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When chips are
down it’s back to
drawing board

Call to focus on semiconductor design

DOUGLAS FRIEDLI

SCOTLAND has no future as a
centre for computer chip man-
ufacturing, and should concen-
trate instead on design work
and start-up companies, a lead-
ing sector analyst has warned.

Ron Leckie, president of US-
based Infrastructure Advisors -
a chip industry consultancy -
said: “The chances of leading
edge semiconductor manufac-
turing coming back to Scotland
are diminishing. Most main-
stream chip manufacturing is
migrating to Asia. China, in
particular, is the new entrant.”

The computer chip industry
employed about 7,000 produc-
tion and design staff at its peak
in 2000, but is now down to
around 3,500 following a series
of factory closures and cut-
backs. The biggest remaining
companies are National Semi-
conductor in Greenock, Ray-
theon in Glenrothes and Free-
scale, formerly Motorola, in
East Kilbride.

Leckie, who will address an
industry meeting in Livingston
on Wednesday, said firms such
as Freescale could retain design
staff in Scotland, but that
manufacturing would be done
more effectively overseas.

He added: “The semicon-
ductor world has changed and
chip manufacturing is becom-

ing a commodity. Scotland’s
best asset is its skills in design
and innovation and that’s
where the focus should be today
-tokeep ahead with design and
architecture innovations.”

He said Scotland needed
more companies like Wolfson
Microelectronics, the Edin-
burgh-based firm which
designs chips for devices such
as the Apple iPod.

Leckie will this week tell
Scottish semiconductor indus-
trialists that the law which has
governed the explosive growth
in computing power over the
past 40 years is under threat.

Moore’s law, which states
that the amount of computing
power which can be bought for
a certain amount of money will
double every 18 months, has
held roughly true since it was
coined in 1965.

Demand for smaller products
with more exciting features, such
as Apple’s new video iPod, has
guaranteed a market for faster
and faster computer chips.

But the semiconductor com-
panies which produce the chips
are investing less, proportion-
ately, in research and develop-
ment, leading to fears that ad-
vances in technology will come
more slowly in the future.

Accordingto Leckie, the com-
puter chip industry will be able
to afford $10.4bn (£5.9bn) for

research and development by
2010, but will require $16.2bn
to keep making chips faster in
line with Moore’s law.

Leckie, who produced the fig-
ures for SEMI, the internation-
al semiconductor suppliers
trade group, said that if com-
panies were to afford to innov-
ate, the steep price falls in elec-
tronic goods seen in recent
years could not continue.

He said: “I think pricing will
have to firm. It is crazy that you
can go into ashopping mall and
buy a DVD player for $35 [£20]
when you think of all the tech-
nology that goes into it.”

He identified a number of
ways semiconductor compan-
ies could bridge the gap - by
raising prices, working togeth-
er,improving efficiency, getting
customers to pay for crucial
new developments or seeking
government support.

Leckie will say the semicon- {:
ductor industry has good pro- |
spects for the next year or so,
because a backlog of stock has
been cleared. “There was too
much inventory between the
middle of 2003 and the middle
of 2004, but it looks like we are
through that now and the mar-
ket is picking up again,” he said.
“There is still lots of demand for
electronictoysand PCs,anditis |
amazing how many mobile |
phones are still being sold.”




