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P R E D I C T I O N S  

The global economic crisis will no doubt hit Latin America’s ITC market strongly 

during 2009, particularly during the first two quarters of the year. Be it  by the self-

fulfilling effect of user expectations, or because of a real crunch on capital, it is little 

but naïve to underestimate the impact of such a strong global force. To predict that 

this will happen is not the objective of this document, but more the underlying context 

of the document. IDC Latin America Predictions 2009 is created in a effort to find out 

and present the key inflection points of the regional ITC market within such a context. 

Albeit at a slower pace in 2009 than in 2008, Latin America will remain one of the 

fastest-growing ICT markets of the world. Don’t be mistaken. The current economic 

scenario plays a decelerating role in IT spending. But in times of stress, new 

dynamics are created, new behaviors emerge, and some changes accelerate. During 

2009, Latin America will see that the clash of optimism with pessimism brings new 

challenges and opportunities to both vendors and users. 

Polls done in October of 2008 by IDC, showed that one-third of Latin American 

companies were downright pessimistic about IT spending, saying they would 

decrease IT spending in 2009. This is a historical low compared to our annual survey 

over the last six years. By December, however, a new survey of enterprises, albeit a 

different group, suggests pessimism has receded a bit, to 20% of companies. Closer 

to ‘normal’ if there is such a thing in this emerging market. These are certainly times 

of increased uncertainty. And therefore it is particularly hard to predict what will 

happen. However, we believe that these hard times will put pressure on definitive 

trends, causing inflection points in the ICT market to accelerate, and spawning a take-

off in some markets, an adoption leapfrog in others, and signs of maturity in yet 

others. 

IDC presents these Top 10 predictions that address the forces we believe will play an 

important role in the transformations we will see during the year 2009: 
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1. Expect new dynamics as a result of the global crisis and weaker local currencies 

2. From Dynamic IT to “Cloud Computing”: Adoption catches up with innovation in 

2009 

3. The use of everything “as a service” will accelerate in 2009 

4. On-site/off-site collaboration encourages unified communications, and the battle 

for the UC channel begins 

5. Market maturity combined with economic pressure will shift the “new” vs. 

“maintenance” software spending balance 

6. As the pursuit of better intelligence continues, focus will move from “IT to 

manage the information” to “IT to manage the business” 

7. Telecom services bundling and 3G data devices will expand with the penetration 

of high speed Internet 

8. Mobile standards move toward an equilibrium in 2009: WiFi, WiMax, and 3G 

compete and complement each other creating a more holistic solution 

9. Informal and gray/black market activity will expand in the consumer IT space 

10. WEB interaction becomes ‘tropical’ as Social Networks and Enterprise 2.0 

Applications collide 
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I N  T H I S  S T U D Y  

This study is part of a series of publications around the world that IDC creates every 

year to share their opinion about the next year's outlook for the IT market.  With the 

collaboration of more than 100 analyst across Latin America, IDC's regional team 

present in this document the facts and driving forces that in its opinion will transform 

the market place during 2009.  

This document summarizes IDC's points of view into a list of "Top 10 Predictions" for 

the year 2009.  

S I T U AT I O N  O V E R V I E W  

IDC predicts that in Latin America in 2009, in the search for opportunities under 

today's market conditions, both ICT suppliers and the market itself will shift resources 

and focus toward certain disruptive customers (e.g., emerging markets, small 

businesses, consumers) and those markets in an inflection (e.g., cloud, mobile, 

green/sustainable, converged offerings for personal/business use).   

IDC also believes that these changes will not only occur because of the vendor's 

search for a better market position. Changes will happen because end-users will be 

looking for  the tools that allow them to expand their growth and succeed even in the 

down economy.  

F U T U R E  O U T L O O K  

 

L a t i n  A m e r i c a  P r e d i c t i o n s  

1. Expect new dynamics as a result of the global crisis and weaker 

local currencies 

IDC expects new dynamics to emerge as the result of the global crisis and the 

weakening of many of the region's local currencies.  Though more resilient to global 

economic shocks today than in the past, Latin America is still connected to the ever-

more intertwined global markets. Lower-but-still-high commodity prices, sustained 

above-average GDP growths, and lower exposure to international debt and trade 

imbalances have continued to work in favor of the region and allowed overall IT 

spending to end the year 2008 relatively unscathed. 

But as the pipeline for enterprise hardware and solutions that was created in Q3 of 

2008 gets cycled through, and consumers feel the ever tightening crunch of inflation, 

holiday credit card bills,  and back-to-school spending, the ITC markets of 2009 will 

face new challenge and dynamics. 

IDC has seen that past economic crisis tend to take longer for small- and medium-

sized businesses (companies with less than 1000 employees) to recover than for 

enterprises.  And it is a historical fact that during economic crisis small companies 

(those with 10 to 100 employees) tend to suffer the most.  As a result, we expect the 
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majority of the leading technology vendors to place even more tactical focus this year 

on their best accounts, aiming to grow wallet share and show great customer service.   

Does this mean that the era of the mid-market is drawing to an end? Lower access to 

capital is certainly an important inhibitor for SMBs.  However, consider this: the 

average mid-market company (100 to 1000 employees in size) has increased its IT 

budget more than 50% in absolute dollars over the last five years; and the total size of 

the mid-market demographic has expanded by 6% to 7% over the same period 

(according to IDC estimates for Argentina, Brazil, Chile, Colombia, Mexico and 

Venezuela 2002-2007). This long-term expansion of market opportunity will continue, 

as a still under-invested market segment will continue to feel the pressure to 

compete, to grow and expand.  

Ask any Vice President of Latin America for a multinational IT vendor what they plan 

to do in 2009, and they will tell you now is the time to invest and strengthen their 

position in the region for the long term inevitable growth of the Latin Americas 

emerging market.  And they are right, but the reality is that many of their headquarters 

have bigger problems back home and will not be able to loosen the purse strings for 

Latin America nowadays.  Watch out, though, for those IT vendors who are able to 

get the support from HQ to provide old exchange rates, loosen credit terms, and other 

tactics over the next 12 months – for they are truly likely to come out of this more 

positioned for the medium term growth in Latin America. 

It is also likely that government spending and government funding will increase to fill 

in the gap of private investment, as central banks realize they need to put inflation 

control on the back burner and get back to the growth agenda. 

Finally, we expect more merger and acquisition activity in Latin America in the IT 

space in 2009.  With the dollar going further and niche services and software players 

looking for either new capital, bridge financing to get them through the crisis, or the 

execution of a long awaiting exit strategy, we expect to see large multinational players 

scooping up local firms in the software, services and even the personal computer 

space - using the crisis and the strong US dollar to position themselves for the longer 

term in Latin America. 

 

2. From Dynamic IT to “Cloud Computing”: Adoption catches up with 

innovation in 2009 

IDC predicted 2008 would be a year where virtualization adoption would shift from an 

awareness stage to actual mainstream adoption in Latin America.  In fact 

virtualization, along with Blades and modular systems adoption became one of the 

data center infrastructure and consolidated environment building blocks of 2008, as 

numerous private and commercial data centers invested heavily in advanced 

technologies during the year. 

Even though the conversion to dynamic IT began strongly as predicted in Latin 

America, IDC believes adoption drivers will be very different during 2009, as 

economic conditions play a more important role in IT purchase decisions. The idea of 

a highly scalable IT infrastructure, with a flexible operational cost model is not just an 

appealing architecture, but more and more a necessary alternative to cost-control. As 
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it becomes available to a broader number of users, its impact expands to almost 

every single area of IT, enabling organizations to have a more dynamic operation. 

During 2008, the largest companies in Latin America, in the aims of becoming more 

efficient, have been transforming their infrastructure – without knowing – to Dynamic 

IT or even Cloud-ready infrastructure. IDC defines Cloud computing as an emerging 

IT development, deployment and delivery model that enables Cloud services. Today 

the use of IP technologies, along with server and storage virtualization, blades, 

energy efficient systems, and more flexible management tools has set the ground for 

Dynamic IT architectures. 

Scalable application-oriented architectures, new IP networks implementations, along 

with new applications for virtualized environments, and the necessary tools to 

manage  infrastructure and applications are more common today than just a year ago. 

The current economic environment is forcing most organizations to rethink their entire 

IT investments, with infrastructure as one of the most affected areas. IDC believes 

today's budgetary constraints will become the catalyzing force that will not only foster 

the adoption of new technologies like virtualization, but also the adoption of new 

application's delivery models like SaaS, on-demand, online, etc. during 2009. As 

such, even within a slowing hardware markets, next-generation servers, switches, 

storage, and virtualization technology will become a growing segment, quickly taking 

share of the traditional market. 

The next step towards Cloud computing is to offer superior service levels to support 

the delivery of Cloud services.  Although service levels required in data center 

facilities to deliver true Cloud computing services are not yet pervasive in Latin 

America, a critical mass of Cloud-ready components is being built and will continue to 

do so in 2009. Blades will reach 11.8% of total server units shipped, and 10% of all 

servers will be ‘virtualized’ in 2009. 

Under this new landscape, new alliances will also emerge. Application providers will 

see new opportunities in partnering with Telecom providers or data center providers 

to reach a broader set of users. As user's interest in more cost-efficient delivery 

models increase, most market players will try to adapt their solutions to the changing 

demands of the organizations in Latin America. The current capacity of a provider to 

offer not only a robust infrastructure but also IP capabilities will become the greatest 

differentiator in the market.  

 

3. The use of everything “as a service” will accelerate in 2009 

Even though infrastructure and applications are still evolving towards a mass-delivery 

service model, increasing concern for cost-managing and efficiency, tied to the 

pressure of the global financial meltdown, will speed-up Latin America’s traditional 

tendency to leapfrog in the quicker adoption of IT as a service. Whether it be 

traditional applications such as invoicing and tax management, or new WEB 2.0 

based solutions such as social networking and group communications, the pay-as-

you-go model offers a compelling paradigm shift that will not only entice heavy 

computing consumers, but also a more numerous crowd of smaller companies not 
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traditionally eager to invest in expensive capital deployments but in dire need to gain 

productivity and competitiveness. 

IDC believes the coexistence of on-premise and off-premise computing will find an 

inflection in 2009, as the service offerings of large application vendors like SAP’s 

Business ByDesign and Microsoft’s Online Services reach Latin American countries 

(both have announced this for the first half of 2009). “Prosumers” (professional 

consumers), already keen in consuming technology services such as picture storage 

and sharing via ‘the cloud’, will push new computing consumption models into the 

organization. 

For large companies eager to reduce capital expenditures and to find savings in ICT 

operations management, non-critical activities will be candidates to be moved ‘off-

premise’ and acquired as a service. By finding the most attractive financial model to 

commercialize “IT as a service”, providers will be ready to deliver processing 

capacity, storage capacity, desktop software, specialized software (i.e. electronic 

invoice, CRM, collaboration) and remote monitoring. 

Mid-sized businesses with a lighter legacy, free of the weight of multi-year, multi-

technology investments, and with an open ear for concepts like on-line or on-demand 

will also determine a swifter move to cloud. Anchored in easy-to-access technology, 

mid-sized companies will look for ways to survive; this includes using IT in their favor. 

Though still marginal by comparison, this highly growing segment of online software 

(or services) will find a fertile ground in thousands of mid-sized companies ready to 

move from a model based on hefty capital expenditures to a more flexible pay-as-you 

go proposition. 

These new conditions will transform the way users buy technology and vendors offer 

their solutions. They could even open the door to a new type of enterprise solutions 

provider. Telecom services players will try to take advantage of their large 

infrastructure capabilities and billing model, and are likely to explore the possibility of 

embedding ‘cloud’ services in their enterprise offerings. The competitive environment 

will change as these new players will further push the convergence of the IT and 

Telecom worlds, and allow companies to have access to infrastructure ‘in the cloud’ 

that could also set in motion mainstream adoption of new technologies and solutions. 

 

4. On-site/off-site collaboration encourages unified communications, 

and the battle for the UC channel begins 

The convergence of data and voice communications in the enterprise is not a new 

idea. But a revolutionary change is happening as massive deployments of IP-ready 

networks have been built at exactly the same time that a new standard of 

communication integration software has reached Latin America. Add to this the 

rocket-speed take-off of enterprise mobility devices such as smart phones (and now 

netbooks) that expand the user's access to the increasingly present 3G network and 

the term convergence takes on a whole new meaning. 

This is no longer about just integrating and expanding communication platforms, but  

much more about bringing people to a new level of productivity enhancements via on-

site/off-site collaboration. No other arena in the IT landscape exemplifies better what 
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convergence is about, putting in the same ring the infrastructure players and 

application players, network vendors and devices vendors, and telecommunications 

providers and IT providers. And this is just about to become more interesting, as the 

battle for the channel begins. 

The Latin American IP telephony and Unified Communications (UC) market is 

evolving from an infrastructure-centric proposition to a business process approach. 

Organizations investing in applications and solutions integrating enterprise mobility 

and team collaboration tools are driving market demand, particularly in scenarios 

such as call & contact centers. In 2009, UC solutions will start to be deployed on a 

wider scale. 

The beginning of adoption will not lack turbulence, as a majority of customers are still 

uncertain about what the concept actually encompasses. To further increase this 

confusion, come vendors are now claiming that UC is all about software, other 

players claim UC is all about the network, while the telecommunications players 

argue that UC is actually a service. This confusion has created greater uncertainty in 

end-user beliefs surrounding UC. For this, and other reasons including limited 

awareness, vendors are increasingly concentrating on end-user education.  

We expect that in 2009, Latin American channels and ISVs will be a key piece in the 

demand-generation process. As partners try to identify the role of the channel (Is it re-

sale of services? Is it integration and support? Is it aggregation of demand?), they 

should and must be supported by vendors willing to take the lead on this crusade. 

The main objective will be to reduce the time frame for comprehensive UC 

deployments surpassing the complexity sometimes associated with such an 

implementation, and to establish a critical mass of expertise willing to take-on 

increasing demand.  

Service Providers that end up fulfilling customer needs, are best positioned to take full 

advantage of the UC value proposition, and will be willing to take better cards in this 

game once the concept is mature enough among Latin American enterprises. 

IDC expects that the Latin American market will see announcements in the UC space 

from IT vendors showing new products, solutions, and services, to integrators and 

resellers taking sides with key competitors. Meanwhile, telephony vendors will show 

enterprises how to rationalize their investments in communications technology. This 

will lead to a better understanding of the benefits of UC making it a real business tool 

rather than a 'nice to have' application. 

Vendors and channels wanting to address the Latin American market will need to 

assume a business-centric perspective and focus on the concrete benefits of UC, 

demonstrating how collaboration tools can directly reduce costs and increase revenue 

rather than just being tools to enhance productivity. The main challenge will be to 

prove convince users that collaborative communications are something that can 

provide a competitive advantage. In 2009 and the years to come, the market will 

witness increased interest in individual collaborative and IP telephony components of 

UC as a means to deliver immediate value to customers. 
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5. Market maturity combined with economic pressure will shift the 

“new” vs. “maintenance” software spending balance 

During 2009 the global economic crisis will generate a profound transformation on IT 

investments, and software will not be an exception. The first sign of these changes 

will be the way in which users evaluate and purchase software.  

IDC expects software maintenance licenses to grow 12.2% during 2009, versus the 

9.3% growth in new software licenses in 2009. IDC expects this trend to continue until 

2011 when software maintenance licenses revenue growth of 14.9% will far outpace 

that of new software licenses. More and more companies will maintain current 

systems and delay new investments during 2009 will grow accustomed to a more 

flexible op-ex versus cap-ex spending model, even without having to step out of the 

boundaries of traditional software licensing and into the “as-a-service’ model (see 

Prediction 3). Success will be determined by how profitability overcomes innovation in 

this new scenario. 

This trend toward "maintain versus new" will be not only be accelerated by the global 

economic environment, but will also affect some software markets more than others.  

For instance, the security software market will only grow "just" 15.6% in 2009, which 

is 5 points below the average growth of the last 3 years. As signs of market 

development start to show, a stronger focus on license maintenance costs will drive 

users to seriously press contract negotiation and demand more and more efficiencies 

in the economic model. 

Companies will expect that software investments, even those made to maintain the 

existing tools, generate a return on investment over a shorter and shorter period.  The 

main challenge that software vendors will face, will be related to implementation time. 

It will be difficult to justify software projects that take more than 6 months to complete, 

increasing the pressure for vendors to meet their financial targets. The most effective 

player in demonstrating results under these conditions will increase its opportunity 

with end users.  

As the shift to maintenance-over-new accelerates, the need for better support and 

help-desk services will drive opportunities for services companies; the need for more 

efficiency in software management will fuel automation; and the need for higher 

usage will drive the need for better intelligence. 

 

6. As the pursuit of better intelligence continues, focus will move from 

“IT to manage the information” to “IT to manage the business” 

In a recent survey in Latin America, IDC asked 200 business executives the following 

question:  What business initiatives are leading on the CEO's agenda of your 

organization.  Not surprising the top response was Customer Service, which was the 

#1 response for the past two years.  Next came Sales Productivity, which rose from 

#3 in 2008.  But the response that was the most dramatic change from previous years 

support this current prediction.  Business Performance Monitoring was the #3 

business initiative on the CEO's agenda in Latin America, an item that was not in the 

top five in either of the previous two years. 
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Clearly the need to understand what drives the top line is more important than 

keeping costs under control but in fact, both require better intelligence from the 

business. IDC believes the demand for projects related to business intelligence, 

information consolidation, business process integration, and the creation of new 

information services (i.e. web services, dashboard) will gain importance among Latin 

American organizations in 2009, whose main objective is not only facing the new 

economic environment, but also to preparing for future opportunities when the 

recovery occurs. 

IDC Latin America forecasts the advance analytics software market to grow 34% in 

2009; integration and process automation middleware (IPAM) growing 13.7%; and 

CRM growing 11%. In a software market that has grown on average 10% over the 

past few year, business-related technologies are gaining in importance. This is no 

coincidence. The quest for solving the ‘needle in a haystack’ problem continues as 

businesses, large and small, produce more and more data and need to put more 

effort into turning data to actionable intelligence. 

Most companies tackle the problem with large data warehouses, or think that queries 

and reports are enough to extract the key trends from the data. Most still rely on 

spreadsheets to do the number-crunching. But more and more, they realize this is too 

little, and too inefficient. The ability to move more intelligence faster to more people 

through WEB 2.0 technologies, the embedding of intelligence as Web services, and a 

pressure to deploy intelligence to empower the base of the pyramid will ramp-up 

demand for analytical and predictive tools over the coming year. 

Investment is expected in order to better manage data, integrate applications, and 

enjoy a more complete usage of CRM. This investment will be implemented while 

aligning to compliance needs, using advanced analytics applications, and integrating 

information silos across the organization. For companies, it is imperative to 

understand that data needs to be treated as a key asset to generate a positive impact 

on business benefit. 

 

7. Telecom services bundling and 3G data devices will expand with the 

penetration of high speed Internet 

Despite the economic crunch that most markets are feeling, during 2009, telecom 

service providers will continue to pursue what has been their long-term goal for a few 

years: the expansion of data services offerings and the increase of the coveted ARPU 

(average revenue per user). IDC expects that mobile data services ARPU in Latin 

America will grow over 10% during 2009, compared to 2008. This will be greatly 

driven by a strong revenue lift on these services and are foreseen to raise by 27% in 

2009. 

Key investments in critical network deployments will need to be sustained, and a 

stronger cash position after the restructuring of the industry in the beginning of the 

decade will allow that. Two specific areas of the service provider business will see an 

inflection in 2009 as broadband reaches critical mass in both its fixed and mobile 

environments: service bundling and 3G device offerings. 
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Telecom service providers will focus their strategies on services bundling in 2009 and 

beyond. The combination of two or more services such as Dual, Triple Play or even 

Quad-Play, if mobile services are included, will become an attractive alternative for 

end-users of lower costs by contracting different services through a single provider 

and simplifying their time and commercial arrangements by dealing with a sole point 

of contact. 

At the same time, service providers are benefited by increasing their customer base 

average revenue per user as they provide different services to a single customer. 

This allows them to expand their networks and provide more services to a greater 

geographic area, over their fixed and mobile networks. The main challenge for service 

providers when bundling services is to avoid an excessive cannibalization of their 

traditional services, while they make the necessary investments in order to prepare 

their networks to provide a broader range of services in the most possible efficient 

way. 

3G networks are a clear example of this service offering expansion. IDC expects that 

carriers will continue to invest in these network expansions with high focus on data 

services, especially mobile broadband services.  

Within the larger cities, mobile broadband services will become a complement to fixed 

broadband services, allowing more uses and points of access to the network. This will 

also act as an attractive element to be bundled with other services such as fixed 

broadband. An example of this is Telecom Argentina, which in the second half of 

2008, launched a bundled fixed-mobile broadband service called Arnet Go!. In small 

or remote cities where there are few choices in service providers, or even without 

fixed networks reach at all, mobile broadband services can represent a good (and in 

some cases, the only) option to increase broadband penetration. 

From a device standpoint, the increasing price reductions, the subsidies of 3G-

capable devices by service providers, and the new special offers targeted to young-

students and professional-executive segments not only by service providers but also 

by retailers, will continue to contribute to the growth of the installed base of these 

types of devices. While there has been financing of personal computers in Latin 

America in the past, a new carrier-driven business model of heavily discounted or free 

notebooks/netbooks sold with data plans (similar to a mobile phone contract) has the 

potential to have a much larger impact on Latin America as it goes beyond mere 

financing of the device, but rather gets the product ‘subsidized’ to the end-user. Of the 

many products that IDC tracks on a quarterly basis, none comes close to the 

penetration of mobile phones. Of every 100 mobile phones shipped in the world in 

2008, 16 were sold in Latin America. This is significantly more than the 12% that 

desktop PCs represent and 7% that are notebooks. This large percentage is fueled by 

the fact that the mobile phone is one of the only consumer devices in the market that 

the consumer does not pay the full price of at purchase since it is subsidized by the 

carrier. 

Beyond the new set of devices such as 3G phones, notebooks, netbooks, etc, mobile 

phones will continue being sold as they have proven to be a business tool at every 

business level. However, converged mobile devices require data plans, and these 

plans still require a large monthly investment for Latin American consumers whose 
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budgets may be stretched thin because of inflation, or other factors related to the 

economic downturn. Ultimately, the coexistence of multiple devices and multiple 

mobile/fixed environments will determine the need for critical investments and 

development of economies of scale. 

 

8. Mobile standards move toward an equilibrium in 2009: WiFi, WiMax, 

and 3G compete and complement each other creating a more holistic 

solution 

There is already no doubt that the world is becoming cable-free and more and more 

wireless. But it is not a matter of avoiding the headache of cables.  It is primarily due 

to the connectivity addiction of Latin American end users, where concepts like 

seamlessness and ubiquity play an increasingly key role. And in addition, network 

owners, even historical landline ones, have found wireless infrastructure as an easy 

to deploy, rapidly scalable and, what more importantly, greatly accepted solution, very 

popular among end users. 

Within this scenario, WiMax is one of the most attractive options for those countries 

with high geographic dispersion and lack of infrastructure in remote cities to provide 

voice and/or data services. IDC has seen evidence of sustained WiMax deployment 

and expansion within the region, not only to reach remote and rural areas, which are 

commonly "hard to reach" zones, but also as a substitute to wired “last mile” options 

in those areas with high domination from incumbent service providers.  

The main driver for this technology is the low deployment cost that sets this 

technology apart as an attractive option to serve those areas where the population is 

not concentrated in a small geographic area. This has been the strategy adopted by 

carriers like Telmex in several countries, Entel in Chile, and UNE in Colombia. In 

addition WiMax will act as complement to 3G networks in cases to increase 

geographic coverage to small and/or rural cities, and as an option to the saturation 

that 3G networks are expected to face in large cities, as is the case of the city of São 

Paulo where there is an increased usage expected for the near term. 

For NEPs and carriers, technology roadmaps will follow the path defined according to 

the existing network assets and the business priorities. 3G deployments will need to 

continue at a sustained pace in 2009 to ensure coverage. In this sense, 4G’s LTE 

evolution should only be sought after in those metro areas already experiencing traffic 

saturation although, as stated before, WiMax is also an option in those cases. 

Meanwhile, WiMax will remain as a good alternative for rural connectivity. 

In terms of Wi-Fi technology, IDC expects it to continue to be the preferred option for 

"indoor connectivity", even in those cases where the access to the network is wired 

(xDSL, Cable, Fiber). In the business segment, WLAN will continue to be the 

mandatory policy to encourage collaboration, "wire-free" work environments. And 

from a consumer perspective, Wi-Fi will be the primary way to achieve a "connected 

home", with different devices connected throughout the house, and without the need 

to deploy a wired network to connect them. 

There is a good indication there will be no “killer wireless standard” in Latin America 

during 2009, as the different technologies available will be bound to coexist and 
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eventually complement each other capabilities under different market conditions – 

whether that be rapid deployment, landline independency, geographic coverage 

expansion, or increased bandwidth capacity. Hence, while we will see mobile carriers 

move forward in the cellular generation networks’ path, CLECs will keep placing their 

bet on WiMax to expand their footprint in the region, and both business service 

providers and ISPs will continue developing WiFi-based solutions in order to 

increment their connectivity value position. 

 

9. Informal and gray/black market activity will expand in the 

consumer IT space 

During economic slowdowns, Latin American markets become more price sensitive 

and just like the consumers and businesses they sell to, many hardware distributors 

or resellers are willing to look for alternative product sourcing besides the formal 

market. At the same time, due to more volatility in the local currencies, a distortion 

among the US prices and local (Latin America) prices appears, allowing fast moving 

channels, either authorized or non-authorized, to effectively take advantage of the 

situation and engage in a sort of arbitrage of hardware products.  

This is most evident in PC components, which are often small and can be easily 

carried through porous borders. The other area that is often a victim of economic 

slowdowns is legitimate licensed software. Recent gains in reducing piracy in Latin 

America could quickly evaporate depending on the length and severity of an 

economic slowdown. 

Due to its perennially high import taxes, Brazil is always a candidate for increased 

smuggling of IT products, hidden in thriving informal economy models of border towns 

like Ciudad del Este, Paraguay. These towns will likely see a resurgence in their 

importance in the hardware distribution chain. IDC believes that the amount of PCs 

imported using gray market components or notebooks passing through gray market 

channels will increase in Brazil to more than 41% in 2009. 

As components begin to see the expected price distortions due to changing market 

demand in large regions like the US or Western Europe, as well as the pass-through 

effect of currency, an increased number of products flowing from the US into Mexico 

could also be a result. This will serve to accentuate the expected slowdown notebook 

share growth in 2009 which has been growing rapidly over the past few years. From 

2007 to 2008 the notebook market grew nearly 11 points of share against desktops, 

with one-third of all PCs shipped in the region being notebooks. This growth will slow 

in 2009 with less than 5 points of share flow (gain against desktops) in 2009. This 

growth could be lower, but will be fueled by the new mini-notebook 'netbooks' that 

have been entering the markets globally in 2008 and are expected to account for one 

out of every ten notebooks shipped in the region in 2010, or nearly one million 

netbooks. 

The segments that often buy cheaper goods sacrificing quality and the product 

warranties are consumers and SMB (small- and medium-sized businesses). Vendors 

will need to have a more strict control in terms of warranties and, at the same time, 
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more flexibility in credit policies to reduce the imbalances between official and 

informal prices. 

While some may look at the growth in informal and gray and black markets as a type 

of 'Robin Hood' style of revenue distribution from the more entrenched, formal 

channels to those that are more informal, and from vendors like Microsoft to software 

pirates, the overall impact on the market is more negative as tax revenues are lost at 

a time when governments need them most and the confluence of smuggling IT 

products with other illicit activities by organized crime syndicates only intensifies. 

 

10. WEB interaction becomes ‘tropical’ as Social Networks and 

Enterprise 2.0 Applications colliÞ 

With the increasing number of available WEB 2.0 tools and technologies such as 

wikis, blogs, RSS, tagging, etc., and with the fast-growing adoption of broadband 

Internet, Latin Americans are quickly becoming a strong force in WEB usage. During 

2009, the number of WEB users accessing the company Intranet via WEB access in 

Latin America will surpass 25 million, and the number of users participating in online 

communities will be almost twice as high. With the Internet reaching more than 140  

million users (as per IDC’s definition, unique, regular –once a month- users 

discounting multiple device usage), almost 30% of the total population, and 19% of 

households at broadband speed quality in 2009, passive online activity is a thing of 

the past. 

It is clear that the size of the Latin American consumer social network is expanding at 

a rapid rate, and with no consolidation as of yet, which could be expected in the future 

as larger networks effectively ‘eat’ the smaller networks. Two of the more visible 

networks in Latin America include Hi5 for the region’s Spanish-speaking countries 

and Orkut, a Google-managed juggernaut from Brazil. Other fast growing consumer 

social networks include, Metroflog (i.e Mexico) and Facebook (i.e Colombia, 

Argentina). 

There are many elements driving the growth. The growth of sites like Facebook could 

be the result of motivating its users to publish real information, while it does not 

happen in most of the other social networks; Hi5 has created different language 

versions of its webpage according to local dialects used in Latin America and also a 

version in Portuguese to compete with Orkut and at, the same time, the content of 

their “Help” section has been translated too. A new generation of Internet users has a 

growing need to publish content on the web. 

During 2009, social network applications on mobile devices in Latin America are 

expected to grow much faster than web-based ones, and in this field, Hi5 and 

Facebook will likely have an advantage versus the rest due to first-mover advantage. 

As larger, global social networks continue to take on greater importance in the Web 

2.0 marketplace, Latin American social networks could be ripe for acquisition as 

businesses are looking to effectively monetize the millions of eyeballs that are reading 

social network homepages on a daily basis. If the experience in the United States can 

be used as an example, this will prove to be a challenge as the interest in users to 
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look at traditional banner ads is limited in social networks and alternative sources of 

revenue are necessary. 

After such rapid uptake by consumers, it is only a logical next step that workers are 

starting to demand the use of Enterprise 2.0 applications (the usage of social 

networks within the company’s intranet) within the company. Out of more than 300 

large enterprises (1000 employees and above) surveyed in August, 2008, 18% of 

companies stated they had already deployed some kind of social networking 

technology, with highest usage rates in Brazil and Mexico. While this might be an 

overly optimistic view of what they consider ‘social networking technology’, it is a 

testament to the fact that interest in increased team collaboration through Enterprise 

2.0 applications is on the rise. 

With new enterprise-level vendors entering the  market (i.e. Oracle, Cisco, IBM, 

Microsoft all launching new products in 2008), 2009 will be the year where Enterprise 

2.0 becomes a common word in the Latin American corporate language, spurring the 

emergence of numerous integration and development opportunities for savvy 

technology  providers.  

E S S E N T I AL  G U I D A N C E  

Times of turmoil are times of opportunity for those willing to take a risk, and times of 

realignment for those in need of new balance. During 2009, technology users willing 

to bring balance to cost and productivity will find in technology a strong ally. 

Technology vendors in a position to bet on the long term market opportunity will find 

numerous opportunities. In the identification of key market inflections, both will be 

able to accelerate the pace in a year where the names in the ‘top’ lists will shuffle. 

IDC believes that the second half of 2009 will be a better half than the first one in 

terms of confidence. Having said this, it is a basic recommendation to keep a close 

eye on market developments as volatility will remain high throughout the year. 

Channels will have to continue the accelerated move towards becoming value 

aggregators for both vendors and users, and ‘competency’ will be a coveted asset. 

During 2009, IDC recommends a constant reassessment of current IT delivery 

business models in all fronts. 
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S y n o p s i s  

Albeit at a slower pace in 2009 than in 2008, Latin America will remain one of the 

fastest-growing ICT markets of the world. Don’t be mistaken. The current economic 

scenario plays a decelerating role in IT spending. But in times of stress, new 

dynamics are created, new behaviors emerge, and some changes accelerate. During 

2009, Latin America will see that the clash of optimism with pessimism brings new 

challenges and opportunities to both vendors and users.   
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