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Diageo halts whiskey sales
in India to push price hikes
One of Hina Nagarajan’s first
moves at the helm of liquor
giant Diageo Plc’s Indian arm
is a standoffwith government
officials over price caps that
have already cost the com-
pany almost $9 million in
sales, and some say
might backfire.

United Spirits Ltd. has
paused whiskey sales in a
number of states yet to budge
on price caps despite rising
inflation. The move to stop
sales rather than see margins
continue to erode is a risky
bet, analysts atMumbai-based
Dolat Capital wrote last
month, that could complicate
the firm’s pivot to premium

products. It also means a
mounting loss of revenue
across its portfoliowhile costs
rise at a double-digit pace.

“I didn’t realize how diffi-
cult it is,” 57-year-old
Nagarajan said, referring to
the maze of red tape that
spans 36 states and union ter-
ritories in a country where
alcohol is still sometimes seen
as forbidden.

“In the short term there
will be some impactonmarket
share,” she said in an inter-
view in the southern city of
Bengaluru, adding that she
hopes pricing issues will be
resolved by the end of
September. BLOOMBERG

Making smaller chips a $15-bn challenge

SURAJEET DAS GUPTA
NewDelhi,26August

C
ompanies that have applied
for India's financial incentive
scheme to set up facilities to
manufacture chips — inte-

grated circuits imprinted on silicon
wafers—aredividedonthewayforward.
Thebone of contention is the size of the
nodes. Everyone knows small is the
futureofchipmaking.But therearedeep
schisms over the right size to start with,
andhowoneshouldprogress tosmaller,
morepowerful,moresophisticated,and
eventuallymore profitable chips.

The Vedanta–Foxconn joint venture
has said itwould begin productionwith
28 nano metre (nm) chips, focusing on
the consumer electronics and mobile
devices market. It will invest $7 billion
andearmark80percentof itsoutput for
domestic consumption. Singapore-
basedIGSSVentures, too,says itwillcon-
centrate, at least initially, on chips of 28
nmto65nmforwhich it alreadyhas the
technology.

“It is the right way to begin. The
foundry market for 28 nm chips would
be around $1.14 billion in India, out of
theglobal$8billionmarket,by2025and
hasa lifecycleof five tosevenyears,” says
Satya Gupta, former president of the
IndianElectronicsandSemiconductors
Association (IESA).Gupta’s studyshows
that 38 per cent of the value of the
foundry business in 2025 will still be
fromchips of 18 nmandabove.

Foundries are factories that make
chips for third party chip design com-
panies such as Qualcomm. The other
kind of chip making is by companies
suchas Intel,whichare integratedman-

ufacturers that both design as well as
manufacture—andsell directly to their
clients.Samsungis thethirdkind,which
does both: make for itself as well as for
others. Intel is nowsettingupa foundry
business aswell.

ISMC, a consortium led byMumbai-
based Next Orbit, which has signed a
definitive agreement with Israel-based
Tower Corporation for technology and
which has now been acquired by Intel,
has a different view. “Theway to start is
to make analogue chips to begin with
andthenmovetodigitalandthenmem-
ory, which is called the crawl-walk-run
strategy.Asdigitalandmemoryaremore
capital-intensive and involve complex
technology, the best way is to start with
analogue, create a semiconductor
infrastructure and supply chain
through analogue, and then move
up,” says Ajay Jalan, founder, Next
Orbit.

The lower thenanometre of adigital
chip, themore itscuttingedge,meaning
more processing powerwhile using less
electricity and more functionalities.
Small-node chips therefore command
higher price tags and yield bigger profit
margins. Analogue chips range from45
nm to 230 nm. India’s semiconductor
market — chip is the general term for
semiconductor component products—
is expected to touch $64 billion by 2026
according to IESA, with digital chips of
22nmor lesscommandinganoverwhel-
ming $40 billion, or more than 60 per
cent, of the totalmarket, says ISMC.The
share of chips above 22 nm, it says, will
fall to amere 20per cent, pretty close to
the value share of the analogue chips.

The Indian government’s $10 billion
incentive scheme for building the semi-

conductor industry has pegged the
financial subsidyfor theprojectcost
of the fabplantbasedonthechipsize.
Eligible players would get only 30 per
cent if they manufacture chips above
45nm, 40per cent for above 28nm, and
50per cent for chips of 28 nmor less.

ISMC initially plans to go with more
advanced analogue chips of 65 nm and
then move down to 45 nm. (Currently
180nmanaloguechipsarethemostpop-
ular.) In the second phase, it will move

to digital chips, starting from
22 nm and going down to 14

nm.
Jalan justifies the move for

two reasons. First, he says, the
analogue chip market in India –

nowat$6-8billion—isexpectedtogrow
at 15 per cent a year to touch $11 billion
by 2026 and stay there for the next 30
years. Secondly, an analogue chip plant
requires an investment of $3 billion,
which is a lot less than the $7-10 billion

needed for a 28nmplant.
Likemanyinthe industry,Jalandoes

not see a future in digital 28 nm chips,
as the Indianplantswill take two to four
years to get off theground.By that time,
in the fast changing world of chipmak-
ing, the global market would have
shifted to 22 nm, which is expected to
have a lifecycle of four to seven years,
followedby the 14nmchip.

Even Gupta’s estimates show that as
muchas50percentof the foundryvalue
of sale in India would be accounted for
by chipswithnodes of 14nmandbelow
by 2025. Demand for lower node chips
is expected to explode in the country
withthe imminent launchof5Gtelecom
services, new use cases emerging from
the auto industry as it shifts from inter-

nalcombustionenginestoelectric, the
growthof Internet ofThings, anddig-

italization in the government and
corporate sectors.

So, why are the applicants not
choosing to manufacture chips of

lower nodes? One big challenge is the
technology. The few global companies

that have the technology, such as
TSMC, Samsung, and Intel, are

unlikely to transfer it in the14nmand
less segment, at least for awhile, as they
have invested billions of dollars to
develop it and would want to recover
that cost.

The second challenge is the invest-
ment required. According to Boston
Consulting Group, a state-of-the-art fab
plant for small nodes can cost upwards
of $15 billion,which is about asmuchas
the cost of a nuclear power plant.

The third is that India is not a focus
market forglobalchipmakers forsetting
up small-node chip fab units. Intel, for
instance, has committed investments
worth $100 billion to build plants in the
United States and Germany, Samsung
$205 billion in three years in its existing
locations, and TSMC $100 billion to
boost its output in Taiwan and the US.

INDIA SEMICONDUCTOR
OVERVIEW
Totalsemiconductormarket ($bn)

2026

TOTAL ADDRESSABLE MARKET
FOR INDIAN FAB 2025 (ESTIMATED % SHARE)

Chipsof smallernodesare faster andmore
profitable,but their factories cancost as
muchasanuclearpowerplant

64

40
Digitalchipsof22nm
andless

13
Digitalchipsof22nm
andmore

11

24.50

14.25 14.25
9.1

39.75
48.87

Analoguechips

Source: ISMC, IESA and
industry estimates Source: TAM analysis for Indian

Semiconductor foundry, January 2022

45-
180nm

45-
65nm

28nm 14nm <14nm <10nm

Housepanelgrills
Twitterofficials
overdatasecurity
PRESS TRUST OF INDIA
NewDelhi,26August

A parliamentary panel Friday questioned top
Twitter officials over a whistle-blower's revela-
tions on its India operations, and gave them a
dressing-down as their replies on issue of data
security and privacy were “not satisfactory”,
sources said.

Top Twitter executives, including Senior
Director (PublicPolicy)SamiranGupta,Director
(PublicPolicy)ShaguftaKamrandeposedbefore
the Parliamentary Standing Committee on
Information and Technology chaired by senior
Congress leader ShashiTharoor.

Thepanelquestionedthemabout thereports
on former head of Twitter (security) Peiter
Zatko'sallegations themicrobloggingsiteknow-
ingly allowed the Indian government to place
its “agents” on the com-
pany payroll where they
had “direct unsupervised
access to the company's
systemsanduserdata”.The
Twitterofficialsdeniedany
such thing having hap-
pened and refused there
was any data security breach in India, sources
in the panel said.

The members also questioned the social
media giant's officials if their data security pol-
icies is in synchwith local policies andwith the
singleglobalprivacypolicy.Theyalsoaskedhow
does themicroblogging site handles conflicts in
national privacy policies of different countries,
withthesourcessayingtheexecutivesdidn'tgive
satisfactory replies.

Theyalsoevadedquestionsaboutdatasafety
andprivacy,amembersaid, followingwhichthey
were reprimandedby theMPs.

Zatko’s allegationswere reportedby interna-
tionalmediahouses.

Twitterhasalreadystateditwasa"falsenarra-
tive"andtheallegationsand"opportunistic" tim-
ing appear designed to capture attention and
inflict harm on the company, its customers and
its shareholders.

Twitterofficials’
replies on issue of
data securityand
privacywere “not
satisfactory”,
sources said
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