Elite Decision-making: A Study On
China’s Semiconductor Policy Process

HEORE: BER SR E IR

Chen Ling f&¥%
2003—-11-8



Puzzle [g)&n

 Why China’s semiconductor industry stagnated in
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— Policy Analysis: What is a “good” policy
semiconductor industry? &+ 2 IFRIES
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— Policy Process: Who made the decision? And how?if

ERHE? TR

=|
=

AT

» Is public policy a consensus? %2>LE5
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Semiconductor Industry in history

e 50-60’s: China had a good performance in semiconductor
technology researchf Bl ZAFIET KRR, RIAE

— As one of the “four urgent technologies” in 1956-1968 S&T

Planning 7 & #PEHE ALK P45 A<M R S 2 —
— First Flat Silicon IC in 1965 (US in 1967?) it H & FmaE
&= FX FBL %
* 1966-1976: Semiconductor research system was destroyed
in the Culture Revolution3Z 5= F#ff 53 PA R FR 1 It 5% Bl ™
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« 1978-present: Under the Reform and Opening Policy,
China’s semiconductor research and industry development
was recovering. BUE A EE Tk E 3 FIEM R T
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China’s Semiconductor Industry
Performance i 80-90°s (1)
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China’s Semiconductor Industry
Performance i 80-90°s (2)
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Dilemmas: What happened 1n China’s
Semiconductor industry in 80-90°s ?
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 Dilemma(1): Domestic R&D or import technology B E #ff
&5 5| HE KB MR 1

— Domestic research and development: own the patents and creative
sources of sustainable development; but uncertainty in research

and difficulty in industrialization. B £t &: A B E L FF0)
heeh, B RAIBERG B AR =K .

— Import technology from advantaged countries: direct outputs in
market; but high costs and risks to lock-in. Si#HIEAR: ITFENR
IR, ERASHEBZH T A

e Difficult to choose




Semiconductor Industry Driven by Huge

Profits from Successful Market.




Dilemmas: What happened 1n China’s
Semiconductor industry in 80-90°s
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 Dilemma(2): Money or Rules B &% =X 14 & &l &
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— (G1ve money to promote the research programs, as well
as to build factories: pick winners U B $&3% 3= T8t

ZINEFDH, EEBEFRI=EIEIL?
e Cases: 908 engineering and 909engineer ing 908 T #Z£#0909

TiE

— Set rules to stimulate and regulate the 1ndustry
development: who cares?Hll B IH I ZFIZE F I T iF
(B & RMIXRZ AT IFRIS B ?

 Cases: Act of Promoting Electronic Industry and Document

18th(2000) B FH#R>455F018S 314
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What kind of policy was
preferred?
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Dilemmas: What happened 1n China’s
Semiconductor industry in 80-90°s ?
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* Dilemma(3): Who was in charge of China’s

semiconductor industry ? 1 X =

R
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Who was 1n charge of 1t?

Forth Ministry of Mechanical Industry
DU

1980.2 l

Ministry of Information Industry
(EPEN a4

Committee of Mechanical Industry
PLT 23

1998.3 '

1982.4 l

Ministry of Electronic Industry
HL Tk 38

Ministry of Electronic Industry
HL Tk 38

1988.4

1993.3 '

—,

Ministry of Mechanical and Electroni¢
Industry  HLEHE




Actors 1n semiconductor policy process

« Technical Officials#% 7N B &

— Elite Transform in government in 80’s: Lots of officials who made great
success in the liberation and revolution retired; Professional Younger
officials with technical or management background enrolled. 805X BT

PERER. —HtEZREZE. ZEMRIK, Fi2k. BB ERTER
HAN BT

— Being selected by CCP, those technical officials lacked social supports. +
PR EALRIRE, RZ BB S,
— Technical officials had bi-criteria: political loyalty and professional

capability. R AR EBEBINEITAHAEN: “F5E, BEeh ”
* Political Authority BET EX

— High level leaders with great political power.

 Intellect Elite Z1iR 53

— Outstanding scientists in the semiconductor and relevant fields.



Model: How technical officials made
decision?

 Policy opinion: A & B {Ri&EA. BRFEREN

* Four attitudes to promote policy A: command(10),
persuade(7.5), trade-off(5), give up(0). EKABIF AR EE
;QER’L$¢HK¢EFESZ§% w< (104 , AR (7.5%4
), IR B, BF (09

* B’s four attitudes to reject policy A: veto(-10),

trade-off(-5), delay(-2.5), give up(0). EHKBAJFZAK
B FEXET %Fllﬁﬁﬂéiﬁéﬁiﬁla\A R (51109 ,
R (55 , HEE (-2.59) , MF 0 .




Model: How technical officials made
decision?

Increasing

Set: disagreement degree=|A-B| A consensus

Command 10 persuade 7.5 trade-off 5 giveup 0

Give up 0 5
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Veto -10 : Policy




Model: How technical officials made
decision?

 Bi-criteria:

— R1:Risk on bad performance in professional capability

— R2: Risk on bad performance in political support.
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Conclusions

 Since high risks in political support and professional
capability, Technical officials tended to trade-off and
delay. HF R BNEIRERELR, FHARE EE T ZH
FAFELE -
— 80’s: The consensus on no-action 80F-ACIA B A E A 1)1,
— Long policy process on Act of promoting Electronic Industry and

908 Engineering ;21<HI908 TIEFIKRITHY (B FIRILER)
* Political Authorities tend to command since they own great
power. BRI E M B] T < AN K M BR HFE .

— Top level leaders push the 909 Engineering and Document 18t
(2000) 909 T EF18=XHHTSENM AR A IR,

 Intellect Elites tend to veto since the risk of lacking
political support is lower. E1IR A5 {0 [a] T & A T B HEF
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