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High Investments Required: Semiconductors
and display manufacturing is a very complex and
technology-intensive sector involving huge capital
investments, high risk, long gestation and payback
periods, and rapid changes in technology, which
require significant and sustained investments.

Minimal Fiscal Support from Government: The level
of fiscal support currently envisioned is minuscule
when one considers the scale of investments typically
required to set up manufacturing capacities in the
various sub sectors of the semiconductor industry.

Lack of Fab Capacities: India has a decent chip design
talent but it never built up chip fab capacity. The ISRO
and the DRDO have their respective fab foundries but
they are primarily for their own requirements and
also not as sophisticated as the latest in the world.

Extremely Expensive Fab Setup: A semiconductor
fabrication facility (or fab) can cost multiples of a
billion dollars to set up even on a relatively small
scale and lagging by a generation or two behind the
latest in technology.

Insufficient Grants under PLI Scheme: Even though
India’s Production Linked Incentive (PLI) scheme
intends to give only 50% of the cost of setting up
at least two greenfield semiconductor fabs by way
of fiscal support, not much of the current scheme
outlay (approximately $10 billion) is likely to be left
to support other elements including display fabs,
packaging and testing facilities and chip design centres.

Resource Inefficient Sector: Chip fabs are also very
thirsty units requiring millions of litres of clean water,
an extremely stable power supply, a lot of land and
a highly skilled workforce.

Sufficient Fiscal Support for All the Elements:
Considering India’s considerable talent and experience,
it may be best if the new mission focuses fiscal
support, at least for now, on other parts of the
chip-making chain including design centres, testing
facilities, packaging etc.

Maximising Self-Reliance: Future chip production
shouldn’t be a one-trick pony and must develop an
ecosystem from design to fabrication, to packing
and testing.

O India must also improvise research and development
in this sector where it is currently lacking.

> Out-strategising Designs and Functionalities: Given the
long gestation periods and rapid technology changes,
India must out-strategise on design and functionality
as the end product will be out only after three-four
years from the moment work begins, by which point
the prevailing chip shortage would have been resolved,
while technology would have advanced further.

> Role of Public Sector Enterprises (PSEs): India’s PSEs
such as Bharat Electronics Ltd or Hindustan Aeronautics
Ltd can be used to set up a semiconductor fab foundry
with the help of a global major.

o Allowing management a free hand in a joint venture
where the global major has brought in technical
expertise, and providing them long-term policy
stability along with proper incentives could well
lead to success.

> Connectivity and Capability Related Measures: Many
factors need to come together for India to make a
mark in the niche chip making and designing industry.
o Theimmediate need for the Indian government s
to connect related industries in India to create the
chip manufacturing ecosystem. National capability

needs to be enhanced.

o Also, upcoming firms should be able to sustain
themselves in the market when subsidies from
the government are withdrawn.

> Leveraging Groupings such as Quad: For developing
such critical and emerging technologies, multilateral
cooperation is a necessity for India, not a choice.
The Quad Semiconductor Supply Chain Initiative is
a good starting point.

o India needs to push for a Quad Supply Chain
Resilience Fund to immunise the supply chain
from geopolitical and geographic risks

India has realised that being entirely dependent on
global supply chains for something as critical as
semiconductor chips is not a wise policy. The Cabinet’s
decisiontosimultaneouslyestablishanIndiaSemiconductor
Mission helmed by ‘global industry experts’ to drive long-
term strategies for the sustainable development of the
chip and display industry is a step in the right direction.
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