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Section 1 : Introduction to the Computer Market in Thailand

Computerization in Thailand started in 1963 with the
introduction of the first two computers into the country. An
IBM 1401 was installed at the National Statistical Office
for census work and an IBM 1620 at Chulalongkorn University
Bangkok for educational purposes.

Ten years after the first installations, there were still
only a small number of computer installations in Thailand
even though the Royal Thai Government realizing the
desirability of coordinating computerization activities, had
in 1973 created a National Computer Committee to supervise
the procurement and use of computers in the public sector.
Also established by this time (circa 1971) as a private
sector initiative was the Computer Association of Thailand
whose central objectives are to promote the efficiency of
computerization and to disseminate awareness of computers to
the general public.

At the end of 1973, there were a total of 39 installations
of which 21 were in the private sector by companies such as
Esso, Siam Cement, Borneo Co (Thailand), and Bangkok Bank.

During the first decade of computerization in Thailand,
installations in Thailand were mainframes - big in both size
and price. :

In 1972, the 1IBM S/3 mini-computer was introduced to
Thailand with the first two installations at Caltex Oil
(Thailand) Ltd and Kodak (Thailand) Ltd. As in many other
countries, the Thai business sector was not generally aware
of the potential of the mini-computer until towards the end
of the 1970s when it became recognized as the “office
computer® with its size and flexibility rendering it
suitable for business use, particularly in the medium size
company.
[

Also extremely relevant to its increasing use was that the
pPrice of mini-computer hardware was much lower than that of
large-scale computers and by 1983 mini-computers were well
accepted as necessary office tools by large and medium size
companies in Thailand.

Micro-computers were first imported into the country in 1980
for market tests although a number of them were brought in
as ‘"personal belongings". A year or so after, there were
several makes of micro-computer available in the Thai market
but many potential buyers were rather confused about brand
and model choice and their varying suitabilities. This
confusion was caused by lack of knowledge about micro-
computers; high and often misplaced buyer expectations: and
very frequently, misleading information from non-
professional and wunqualified salesmen employed by several
micro-computer dealers.
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The micro-computer market began to boom in 1983 essentially
because of very low Prices which increased interest among
small businesses and slowly this interest generated greater
knowledge of computer performances and limitations. Buyer
expectations became more realistic.

Probably the single most important development in computers
since the micro-computer itself has been the introduction of
multi-user capability in micro-computer models. A micro-
computer system that can be linked to a number of terminals,
Oor to the larger system as mini or mainframe computers, 1is
now available for a modern office.

As in other countries, the "look alike" or “compatible"
computers have created a highly competitive market for
micro-computers in Thailand. Many are assembled 1locally
frequently with smuggled parts. The micro-computers sold in
the Thai market today are, by customer preference, mostly
16-bit with microprocessor type 80286.

The rapid development of the Thai computer market was mainly
a result of manufacturers and vendors striving to promote
computerization by developing computers with Thai features
and various Thai application programs. These are now
absolutely essential to local market acceptance.

Section 2 : Analysis of Supply

According to the Computer Association of Thailand, growth in
the number of companies in the Thai computer business has
been as follows:

Total Number

Year of Companies
1982 71

1983 103

1984 175

¥9B5 i 214

1986 200

1987 297 (e)

In 1986, extreme competition in computer vending particu-
larly of micro-computers caused several vendors to cease
operations. Small computer vendors have shown a tendency to
expand to provide consultancy and programme writing services
and/or to supply computer peripherals.

However 1987 saw a 50X increase in the number of companies
in the sector reflecting buoyant conditions due to

* higher economic growth
* more efficient hardware at lower prices
and * uide; range of software.
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The number of companies grew to an estimated 297 in 1987 -
of which 186 supplied computers, 62 engaged only in selling
computer hardware and the remaining 124 in more than one
activity.

For analytical purposes, companies in the Thai computer
business can be categorised into 4 types as follows:

(1) supplying computer hardware
(2) supplying peripherals and accessories
(3) training

and (4) providing consultancy and software development
services.

One company can fall under more than a single category of
activity. The number of companies by type of activities in
1987 were as follows.

Number of Type of Activities

companies R o) Sl s B gk c-oial 4]
62 X
54 X
20 X
30 o X
36
36
21
7
2
21
4 X
4 X

297

¢ ¢ X X X X
> ¢ X
> ¢ X
> X X

]

Higher overall demand and greater user requirements - will
increase the number of computer vendors and simultaneously
lead to greater specialisation as companies seek market
niches.

The relatively small companies selling peripherals will
expand more than the other groups as computer manufacturers
try to enhance their products and overall market require-
ments increase.

More companies will concentrate on providing consultancy and
services in programme writing as these activities will be
closely related to increasing use of computers in Thailand
for many years ahead. The number of software houses is
accordingly expected to rise.
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The growth in the number of training companies is however
expected to slow down because of the addition of computer
courses in school curricula.

There are a few large companies, both Thai and foreign-
owned, with firmly established businesses in Thailand such
as IBM Thailand Co Ltd and Datamat Co Ltd which are active
in selling and leasing computers direct to users as well as
engaging in the other three business categories.

These large firms are achieving steady growth in their
business as opposed to others in much larger numbers which
appear to be facing difficult times.

A list of major suppliers is presented in Exhibit 1.

An increasing number of foreign manufacturers began to move
their production to Thailand which has a low cost labour
base but where technology is relatively developed.

Thus, for instance, a major computer accessories manufac-
turer in Thailand is Seagate Technology (Thailand) Ltdoe oA
subsidiary of Seagate Technology Corp of USA. Possessing the
Thai Government's Board of Investment promotional
privileges, the company manufactures and exports sub-
assemblies for hard disc drives.

Micropolis (Thailand) Co Ltd, a subsidiary of Micropolis of
USA, a manufacturer of hard-disc drives branded “Mini-
scribe", has set up in Thailand to manufacture sub-
assemblies for hard disc drives.

Tavon Computer Co Ltd, established in 1982, is a major Thai
computer assembler. It recently planned to invest Baht 20
million for the assembly of 32 bit computer with micro-
processor type 80386 under the brand name “Tavon Turbo 386"
developed in conjunction with the Ministry of Science,
Technology and Energy, Kasetsart University and King
Mongkut's 1Institute of Technology. The project received
promotional privileges from the Board of Investment.

Due to the import duty structure (mentioned later in this
study) presently prevalent in Thailand, the local assembly
of computers would not appear feasible without promotional
privileges from the Board of Investment. .

At present, there are 20 manufacturers of computer
accessories and related products approved by the Board of
Investment. Their production is largely export oriented.
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Date of
Campany Name Start Up Anmual Production Capacity
Data General Thailand Co Ltd 30 Aug 74 PCB 220,000 units, ribbon cartridge

Seagate Technology (Thailand) Ltd 21 Nov 83

* 15 Mar 88

* 4 May 88

% 17 Mar 88

GSS Electronic (Thailand) Co Ltd 20 Nov 85

QGMI Electronics (Thailand) Co Ltd 20 Nov 85

Fujikura (Thailand) Co Ltd 29 Nov 85
* 17 May 88
Minebea Thai Co Ltd 1986

assembly 60,000 units, keyboard mecha-
nical 60,000 units, lemite top level
assembly 15,000 wunits, terminator
70,000 units, IC 34.6 mil units

Lock sub-assembly 1.176 mil pcs,
actuator assembly 936,000 pcs, 'E"
block assembly 3 mil pcs, head gimbal
assembly 10 mil pcs

Printed circuit board 33.992 mil pcs

Sub-assemblies for hard disc drives:
stepping motor 4.96 mil pcs, carriage/
lock  sub-assembly 1.32 mil pcs,
actuator assembly 1.248 mil pcs, head
gimbal assembly 16 mil pcs, E block
assambly 5.4 mil pcs, mounted preload
assembly 1.248 mil pcs, amm preload
assembly 1.284 mil pcs, pole sub-
assembly 1.248 mil pcs

Band assembly 2.496, actuator amm
assembly 1.248 mil pcs, printed
circuit board for spindle motor 3.12
mil pcs

Electronic assembly 1.08 mil units,
PCB assembly 2 mil units, cable &
harness 750,000 units

PCB assemblies 2 mil pcs, cable &
harness 750,000 pcs, coil & transformer
3 mil pcs, electronics control device
1.08 mil pcs

Keyboard cord 3.6 mil pcs, camputer
cord 200 tons, flat type cable 2,00
kgs, interface cord with/without con-
nector 600,000 sets

Keyboard cord 14.4 mil pcs, camputer
cord 1000 tons, interface & wire
assenbly 11.04 mil pcs

Camputer keyboard : mechanical type -
key switch 60 mil pcs, keyboard
without cover 600,000 pcs, covered
keyboard 1.31 mil pcs, rubber type -
key ewitch 240,000 pcs, keyboard
without cover 330,000 pcs
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Annual Production Capacity

Date of
Campany Name Start Up
* 14 Apr 87
4 Apr 88
Elec & Eltek (Thailand) Ltd 1 Jul 88
* 10 May 88
Kang Yong Electric Manufacturing  #* 24 Feb 87
(Thailand) Ltd
Hop Cheong Industrial Co (Hong * 7 Dec 87
Kong) Ltd

Chicony Electronics (Thailand) Ltd * 14 Dec 87

Johoku (Thailand) Co Ltd * 26 Jan 88
D D K (Thailand) Co Ltd * 2 Feb 88
Tools Products (Thailand) Ltd * 2 Feb 88
Ji-Haw Industrial Co Ltd * 10 Feb 88
SW & Sons Co Ltd * 8 Jan 88
Tavorn Camputer Co Ltd * 28 Apr 88
TLI (Thailand) Co Ltd * 13 Jun 88
SCI System (Thailand) Co Ltd * 13 Jul 88
Melco Manufacturing (Thailand) * 17 Jul 88
Co Ltd
Micropolis (Thailand) Co Ltd * 23 Ay 88

Floppy disk drive head 3.6 mil sets,
paper feeder 158,000 pcs, fan motors
14.4 mil pcs, micro speaker 14.4 mil
pcs, general speaker 288,000 pcs

PBC assembly 5.4 mil pcs

Printed circuit board 1.4 mil sq ft
Camputer system assembly 81,000 sets,
PCB/electronic products 1,836,000 pcs
modem/facsimile/telecan equipments
172,800 pcs

Carriage for floppy disk drive 270,000
sets

High precision camputer relate 2.4 mil
units, head gimbal coil winding 624,000
000 units

Camputer keyboard 1.8 mil pcs

Terminal 1.5 mil pcs, wire harness 6
mil pcs, processed wire 24 mil pcs

Connector 30.2 mil sets, cable harness
1.2 mil sets

Hard disc drive camponent 3 mil pcs
Camputer peripherals cable 2 mil pcs

Printer & disk drive camponents 9.56
mil pcs

Personal camputer 45,000 sets

Disk drive head assembly 10 mil pcs
PCB 800,000 pcs, camputer cord 900,000
sets, semi-assembly camputer camponent
50,000 pcs :
Floppy disk drive 1.35 mil units

Head positioner 875,000 pcs, hard disc
drive 125,000 pcs

* The Board of Investment approval date, operations not having camenced as yet

Source : The Board of Investment of Thailand’
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In addition to these manufacturers, there are over 20
companies either operating or planning to operate in the
manufacturing or assembling of integrated circuit boards and
other electronic components.

Section 3 : Demand Analysis

There are no statistics available either officially or
unofficially which give a comprehensive and accurate picture
of the size and dynamics of the market for computers in
Thailand.

Some indication of the trends can however be formed from the
import statistics calculated by the Thai Customs Department.

Import statistics, 1983 - 1987, are presented in Table 1.

Regrettably these statistics cannot give a wholly accurate
picture because

1. Specific figures for types of computer are not available
as the Customs Department statistics do not break down
the number of imported computers into the various
categories.

2. There have been a large number of micro-computer parts
imported for local assembly under the classification of
"parts & accessories for statistical machines including
computers not elsewhere specified" which include parts
of other types of machines.

These locally assembled computers are mainly supplied to
the 1local market. Only small volumes are currently
exported. In 1987, Thailand exported 290 units worth
Baht 34 million of complete computer sets compared to
164 units worth Baht 14 million in 1986.

3. In addition, more and more sﬁuggled micro-computers and
peripherals have appeared in the Thai market. This
results from the import duty structure mentioned in the
following section. -

Prior to 1983, the Thai computer and related market steadily
increased at a rate of approximately 20-25% pa. However,
the increasing popularity of micro-computers in the last
four to five years has caused the growth to rise to approxi-
mately 50-100% pa.

From interviews with knowledgeable parties (Thai Computer
Trader Association, major multinational manufacturers based
in Thailand, 1local traders, etc) it can be estimated that
the total Thai market for computers and peripherals was
approximately Baht 4,000 million in 1987, a 20X increase
from 1986. This figure includes the value of legitimate
software but excludes tailored or customized and pirated
Ssoftware as well as smuggled hardware.
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In 1988, the Customs Department has adopted the Harmonized

Commodity Description and Coding System.

Import statistics, January to May 1988, are thus shown in an

amended format as presented in Table 2.
Table 2

Importation of Computer and Related Equipment
January-May 1988

(Volume: Units or otherwise specified,

Value: Baht in million)

Volume Value
Analogue or Hybrid Automatic Data
Processing Machines 1,492 28.4
Digital Automatic Data Processing
Machines containing in the same
Housing at Least a Central
Processing Unit 8,934 254.6
Digital Processing Unit 4,263 83.9
Input or Output Units 49,976 256.8
Storage Units 3554797 33.6
Other Auxiliary Machines 17,851 204.4
Total B61.,7
Parts and Accessories (Tons) 3,230 8,575.6

The major growth of the Thai computer market in recent years
came from the micro and mini-computer segment while the

mainframe segment was slow.

Mainframe Computer

The mainframe market in Thailand is limited with very few
systems being installed mostly in big networks such as those
operated by banks and Government bodies. .The total popula-
tion of mainframe computers in Thailand is estimated at
under 100. Most installations in recent years have been for
replacements and equipment upgrading. This is particularly

true in the public sector.



TARA SIAM LIMITED

The public sector, which normally accounts for a large
portion of mainframe business, has slowed down since 1984.
The market, however, was made up by the banking sector which
has heavily invested to computerise operations in the last
five years or so. A large portion of sales in this segment
of the computer market came from auxiliary components,
mainly in the form of data communication networks.

To a considerable extent declining mainframe sales are due
to uncertainty and changes concerning government procurement
policy.

Procurement of computers costing over Baht 500,000 has to be
approved specifically by the National Computer Committee
(NCC) which is said to be a cumbersome and time-consuming
procedure.

Approvals (based on general guidelines laid down by the
NCC) for procurements less than Baht 500,000 are much easier
to obtain and this has encouraged greater use of smaller
systems in government agencies.

The NCC announced that 997 public sector computer purchases
worth Baht 4,000 million out of 1,052 requests worth Baht
4,400 million were approved during October 1984 to September
1987. During October 1987 to May 1988, 200 projects were
requested while 100 projects worth Baht 1,000 million have
been approved. However, these figures include all sizes of
computer systems.

Another factor which has lowered mainframe sales in Thailand
is the development of the so-called super-mini computer. As
the mainframe is expensive and has complicated steps in
application, the market turned to favour the 1large mini-
computer.

The value of the mainframe market was estimated at Baht 800
million in 1987. Estimated market shares in the sector are

IBM 60%
Burroughs * 10%
Univac * 8%

Others 22%
* Now merged under *"Unisys" name

Although obviously still a "guesstimate" it is believed that
the corresponding figure in 1988 was in the region of Baht
900 million. :

The most active mainframe dealers are IBM Thailand Co .Ltd
and Yip In Tsoi & Co Ltd (Unisys) which also deal in the
mini and micro markets.
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Mini-Computer

The Thai mini-computer market will continue to grow in the
foreseeable future at a steady rate of 15-20% pa and the
number of installations is estimated at over 700 in 1987.

As mini-computers require technical support from suppliers
and the establishment of software and hardware engineer
teams relatively high expenditure is involved. -

The leader ( which have already incurred this investment) in
this market is IBM with a market share of 40%.

The remaining 60% of the market is shared among:

Brand

NEC
DEC

Wang
NCR

Unisys

Data General
Concurrent
Prime

Texas Instruments
CDC

Norsk Data
Datapoint
Philips

Nixdorf

AT&T

Honeywell
Hewlett-Packard

Distributors

Datamat Co Ltd

Bangkok Data Center Co Ltd
Micronetic Co Ltd

Innovation Corp Ltd

NCR Thailand

(Kian Gwan Commercial Co Ltd)
Yip.In Tsoi & _Co Ltd

Summit Computer Co Ltd

General Data Co Ltd

Loxley (Bangkok) Ltd

Digital Information Associates Ltd
Computer Technology Co Ltd

Control Data (Thailand) Ltd

Norsk Data Thai Ltd

Systomat Co Ltd

Philips Electrical Co of Thailand Ltd
T N Business System Co Ltd

Action Computer Co Ltd

Siam Telteck Co Ltd

Unimesa Co Ltd

In 1987, the mini-computer market was estimated at Baht
1,200 million,an increase of 20% from 1986, with new brands
in the market such as Convergent distributed by Computer

Management Co Ltd,

Fortune System by Digital Data Co Ltd,

and Supermax by Sinobrit Co Ltd. The 1988 estimate is
approximately Baht 1,500 million.

Micro-Computer

The micro-computer

market in Thailand has followed world-

wide trends by out-distancing the other two categories in

the 1last 3-4 years.

This is obviously due to enhancement

capabilities and cheaper prices.
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While the Thai micro-computer market has been very buoyant
in absolute growth terms, very fierce competition amongst a
host of vendors in the presently rather limited market has
forced a number of businesses into a troublesome situation.
There have been numerous small “one-product” market entrants
selling "“look alike" or compatible computers which create
price-cutting competition. Most distributing agents for
original manufacturers announced that less than half their
sales targets were achieved in 1985-1986. Sales however
have improved in recent years.

Buyers of the low-price compatible type of computer are
mostly small businesses, educational institutes and
individuals for personal use.

In order to solve the price-cutting situation created by
compatible computers, the major manufacturers have released
new models applying higher technology - the 32-bit micro-
computers using a basic standard of Microprocessor B80386.
The new release models of 32-bit micro-computers introduced
in 1987 include IBM System/2 model 80; Compag Deskpro 386;
Wang PC 380; NEC Powermate 386; Mitec 386; ALR 386 and
Multitech ACER 1100.

The value of the Thai micro-computer market in 1987 was
estimated at Baht 2,000 million, 40% increased from 1986.
In 1988 it is believed that market grew approximately 40% to
around Baht 2,800 million. IBM is estimated to have a 15%
market share, NEC 5% and others 10% with compatibles
accounting for the remaining 70%.

Computer Software

In the early years of computing in Thailand, most mainframe
and mini-computer users attached the greatest value to
hardware reliability. Most developed their own application
softwares or had them developed by software houses to meet
their requirements. This was due to the fact that generally
"off-the-shelf" packages were not suitable to the Thai
business environment and were more expensive than having in-
house staff to develop them.

As the Thai economy has developed, in-house software
development has become more expensive and uncompetitive
while there are now more application software packages
available in the market either imported or locally
developed. The local software industry is mainly provided by
the major hardware vendors active in the country and as such
software is normally supplied in the same package with
hardware. Software has become an important tool in selling
hardware.
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Many hardware vendors have developed software to fit
specific market segments. For instance, Loxley (Bangkok) Co
Ltd distributor of Concurrent computer developed a software
system named Hospital Information System (HIS), currently
used in 4 major local hospitals and one abroad. Datamat Co
Ltd distributor of NEC developed a software package for
finance and banking sector, while Yip In Tsoi & Co Ltd
promoted software for securities trading.

There are also about 30 independent software houses active
in Thailand.

In the recent software exhibition arranged by IBM Thailand,
there were 12 participants exhibiting their software deve-
lopments. They included

- Metro Systems Co Ltd; software package for hotel
industry, the POS system for supermarkets and department
stores and inventory control

- F E 2uellig (Bangkok) Ltd; financial software packages
for industrial and pharmaceutical applications

- BM Computer Co Ltd; software packages for production
control and the textile industry

- Datapro System Co Ltd; software packages for insurance
and finance companies

- Pro Line Co Ltd; software packages for production control
and accounting

- Neo-System Co Ltd; software package for hospitals
- Technology Supply Co Ltd; software package for hospitals

- Computer Union Co Ltd; applications in the construction
industry '

- SCT Co Ltd; software packages for printing, production
control, construction and office automation

- SGVN Arthur Andersen Consultants Ltd; software packages
for production control

- Sukhothai Thammathirat Open University; computer systems
used in education

- Assumption Business Administration College; on-line
computerised student registration '

In addition there are imported software packages. At
present there are several international software houses
marketing their products in Thailand. Some of them are
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SAS Institute Inc, USA

Software Systems Associates (SSA), USA
Evergreen Technology, Canada

ATS Computercentre Pte Ltd, Singapore
Computer Assisted Learning Centre, Singapore
Omicron Management Software Ltd, UK

Ashton Tate (dBASE), USA

* % % % % * %

Users normally require software that has Thai-language
capacity; imported software requires modification. The best
potential market for imported software will lie in database
management, programers' tools, scientific and other specia-
lised packages with less Thai language reqguirements.

Unlike mainframes and mini-computers, most micro-computer
users emphasise software availability as they usually lack
the resources to develop their application programs. Hence,
they depend on easy-to-use software such as spreadsheets,
word processing and data management tools which may be
operated by non-technical persons.

Thai-language capacity is essential in marketing micro-
computers and there are many software houses developing Thai
general software for the micro-computer market. The major
ones are R Lab & Consultant Co Ltd, Philos Creative
Products, Micro Wiz Co Ltd and International Research
Corporation Ltd.

Most of the general software packages for micro-computers
are available in Thailand. They are widely copied and
supplied by the venders. :

The problem of “pirating" software for mainframes and mini-
computers is 1less critical due to the visibility of the
users and the size of corporations or institutions that use
particular software.

For mainframes and mini-computers, the value of system and
utility software can be estimated at some 30% on top of the
cost of the hardware. Off-the-shelf application packages
cost approximately 30% and tailored software 50-100% of the
hardware cost. The cost of having software exclusively deve-
loped to one company's reguirement is still low compared to
that in developed countries.

Section 4 ='Demand Forecast

The expectation for forthcoming years is that the expansion
of the Thai economy will be better than in the recent past
with average annual Gross Domestic Product (GDP) growth
during 1988-1991 estimated at 6% minimum.
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The computer market in Thailand is likely to expand at 30-
40% over the medium term in unit volume terms. This growth
however cannot be expected to be the same in terms of
computer market value as the price of computers will be
cheaper while hardware will be more efficient and powerful.

Future demand in the local computer market depends largely
on the overall development of Thai industry. Currently, the
Royal Thai Government is heavily and successfully promoting
foreign investment and joint venture projects in Thailand.
There is great potential that multinational companies will
invest in high-technology.

Ever increasing computer awareness will lead to more
computer utilization. More computer courses are available
in both university and secondary education centres through-
out the Kingdom which will expand the entire market
(hardware, software and peopleware-wise).

It is also anticipated that the price of micro-computers in
Thailand will stabilise and competition will in the future
not be price based but service based. Computer traders are
expected to become more specialized.

Consultancy and program design will be in higher demand.
Medium and large size mini-computers will also be in higher
demand in line with increases in micro-computer usage as
users of micro-computers often require a larger computer to
work as a data collection center and to coordinate work with
other micro-computers in, for instance, distributed center
systems.

Small mini-computers will face competition from large micro-
computers, the so-called "super-micro" computers, while the
large mini-computers will replace demand for the small
mainframes, due to lower price and indistinct performance
perceptions between them. Nowadays, it is becoming harder to
differentiate between the “super-micro" and mini on the one
hand and "super-mini" and small mainframe on the other.

Section 5 : Import Duty and Tax Structure

Computer and related equipments are subject to a total
effective tax rate 34.09% while the corresponding figure for
Parts and accessories is 57.11% and computer media 33.45%.

The import tariff components and effective rates are shown
as follows.
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Import Standard Business Effective
Duty Profit Tax Rate

* Autamatic data processing machines and
units thereof; magnetic or optical
readers, machines for transcribing data
onto data media in coded form and
machines for processing such data 20% 21.0% /A 34.09%

%k Parts and accessories (other than
covers, carrying cases and the 1like)
suitable for use solely or principally
with autamatic data processing mschines 407 26.0% % 57.11%

Unrecorded or recorded media for data
or programs in code form for autamatic
data processing machines 20% 15.5% /A 33.45%

* Data recording machines (magnetic disc type) imported for the production or assembly of
autamatic data processing machines under the rules and conditions specified by the
Director-General of Custams with approval of the Minitry of Finance, the import duty is
107. The effective rate is then 22.91%.

%% For keyboards imported for the production or assembly of automatic data processing
machines under rules and conditions specified by the Director-General of Custams with
approval of the Ministry of Finance, the import duty is 10%. The effective rate is then
23.45%.

Section 6 : Trading Practices

At present, the distribution of mini and mainframe computers
in Thailand mainly takes the form of a “turnkey project"
directly to the customer.

The project usually includes a preliminary study of the most
appropriate hardware configuration and the perceived
software requirement of the potential customer. Upon the
customer's agreement, the system will be installed together
with software. In many cases, the system is developed with
programs specifically tailored to fit the customer while
many ready-made packages are usually modified to meet
customer requirements. Training is provided as part of the
sales contract - the amount of training hours being
dependant on the situation and relative bargaining skills.

At least 1 year warranty is usually provided to the
customer. Maintenance contracts are also available at the
normal rate of 10X of the computer's price per annum. This
maintenance rate will increase 10% every year or in other
words the maintenance rate would be 12X in the second year,
14.4% in the third year and so on.
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Technical support for both hardware and software is
necessary from the supplier especially in the case of
mainframe computers. Some suppliers have several software
houses supporting them with standard or customized packages
in order to free them from high investment in the
establishment of software engineer teams.

The foregoing is also true for those active vendors of
micro-computers which also provide both software and
Ccustomer support. While there is much application software
generally available, customized software is also available
if needed. Training courses and maintenance services are
normally provided for their customers.

The small vendors of compatible computers, of which there
are a great number in the market, wusually sell the machine
together with copies (legal or otherwise) of all the
standard application programs. They are lacking in technical
and after-sale service to their customers.

As previously stated in this report, the public sector is a
large computer customer.

All government procurement are made on a bidding basis.

The Cabinet is currently discussing new rules for procure-
ment. Under the new rules, Government agencies will be
required to buy directly from the manufacturers and major
distributors but they can use small suppliers when the
orders are not more than Baht 200,000 each.

Virtually all computers sold in Thailand require the
availability of Thai features. This can be made possible by
modifying or adding-on to the hardware so that the screen
can cope with Thai characters. Many sole distributors had to
develop their own Thai software before attempting to market
their computers. More often, they modify existing applica-
tion packages into Thai. '

Apart from micro-computers in the “clone market", 1local
vendors wusually operate on a 30% mark up on top of machine
cost inclusive of import tariffs.

Profitability of vendors is extremely difficulty to assess
because of the tendency to minimise taxes.

Section 7 : Main Current Issues

One of the current most controversial issues in Thai
politics and one which is said to have contributed greatly
to the 1988 dissolution of Parliament is the copyright bill.
It is also an issue on which the USA is taking the lead in
raising with the Thai Government within the overall
framework of bilateral trading relations between the two
countries.
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On the general question of copyright protection, Thailand
has agreed to protect US works and expand protection to
cover works created before the US became a member of the
Berne Copyright Convention.

On computer software, Thailand has agreed to allow its
courts to decide whether computer software is protected
under the present copyright law. Software will be protected
in accordance with the Thai obligations to the Berne
Convention, if the court decides they are entitled to this.
Otherwise the Thai side is willing to hold talks to provide
appropriate measures to protect the works in accordance with
Thai law.

It is foreseeable that there will be some US firms taking
legal action against Thai computer vendors in the coming
years. The Thai courts' decision will be sought on the
issue of software copyright protection.

While the US presently has to playing a waiting game, it has
been firm in its search for a commitment from the Thai
Government. The US insists Thailand must apply adminis-
trative measures to provide copyright protection if the Thai
court rules that the copyright law fails to cover computer
software. In this case the protection will be provided on
the basis of the Thai-US Treaty of Amity and Economic
Relations.

While the current position is unfortunately very unclear, it
is believed that agreed protection measures for computer
software will be provided in the medium term future.

Success obtained by USA on software copyright protection
will of-course in due course be enjoyed by other countries.
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Exhibit 1

List of Major Suppliers of Computer and Related Businesses
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TARA SIAM LIMITED



TARA SIAM SERVICES

INCLUDE
Project identification; evaluation; structuring; and, on-going maintenance
Identification, assessment and recommendation of business opportunities for foreign
investors; and, relative thereto, the identification, assessment and recommendation
of the optimum method of market entry :
Investment, agent, distributor and joint venture searches, structuring and mainte-
nance
Facilitation of arrangements for technology transfer and the promotion of trade
between Thailand and other countries
Business and corporate appraisal; rehabilitation and re-organisation
Acquisitions; mergers; divestments; and, rationalisations
The definition of medium to long term industrial and commercial strategies
Financing (equity and debt) appraisal and sourcing including mobilisation of project
finance funds from export credit agencies and other internationa! sources
The provision of economic, political, financial and business information on an
on-going basis
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