Latin America Scenario: Overcoming
Challenges and Driving Growth

Gartner

Waldir Arevolo

IV-GESITI
São Paulo, Brazil

These materials can be reproduced only with Gartner's written approval. Such approvals must be requested via email — vendor.relations@gartner.com.

Latin America Scenario: Overcoming Challenges and Driving Growth
Key Issue: What are the key characteristics of Latin American IT organizations?

Latin America Means Diversity
More Than
30 Nations

Dominican Republic

More Than 500
Million People

$145 Billion
IT Market
Venezuela

Puerto Rico

Mexico

Panama

Colombia
Peru

9.7% CAGR
IT Spending

$3,600 GNI per capita
Mexico (GDP 12) — $6,770
Brazil (GDP 14) — $3,090
Argentina (GDP 35) — $3,720
Chile (GDP 45) — $4,910
Haiti (GDP 133) — $390
Barbados (GDP 139) — $9,270
Source: World Bank, 2005

Brazil

Chile

Uruguay
Argentina

Source: Gartner Dataquest, 2005

Source: World Bank and Gartner Dataquest

Latin America's size is impressive: More than 20 million square kilometers (8 million square miles) and a
population of more than 500 million people. More than 30 countries, ranging in size from Brazil (3.4 million
square miles) to tiny island states in the Caribbean, share a common origin — the Iberian peninsula — and speak
two languages, with Brazil speaking Portuguese and the others speaking Spanish.
A region of geographic contrasts, each country in Latin America also shows socioeconomic contrasts that are
remnants of colonial days. Diversity is everywhere. GNI (gross domestic income) per capita varies almost 20
times, from Barbados ($9,270) to Haiti ($390). The main countries in the region are quasi-strong and solid
economies (Mexico ranks 12th in GDP and Brazil 14th) with reasonable GNI.
Despite efforts in the last 50 years, the region still has to overcome difficult challenges, such as wealth
distribution, healthcare, education, unemployment and, in some areas, social unrest. Country instability is still
greater than in Europe and North America — although far less than in Southeast Asia and Africa (according to
the CAST — the Conflict Assessment System Tool from the Fund for Peace).
Countries in Latin America have followed a steadier course in the last 20 or 30 years, and despite well-known
problems, the potential for IT growth in Latin America is great. We believe that the major issues in the region
are more-focused on which segments of IT will have the greatest growth and how IT managers and CIOs can
recognize the maximum ROI.
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Latin America Scenario: Overcoming Challenges and Driving Growth

Key Issues
1. How different is the technology adoption curve
(Gartner Hype Cycle) in Latin America?
2. What are the key characteristics of Latin
American IT organizations?
3. What technology, business and management
trends are emerging in Latin America?

© 2006 Gartner, Inc. and/or its affiliates. All rights reserved. Reproduction of this publication in any form without prior written permission is
forbidden. The information contained herein has been obtained from sources believed to be reliable. Gartner disclaims all warranties as to
the accuracy, completeness or adequacy of such information. Gartner shall have no liability for errors, omissions or inadequacies in the
information contained herein or for interpretations thereof. The reader assumes sole responsibility for the selection of these materials to
achieve its intended results. The opinions expressed herein are subject to change without notice.

Waldir Arevolo
IV-GESITI

Page 2

Latin America Scenario: Overcoming Challenges and Driving Growth
Key Issue: What strategies and tactics should Latin American CIOs contemplate for the
adoption of emerging technologies?

Technology Deployment:
Enterprise General Behavior
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Enterprise Personality Dimensions

Type-C Organizations
 Compliant
 Risk averse
 IT as an
operational tool

(70%)

Type-B Organizations
 Rational
A  Risk analyzer
C
 IT as business
(10%)
support
(20%)

High

IT Adoption Rate

Low

Gartner's Type A (aggressive technology adopters), Type B (mainstream adopters) and Type C (conservative
technology adopters) organization categories evaluate the profile that companies demonstrate toward technology
adoption. The more aggressive the profile, the more the company leverages technology to achieve competitive
advantage.
A Type A, Type B or Type C organizational profile will affect technology adoption overall — in other words,
companywide choices affect the IT architecture and infrastructure. Technology adoption also must be viewed
from a business process level, and it depends specifically on the business objectives the company wants to
achieve with that process.
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Latin America Scenario: Overcoming Challenges and Driving Growth
Strategic Imperative: To compete in a globalized world, understand the role of technology in
your business processes and which type of enterprise you have regarding technology
adoption, and act accordingly.

Technology Deployment:
Enterprise Behavior in Latin America
Technology deployment
is determined by external
constraints, rather
than by natural
enterprise
behavior

Enterprise behavior
must counter that
trend to compete
effectively globally

B
(55% to
60%)

A
(5%
to 10%)

C
(30% to
35%)

As the Latin America Hype Cycle has shown, technology adoption tends to happen later in places where the
technology did not originate. Therefore, if compared with global competitors in more-developed countries, the
region has fewer Type A and Type B and more Type C enterprises. Because technology adoption occurs later,
enterprises tend to "drift" from Type A to Type B and from Type B to Type C.
Latin American CIOs have to factor this in when developing an IT strategy that is aligned with their enterprises'
business objectives. To counter this "drift," CIOs have to develop a more-aggressive approach to technology
adoption.
The alternatives are: 1) Adopt the technology at the same time as competitors, which runs the risk of difficulties
and failure because the technology in Latin America is at an earlier stage of IT adoption, with a smaller market
and less support; or 2) adopt a technology option that is further along in the region's Hype Cycle but run the risk
of a dead end, as technology adopted in more-advanced countries makes the prevalent regional technology
obsolete.
It's a tough choice to make.
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Latin America Scenario: Overcoming Challenges and Driving Growth
Framework

Technology Deployment:
Hype Cycle in Latin America
Visibility

Dampening Effect
Convergence
Toward a
Stable State

Delay

Time

Although the technology gap is shrinking, a delay in technology adoption still hampers the competitiveness of
Latin American companies, and CEOs and CIOs must effectively learn to deal with this. The gap is partly caused
by limited budgets to hire and train people, and to experiment with new technology (availability is no longer an
issue; every major vendor is present in major Latin American centers). Lack of expertise in the new technology is
one reason in itself. It takes time for vendors to bring those resources from the places where the technology
originated. The net result is a different curve of technology adoption, which can be described by a "propagation
dampening" model, in which a vibration is propagated throughout a system and its amplitude is dampened as it
spreads out, until it reaches a final, stable state:
• It starts later than in the places where the technology originates (initial delay).
• It never reaches the same heights as the initial Peak of Inflated Expectations (dampening effect), because
technology shortcomings are perceived earlier in the secondary cycle.
• It later converges to a stable level at the Plateau of Productivity, at which point the two lines could be parallel
or actually merge. For mature technologies, the ubiquity of a technology and the proficiency level of its
utilization are the same in Latin America as they are in more-advanced regions. In many instances, local
solutions with imported technology will achieve higher levels than in the countries where the technology
originated.
• If it starts really late, the Peak of Inflated Expectations and the Trough of Disillusionment are mostly avoided.
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Framework

Hype Cycle for Emerging Trends and
Technologies in Latin America, 2005
Smart Enterprise Suites
Process Management
(Business Process Outsourcing)
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BPM Suites

Visibility

Linux in
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Outsourcing
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Project Work)
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IT Outsourcing
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Technology
Trigger
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Expectations

Plateau will be reached in:
less than 2 years

2 to 5 years

As of August 2005
Slope of
Plateau of
Enlightenment
Productivity

maturity
5 to 10 years

more than 10 years

obsolete
before plateau

The net result is that adoption of a specific technology in Latin America (secondary cycle) will experience an
initial delay. It will not reach as high as the Peak of Inflated Expectations in more-developed countries, because
technology shortcomings (and the appropriate fixes) reach the secondary cycle proportionally earlier in the
cycle. Version 1.2 of any software, with patches, reaches the shelves in the United States and in Latin America at
the same time. As the technology matures, both curves tend to be "parallel" (have the same inclination), the
distance between the two being the difference in volume of adoption.
Some technologies may not generate a "parallel" curve, due to peculiar situations in Latin America. For instance,
e-learning adoption is slower in Latin America, not because of technology but because local cultures do not
favor its adoption. There may also be a heightening (or "negative dampening") effect.
See "Hype Cycle for Emerging Technologies in Latin America, 2005" (G00128063) for further information.
Action Item: CIOs looking for competitive advantage should feel more confident about adopting technologies at
the peak of the Hype Cycle than their counterparts in the developed world.
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Latin America Scenario: Overcoming Challenges and Driving Growth

Key Issues
1. How different is the technology adoption curve
(Gartner Hype Cycle) in Latin America?
2. What are the key characteristics of Latin
American IT organizations?
3. What technology, business and management
trends are emerging in Latin America?

© 2006 Gartner, Inc. and/or its affiliates. All rights reserved. Reproduction of this publication in any form without prior written permission is
forbidden. The information contained herein has been obtained from sources believed to be reliable. Gartner disclaims all warranties as to
the accuracy, completeness or adequacy of such information. Gartner shall have no liability for errors, omissions or inadequacies in the
information contained herein or for interpretations thereof. The reader assumes sole responsibility for the selection of these materials to
achieve its intended results. The opinions expressed herein are subject to change without notice.

Waldir Arevolo
IV-GESITI

Page 7

Latin America Scenario: Overcoming Challenges and Driving Growth
Key Issue: What are the key characteristics of Latin American IT organizations?

IT Industry Maturity Level: Startups,
Challengers and Up-and-Comers
Dominican Republic
Puerto Rico

Mexico

Panama

Venezuela

Colombia
Peru

Chile

Brazil
Uruguay
Argentina

A diversity of factors will influence the IT maturity level of a country — and therefore influence the attractiveness of a
country for IT suppliers. IT suppliers will weight the IT maturity level with other factors, like the economic outlook and
instability index of the country. Nevertheless, without IT maturity, it doesn't matter how attractive the country may be.
IT maturity will attract a supplier to a country, and that will, in a feedback loop, boost IT utilization, which in turn
increases the maturity level, creating the virtuous IT cycle. Some of those factors can be analyzed at a microeconomic
level and affect individual businesses. Other factors can be analyzed at a macroeconomic level and will influence the
country as a whole, and should be the object of attention of interested governments. The most-important factors
affecting IT maturity are:
• Level of economic activity in the country, creating an active IT market, which in turn demands solutions and
increases maturity. This places Latin America at an advantage compared with India and China; although they are
global suppliers, they still don't have a well-developed internal market.
• The set of laws and regulations affecting the business of local and foreign suppliers.
• Existence of a prepared workforce.
• Existence of an educational infrastructure devoted to creating (and updating) IT professionals.
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Latin America Scenario: Overcoming Challenges and Driving Growth
Analysis Framework

The Overall Perspective on the
Latin America Market










Threats
Economic-political immaturity
Limited IT budgets
Deficient IP protection
Complex business bureaucracy
Weaknesses
Deficient skills and certification
Deficient planning,
methodologies and metrics
Deficient attention from int’l HQs











Opportunities
Active, young, growing market
Incentive programs under way
Positive long-term outlook
Good infrastructure
Strengths
Good workforce characteristics
Western-culture compatibility
Overall cost-effectiveness
Creative business models

Suppliers play a critical role in the development of IT maturity and adoption in the region. Additionally, advanced
governments in the region see Latin America as a potential supplier of IT services to other regions, most notably North
America, with which the region shares approximately the same time zones. So, in this globalized world, governments are
interested in creating an attractive business environment for suppliers for three strong reasons: 1) to support the IT-based
competitiveness that local businesses need; 2) to add IT services to their export portfolio; and 3) perhaps the mostimportant reason, to create a high-level, well-paid workforce. Brazil and Mexico top the list, but interesting efforts are also
under way in other countries, like Venezuela, Colombia, Peru, Panama and Costa Rica. Chile, although a sophisticated IT
user, is a small domestic market, and Argentina, once the economic star of Latin America, is still recovering from its
economic debacle of a couple of years ago.
As a matter of fact, we can perceive increased interest in the region, from both the global and local players. Global players,
such as IBM, HP, EDS and Accenture, are making investments in the region, and making one of the countries (Mexico or
Brazil) one of their global "hubs." Local players, after unsuccessfully trying to compete head-to-head with global players,
have created "second generation" niche strategies, leveraging specific Latin American characteristics. Those strategies
include focusing on the midmarket and below, attending to customization requirements unsupported by the big players,
leveraging the workforce's unique and positive characteristics (empathy, creativity, flexibility and initiative), and
developing local knowledge of specific verticals and business practices.
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Latin America Scenario: Overcoming Challenges and Driving Growth
Background/Tutorial

Moving Target: Latin American CIOs Must
Respond to Conflicting Pressures
"Can anybody please point which way to go?"
Agility,
Flexibility,
Scalability

Complexity,
Risk Management,
Compliance

Innovation,
Business
Differentiation

Cost
Management

Security,
Protection,
Continuity

The business environment and the technology environment are changing with ever-increasing speed — in
different directions. Selecting a technology to support a business objective is like trying to hit a moving target
from a moving platform. The net result is a great increase in the pressure on the IT organization.
The "good old days" when the IT organization delivered efficiency and operational excellence are in the past.
Now, the IT organization also must deliver IT-related or IT-enabled innovation, flexibility, and agility, as well as
meet many other objectives. Also, the IT organization must be able to effectively deal with services that cost a
sizable portion of the IT budget and yet are never perceived or valued on the business side of the house, like
security and compliance with regulations.
The new response from the IT organization — and from our perspective, the only one — is to become a service
organization dealing with technology complexity and learning how to deliver internally competitive services,
while striving to continuously deliver to the business the changing combination of services that are supplied by a
changing combination of internal and external service providers. On top of all that, the Latin American CIO
must appropriately manage technology maturity and adoption, and deal with an ever-constrained IT budget.
"Can anybody please point which way to go?"
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Latin America Scenario: Overcoming Challenges and Driving Growth
Key Issue: Which technology, business and management trends are emerging in Latin
America?

Top 10 Business Trends in Latin America
To what extent will each of the following business, societal or
government trends impact your enterprise in 2006?

Ranking
Latin America

Overall

Attracting, retaining and growing current customer relationships

1

3

Improving business processes

2

1

Enterprisewide operating costs/budgets (pressure to control)

3

2

Improving enterprise competitiveness (bottom line profitability)

4

5

Expanding use of information/intelligence in products and services

5

6

Faster innovation (shorter product/service life-cycles)

6

9

Business restructuring (M&A)

7

11

Supporting competitive advantage

8

4

Concern about security breaches and disruptions to the business

9

7

10

10

Data protection and privacy

* New question for 2006
** New question for 2005
Source: Gartner EXP 2006 Survey of CIOs

For the most part, business trends in Latin America are in line with global trends. The worldwide trend is a bit
more tactical than the Latin American agenda. Governance issues are higher on the agenda in Latin America.
This may suggest a trend for Latin America to be more concerned about underlying management issues, without
ignoring other issues such as security. IT's focus is shifting from budget allocation and spending to contribution
and results. Controlling the budget is still important, but the focus now is more on results. The forces behind the
shift include:
• Business executives who value growth more than cost containment. These executives are changing their
attitudes from the unqualified "no" of cost containment to the qualified "yes" of growth initiatives.
• The completed build-out of the technology infrastructure. Now, the focus is on improving, integrating and
innovating operations, using established technologies and applications.
• Initial revenue gains from automation. These gains increase operational efficiency and are part of 2005 plans
and budgets. Getting more growth and efficiency will no longer rely on "low-hanging fruit."
The 2005 business trends focus on business process improvement and business intelligence as ways to do things
better and faster, rather than just less expensively.
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Background

Anticipated average increase in IT budgets

CIOs are managing IT budgets more like
business budgets.
5.0%
4.5%
4.0%
3.5%

Latin America Average 3.5%

3.0%

2.5%

2.7%

2.5%
2.0%
1.5%

1.3%

1.4%

1.0%
0.5%

0.0%

0.0%

2002

2003

2004

2005

2006

Sept. 11 and other incidents have made us all too aware that we are part of a global environment, much of
which we don't understand. In many cases, we are members of multinational, even "global," enterprises. Our
most critical decisions during the next five years will focus on how to use IT to "force multiply" our business
processes and imbue our decisions with prescience, speed, precision and global astuteness.
One perspective is unavoidable: IT can no longer be viewed as the expert domain of any one nation. Nor will
our enterprises be successful if we attempt to apply the same approach to deploying IT in different regions and
countries of the world. As we will see, the many parameters that affect development and the dissemination of
IT will create a kaleidoscope of country personalities that rival country foods and dress in their diversity. The
real-time enterprise in the global setting must operate in all time zones, all languages, all cultures, all political
systems, all currencies and all markets. The approach that made an enterprise successful on its own turf must
be reinvented for each IT infrastructure it creates in another corner of the world.
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Strategic Planning Assumptions

A Latin America Snapshot: Some Important
IT Trends
 By 2006, 80 percent of efforts to demonstrate business

value in open-source adoption will fail due to poorly
conceived adoption strategies (0.7 probability)
 By 2007, Latin America, notably Brazil and Mexico, will

become challengers in application development
outsourcing and in niche business process outsourcing
(0.7 probability)
 By 2008, in Latin America, real-time financial operations

driven by secure and ubiquitous electronic channels will
represent 80 percent of the total number of transactions
(0.7 probability)

These trends apply to the more-developed metropolitan areas and regions in the more-developed countries.
These countries account for 70 percent to 80 percent of Latin America's IT market, which is projected to
reach $145 billion in 2005, with a 9.7 percent CAGR. Regions in less-developed Latin American countries
will follow these trends more slowly. For mature technologies, proficiency levels across all of Latin America
will eventually converge toward the level of more-advanced centers.
Each of these Strategic Planning Assumptions will individually trigger important new niche initiatives. What
is exciting is that all will be commercially viable within the same time frame. Also, as Latin America begins
to move toward new technologies more quickly, these trends will be adopted at the same rate as in the rest of
the world.
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Latin America Scenario: Overcoming Challenges and Driving Growth
Strategic Planning Assumption: By 2006, 80 percent of efforts to demonstrate business
value in open-source adoption will fail due to poorly conceived adoption strategies (0.7
probability).

While Acceptance Continues, Deployment
Challenges Remain for Open Source in Latin America
Pervasive Enterprise Acceptance

Phase 1

High

Phase 2

Phase 3
Expansion and
Acceptance

Tactical
Deployment
Advantages
Deployment
for IT Advantage

Early
Adoption




Low





1998

OS maturity
Proof of concept




Acquisition cost benefits
Web advantage
Open-source maturity

2000-2004





Strategic commitment
Workload demands
Applications
Support and SLAs
IP risks

2005-2008

The aggressive commercial policies of giant software vendors, coupled with restricted IT budgets, will lead CIOs
to turn to open-source software (notably Linux). The public sector uses more open-source software, with
political considerations and regional differences influencing adoption, especially on the desktop.
This is the latest revision of Gartner's adoption curve that charts the progress and factors in accelerating Linux
adoption in the enterprise. We've made a few adjustments, such as: 1) a narrower chasm to Phase 3; 2) a thinner
reality-check gap as Linux matures as a proven operating-system environment; and 3) some changes to the
inhibiting factors in Phase 3 (especially for complex configurations with demanding availability and recovery
requirements).
More-aggressive enterprises that achieve notable successes in Phase 2 of Linux evolution should design morefar-reaching strategic plans to address the commercialization of Linux, to minimize political resistance to its
further adoption. An enterprises that is less inclined to stretching the bounds, but that has had a positive
experience, can continue to build out the foundation and niche roles for which it has achieved success. Lagging
enterprises should avoid prematurely advancing to Phase 3 before Phase 2 is actively mined.
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Strategic Planning Assumption: By 2007, in Latin America, real-time financial operations
driven by secure and ubiquitous electronic channels will represent 80 percent of the total
number of transactions (0.8 probability).

Banking Will Bring Real-Time Operations
and 'More People' to Local Ecosystems
Customer

5
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XYZ
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 Mobile users
 Instant/impulse
 RTE support

External Entities

Financial Services
Firm

Loan
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5

Contracts
System
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Servicing
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Accounting
System
5
Federal Government
Compliance Agencies

Contracts
Operations

Secure
Trustworthy
Privacy

Client's Lawyer

Alternative Suppliers
 NSPs — Terra/UOL
 ISVs — IBM/
Microsoft/SAP
 Independents
 FSPs

Technology is essential for implementation of real-time payment systems in the largest economies in Latin
America: Brazil and Mexico. The consolidation of digital certification infrastructures integrated to electronic
channels and payment flows will help enlarge "bankerized" segments and increase credit volumes. The extension
of electronic monetary interactions to all segments produces opportunities to create more revenue for financial
services providers (FSPs). IT also enables FSPs to maintain cost control and support efficient delivery of
customer-need-adjusted products and services to individuals, and enhanced cash management to enterprises.
Action Item: Latin American FSPs and enterprises should increase connectivity, complete interenterprise
integration, and implement document management (DM) and business process management (BPM) technologies
with standardized security infrastructures. They should strengthen and extend their application integration
capabilities (most notably through Web services) and address security issues raised by electronic interactions
that extend beyond traditional intraenterprise and point-to-point interactions. At the same time, they must
maintain a disciplined approach to business process and technology infrastructure, driven by the goal of
becoming a real-time enterprise.

© 2006 Gartner, Inc. and/or its affiliates. All rights reserved. Reproduction of this publication in any form without prior written permission is
forbidden. The information contained herein has been obtained from sources believed to be reliable. Gartner disclaims all warranties as to
the accuracy, completeness or adequacy of such information. Gartner shall have no liability for errors, omissions or inadequacies in the
information contained herein or for interpretations thereof. The reader assumes sole responsibility for the selection of these materials to
achieve its intended results. The opinions expressed herein are subject to change without notice.

Waldir Arevolo
IV-GESITI

Page 15

Latin America Scenario: Overcoming Challenges and Driving Growth
Recommendations

Recommendations
 IT is the key resource for businesses in Latin

America: Use it
 Business-IT alignment is an elusive target:
Revisit it often
 Sourcing is a broad and critical management
discipline: Develop it
 Resist pressures and go beyond execution:
Plan before, measure after
 IT competes with other investment initiatives:
Offer attractive risk, value and timing
 Don't be conservative: Adopt change and
manage it
Exploiting IT as a strategic resource means developing a new overall approach to the problem. In Latin America,
this approach can be characterized by the following attitudes:
• Alignment is an elusive target. The closer an enterprise gets to it, the more IT becomes entangled with the
business, requiring better ways of alignment. This is a permanent concern.
• With current IT growth rates, the problem of skills will only grow worse in Latin America, as it will in in
some other regions as well. This is an added reason to develop sourcing as a full-fledged management
discipline.
• As the economic and business environment in Latin America changes faster and faster, CIOs live in a
permanent state of "fire alarm." They sacrifice the future to comply with immediate priorities. A
professional management attitude requires more-strategic preparation and a more-mature reaction to
pressures.
• IT expenditures are not expenses. IT investments must be evaluated competitively with other investments
from a business perspective, and the return on that investment must be measured, closing the cycle.
• Latin American CIOs have to deal with one more change dimension: changes that derive from a crisis in the
external environment. Less-conservative and more-flexible initiatives are necessary.

© 2006 Gartner, Inc. and/or its affiliates. All rights reserved. Reproduction of this publication in any form without prior written permission is
forbidden. The information contained herein has been obtained from sources believed to be reliable. Gartner disclaims all warranties as to
the accuracy, completeness or adequacy of such information. Gartner shall have no liability for errors, omissions or inadequacies in the
information contained herein or for interpretations thereof. The reader assumes sole responsibility for the selection of these materials to
achieve its intended results. The opinions expressed herein are subject to change without notice.

Waldir Arevolo
IV-GESITI

Page 16

Latin America Scenario: Overcoming
Challenges and Driving Growth

Gartner

Waldir Arevolo

IV-GESITI
São Paulo, Brazil

These materials can be reproduced only with Gartner's written approval. Such approvals must be requested via email — vendor.relations@gartner.com.

