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Japan’s position in the global business world has declined significantly. In particular, the
performance of Japan’'s SMI has been declining rapidly. Then we need to reexamine Japan’s
current business model of Japan's SMI.

This paper examines the future direction and development of business models for Japan's
SMI and the semiconductor industry. For that this paper compares IDM in Japan and Fab in
Taiwan (TSMC) in the foundry of SMI.

Semiconductor manufacturing consists of three processes, “the design process”, “front-end
process”, and “back-end process”. IDM is the business model of doing all three processes or
major parts of them in house. And Fab is another business model that the three processes are
carried out by separate companies. IDM in Japan makes it difficult to generate profits that
justify the investment. It is possible for Fab to develop cutting-edge technology and to establish
a competitive advantage. This is one of the reasons why TSMC, which specializes in front-end
processes, has seen its performance grow significantly.

The future direction of Japan's SMI can be broadly divided into two business models. One is
that Japan should further refine its strengths in materials and manufacturing equipment, and
another is that SMI should be carried out in Japan, even if attracting foreign companies. But
we must not forget that attracting semiconductor companies from overseas carries the risk of
them withdrawing.

Finally, I think if Japan's SMI has strong growth, it will be necessary to aim to build new
business models that create new products through technology transfer from overseas or that

create new cutting-edge technologies in ourselves.
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