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The role of Europe
EU market share has decreased from 11,7% in 2005 to 7.2% in 2020 due to
the fact that Eu didn’t increase investments in its production capacity.

A global chip
crisis:

• What is it:
Global chip shortage is a ongoing global crisis in which the
demand for integrated circuits exceeds the supply, affecting
more than 169 industries.
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Why
Covid-19
Covid-19 pushed smart working and remote
learning, increasing sales of PC and consumer
electronics. In the fourth quarter of 2020
computer sales growth more than +26.1% over
the previous year.

US trade ban
threat
• In September 2020, the US
Department of Commerce imposed
restrictions on China's largest chip
manufacturer SMIC which made it
harder for them to sell to companies
with American ties.
• These restrictions forced
companies to use other
manufacturing plants like TSMC and
Samsung. However, these companies
were already producing at maximum
capacity.

Fire

An Asahi Kasei semiconductor plant which
specializes in ADC and DAC components caught
fire in October 2020.
Another Japanese factory owned by Renesas
Electronics, which supplies 30% of the global
market for microcontroller units used in cars,
caught fire in March 2021.

Severe
weather

• A severe winter storm in February 2021 forced the closure of two
plants in Austin, Texas owned by Samsung and NXP Semiconductors,
due to loss of electricity. This set back supply from these two plants by
several months.
• TSMC, which alone accounting for more than 50% of the global wafer
foundry market in 2020, in 2021, Taiwan experienced its worst drought
in more than half a century, leading to problems among chip
manufacturers that use large amounts of ultra-pure water to clean
their factories and wafers.

Russian-Ukraine war
• Neon, a noble gas needed for lasers in chip manufacture.
• The supply of neon was severely constrained by the 2022 Russian invasion of UkraineUkraine produces about half of the
global neon supply as a byproduct of the Russian steel industry, and 90% of the semiconductor-grade neon used in the
United States.
• Alternative suppliers are in China.
• The supply of krypton and xenon, of which Ukraine is also a major exporter, was affected as well.
• Russia exports about 40% of the global supply of the metal palladium, used in certain chip components, and the supply
of palladium could be affected by trade sanctions imposed by Western governments

Why bother

Severe shortage of semiconductor
chips in a context of…
• Accelerated digital transition
• Increased demand for
semiconductors
• Concentration of production in Asia
(Taiwan, Korea)

Security supply risk
in the EU due to…
• Limited capabilities in manufacturing
• Insufficient expertise in manuf.
at < 20 nm
• High entry fees / cost for
new facilities
• Geopolitical tensions (e.g., South
China Sea)

Detrimental effect across
industries:
leading-edge semiconductor
technology is central to…
• Competiveness
• Security, safety and data
protection
• Energetic performance of
digital systems

What we can do: European Chips Act
What is it:
• The proposed European Chips Act will boost Europe’s
technological sovereignty, competitiveness, resilience and
contribute to the digital and green transitions.

What are the goals

Strengthening research and
technological leadership

Building and reinforcing
Europe’s capacity to
innovate in the design,
manufacturing and
packaging of advanced chips;

Addressing the skills
shortage and attracting new
talent;

Putting in place an adequate
framework to increase
production by 2030;

Developing an in-depth
understanding of global
semiconductor supply
chains

How?
• European Chips Act is
based on 3 pillars

Pillar 1
• A Chips for Europe Initiative is a
plan to support large-scale
technological capacity building and
innovation in cutting-edge chips.
How?
• Redirect existing EU funding and
support programs towards the EU’s
semiconductor technology and
innovation capabilities

Pillar 1
This Initiative has five elements:
• building up of advanced large-scale design
capacities for integrated semiconductor
technologies;
• enhancing existing and developing new advanced
pilot lines;
• building advanced technology and engineering
capacities for accelerating the innovative
development of quantum chips;
• creating a network of competence centres across
the Union;
• facilitate access to debt financing and equity by
start-ups, scale-ups and SMEs and other
companies in the semiconductor value chain,
through a blending facility under the InvestEU
Fund and via the European Innovation Council.

Pillar 1: Chips
Joint Undertaking
Coordinating these numerous programs and
initiatives will likely be challenging
• Commission stresses that these actions
will be primarily implemented through a
new “Chips Joint Undertaking”
• That undertaking’s scope is support
industrial research, technology
development, and innovation for electronic
components and systems.
• Given the potential synergies between
these critical activities.

Pillar 1: ECIC
In addition, the Commission proposes a “European Chips Infrastructure
Consortium” (ECIC).
• The ECIC’s task will be to handle and structure legal relationships
between its private and public members and to act as an interface for
the implementation of actions under the Initiative;
• The Commission also wishes to enhance collaboration between
stakeholders by proposing a European network of competence
centres in semiconductors and will cooperate with the European
Investment Bank Group ;
• It is expected that funding for the Facilities will mainly come from
state aid from the Member States and the private sector. In contrast,
funding for R&D will come from the Commission via the different
research funds and programs.

Pillar 2: security
of supply
Pillar 2 sets framework to facilitate the
implementation of projects that contribute to the
security of supply and strengthen the resilience of
the semiconductor ecosystem in the Union
Act focuses on two types of semiconductor
manufacturing facilities:
•

Open EU Foundries, which would dedicate a
significant amount of their manufacturing
capacity to production for other industrial
players;

•

Integrated Production Facilities, which would
design and produce chips for their own markets.

If the criteria set out in the proposed Act are met,
these Facilities will be eligible for state aid if they
also fulfil the conditions of the EU’s state aid
regulation.

Pillar 2: Criteria
To fall within
the eligibility
criteria, the

facilities must:

Be “first-of-a-kind” in the EU. Production must be innovative in terms of technology,
substrate material or another product innovation that can offer better performance,
process technology or energy. Novelty is achieved if a comparable capability on an
industrial scale is not yet present or committed to be built within the EU;
Contribute to the security of supply and to a resilient ecosystem in the internal
market;

Not be subject to any public service obligations that may be imposed by third
countries that may hinder their ability to supply the so-called priority rated orders.

Commit to continued and efficient investment into the next generations of
semiconductors

Pillar 2
• The decision if a facility is
recognized as an Integrated
Production Facility or an EU Foundry
will be made by the Commission
• When a Facility is recognized, the
impact will be considerable as
administrative burdens will be
reduced. The Member States will be
required to ensure that planning,
construction and other permits are
handled in an efficient and timely
manner to attract investment in the
development of the Facilities

Advantages of the label:
• Fast-tracking of permit granting procedures
• Priority access to pilot lines set up under the Initiative
• Label determines that a facility is first-of-a-kind in the
Union

State aid for first-of-a-kind facilities
• Chips sector is characterized by capital intensity and
high barriers to entry, especially for leading-edge
technologies
• This is due to high capital expenditures: it is estimated
that a modern fab (technology node size of 5
nanometres) costs USD 20 billion in capital
expenditure
• Commission may authorise State aid of up to 100% of
a proven funding gap for the establishment of first-ofa-kind facilities in the Union based on State aid rules

Pillar 3
Pillar 3 allows the creation of a
mechanism for monitoring and crisis
respond.
Objectives are:
• Anticipate and mitigate the shortage
of the semiconductor supply chain
• Increase the capability of the Union
to react to crisis in semiconductor
supply chain.

Pillar 3
Act introduces a mechanism for coordinated monitoring
of the semiconductor supply chain.
• The system is based on monitoring early warning
indicators by Member States, which shall invite
relevant stakeholders and associations to provide
information regarding significant changes in demand
and disruptions of supply chains.

MONITORING STAGE

• Act also enables the Commission to trigger crisis
response measures by means of an implementing act
when there is concrete semiconductor crisis.
•

Such a crisis occurs when there are serious
disruptions to the supply chain which:
• significant delays or significant negative effects
on one or more important sectors in the EU; or
• prevent the supply, repair or maintenance of
essential products used by the critical sectors.

CRISIS TRIGGER

Pillar 3
In particular cases, the Commission intensifies coordination in the Board and may implement mitigating measures and
the associated “emergency toolbox”, which includes:
CRISIS STAGE

Requesting representative actors operating
along the semiconductor supply chain to
provide the information necessary for
assessing the semiconductor crisis and
identifying potential mitigation measures.

Obliging the facilities (IPF and OEF) to accept
and prioritize an order of crisis-relevant
products which shall take precedence over
any performance obligation under private or
public law.

Upon the request of at least two member
states, the commission acting as a central
purchasing body on behalf of the participating
member states for their crisis-relevant
products for certain critical sectors. Increase
the leverage power. And export control.

Pillar 3: European
Semiconductor Board
What is it: central platform for coordination and
exchange under the legislative act
Who composed the Board:
• Composed of high-level representatives of Member States
• Commission acts as chair and secretariat
• European Industrial Semiconductor Alliance
• Ad-hoc

subgroups

• Cooperation with other Union crisis response structures in a
semiconductor crisis
• Support the Commission in international cooperation

Outcome
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