o China’s GDP would fall 16%. 

• Treasury Secretary Scott Bessent called Taiwan chip dependence the “single biggest 

point of failure” in the global economy. 

4. Why Companies Didn’t Act 

• Chips made in the U.S. cost 25%+ more. 

• TSMC’s technology remains ahead of Intel and Samsung. 

• Executives prioritized profit margins and competition over geopolitical risk. 

• Many doubted China would actually move on Taiwan—until Russia invaded Ukraine. 

5. The CHIPS Act Sparked Construction but Not Enough Buyers 

• TSMC, Intel, and Samsung committed to building U.S. plants. 

• But tech companies refused to buy enough U.S.-made chips to justify full-scale 

production. 

• Intel struggled financially and fell behind technologically, leading to leadership turmoil. 

6. The Trump Administration Shifted to Direct Market Intervention 

• Trump pushed tariffs on semiconductors and pressured companies like Nvidia and Apple to 

buy American-made chips. 

• Intel gave the U.S. government a 10% equity stake in exchange for subsidies. 

• Nvidia invested in Intel and agreed to collaborate on AI chips. 

• Apple pledged an additional $100 billion in U.S. investment. 

7. TSMC Ultimately Agreed to Massive U.S. Expansion 

• After pressure from Commerce Secretary Howard Lutnick, TSMC committed to: 

o $100 billion more in U.S. investment. 

o Four additional Arizona plants by 2028. 

• Taiwan also offered $250 billion in credit guarantees to support shifting manufacturing 

to the U.S. 

8. The U.S. Is Better Positioned—But Still Vulnerable 

• The goal is for 40% of Taiwan’s chip production to move to the U.S. 

• Even with progress, packaging and final assembly still rely heavily on Taiwan, 

meaning the supply chain remains exposed. 


