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P R E D I C T I O N S  

"With economic stability being forecasted and felt around the region, we see the year 
2007 as one where a number of global technology shifts will begin to take hold in 
Latin America – from virtualization to SOA, from managed services to unified 
communications and at the same time we see an overall market heading for its fourth 
consecutive year of growth.”  — Eric Prothero, IDC group vice president, Latin 
America 
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I N  T H I S  S T U D Y 

This IDC document is the Latin America Predictions 2007. 

For the fourth year in a row, IDC expects to see IT spending growth in Latin America 
in 2007. This is a continuation of the global and regional economic rebound that 
began in the early 2000s. In fact, IDC expects 12.8% growth in IT investments in Latin 
America in 2007 which will make the region the second fastest growing region in the 
world, just behind Central and Eastern Europe.  

With this positive forecast, several questions come to mind related to the drivers 
behind this strong growth:  Is SOA the real response to link IT to business processes? 
Will the midmarket really increase as a percentage of total IT investments any time 
soon? Will Latin America have any space in the worldwide off-shore services market 
in 2007?  

In this update IDC analyzes the top market trends that will set the stage for market 
transition in Latin America during 2007. 

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

Worldwide analysts refer to 2007 as the “hyperdisruption” year for the IT industry. 
Indeed, several aspects of the traditional market are changing radically and will cause 
market transformation in the following years. Some of these moves will hit Latin 
America. Others will probably change before they ever get to this region. This 
document brings some of the major trends that will affect Latin America in 2007. They 
are:  

y Worldwide IT spending is expected to grow 6.7% in 2007. Just as any emerging 
geography Latin America should grow faster, 12.8% in the same period. 
However, the one digit worldwide perspective is what is forcing vendors to think 
out of the box and create some of the disruptive trends that we are seeing in the 
market right now.  

y In 2005-2006 vendors put a lot of focus on the BRIC countries (Brazil, Russia, 
India, China). As these economies grow new challenges emerge such as costs of 
living increases, wage hikes, etc. As a result, vendors are beginning to look at 
some other emerging countries that present growth rate above average, and 
wage rates more reasonable. This could be the case for Argentina, Chile and/or 
Central America & Caribbean, for example. 

y Virtualization seems to be the new market buzz right now, in Latin America and 
around the globe. It is a very new market and therefore hard to predict the full 
impact at this point.  The year 2007 will be a year of education in Latin America. 
Data center consolidations will be the main market driver.  

y SMB sectors will keep being the focus of large vendors and that will force them to 
develop new offerings that fit SMB needs better. Software as a Service and 
Software On Demand will grow as a consequence of this strategy as well as 
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channel development in Latin America. Vendors will learn how to offer “just 
enough” product (hardware or software) for this segment which will  likely include 
lower functionality, lower customization, and lower price. Dual core processors 
will also open new possibilities for this segment.  

y Convergence will affect all areas of telecommunications and, to some extent, the 
IT services market as well. We will see an increased us age of VoIP, especially by 
the midmarket. The next push of fixed line carriers will be that of fixed – mobile 
convergence (FMC), allowing home phone to roam to a mobile environment 
outdoors. In the mobile space, there is also some updating on technology going 
on. Carriers are looking forward to migrate to 3G technology that will ultimately 
make the mobile broadband promise come true, by enabling all kinds of 
applications (content, entertainment, etc.) within a mobile environment in Latin 
America. The majority of the carriers are currently in an intermediate stage being 
able to offer only some MMS and basic mobile data applications. 

y In 2007 Latin America will also get out of the shadow in the off shore services 
segment. Slowly companies around the world are considering Latin America as 
one of the possibilities for off shoring and with incentives given by federal and 
state governments slowly it becomes real for Latin America to begin to compete 
in a global environment.  

y Services Oriented Architecture seems to be the next generation platform that is 
here to stay. However it will be eventually more important to software vendors to 
be able to keep developing products that are easy to integrate perhaps than 
customers themselves. IDC LA expects some mission critical projects in large 
corporations to happen on SOA in 2007 but the majority of the companies will 
expect packaged software to come out with SOA to adopt it.  

y In the consumer market, purchasing devices without WLAN capabilities is 
becoming unacceptable. Wireless is actually pushing the consumer market up 
market (PCs, notebooks, handhelds, smartphones) and will continue to do so in 
the following years.  

y During 2007, IDC expects Latin American companies to increasingly focus on an 
integrated approach to information management and start developing a 
converged understanding of Business Intelligence, Business Process 
Management, and Business Process Automation software. They will increasingly 
tie investment in traditional technologies (i.e. servers, storage) with strategic 
information decisions. IT vendors, consultants, and integrators will need to adapt 
their offerings to this evolving demand. What will be more significant is the impact 
that CEOs and CFOs will have. IT adoption will increasingly be influenced by 
their decisions and vendors must consider this in their offering design and go-to-
market.  

y During 2007 managed services they will be approached from three sides: 
Telecom providers will approach managed services via communications 
infrastructure and value added services; IT vendors will come with an expansion 
of their hosted services and IT outsourcing portfolio; and Network vendors will 
come from both sides. End-users will benefit from a competitive offer both in 
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terms of service and pricing. IDC estimates the managed services market to 
reach almost one billion dollars in 2007 in Latin America. Security-related 
services are likely to be the fastest growing segment within the managed 
services market 

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

I D C  L a t i n  A m e r i c a  P r e d i c t i o n s  2 0 0 7  

1. The year 2007 will mark the fourth consecutive year of IT Spending 
growth in Latin America 

There is a strong correlation between GDP and IT spending growth in Latin America. 
While World Bank expects to close 2006 with a 5% growth on GDP in the region, IDC 
closes 2006 with a 15.7% growth in IT spending, or US$ 37.4 billion spent. For 2007 
World Bank forecasts a 4.2% growth on GDP while IDC forecasts a 12.8% growth in 
IT spending in Latin America. Market will reach US$ 42.2 billion during this year.  

Economic stability is key factor for the IT market in this region and economists expect 
2007 to be the fourth year in a row that there are no major economic surprises around 
the region. This, alone, means optimism for the year that begins.  

The year 2006 was an important political year for the region since several presidential 
elections happened during this year. In Brazil, Lula starts his second round but larger 
representation of other parties in congress can slow down government decisions. In 
Mexico, Felipe Calderon assumes the presidency bringing some relief after so many 
conflicts during the elections period. In Venezuela, Chavez assumes his third 
mandate which IDC believes may pull down IT investments a bit. Consistent but 
conservative growth is expected from Chile, on GDP and IT investments. Argentina 
prepares itself for presidential election in 2007 which can bring some uncertainty 
during the months prior to the elections. Colombia, also with a reelected president, 
should have a GDP growth close to Latin American average, 4.1%, and in Peru 
Federal Government should increase investments on infrastructure and social issues 
during this year.  

IDC believes that slowly Latin America is shrinking the technology gap. There are 
several initiatives from both the government and private sector to offer PCs at a lower 
price so more people can have access to technology. In this last year PC installed 
base grew significantly due to a decrease on prices and higher purchase capacity. 
The number of cell phones and the growing amount of applications existent on these 
devices is also an example of this trend. Some cell phone companies recently 
announced their best quarter ever in Latin America. If we keep up this speed on the 
consumer side, we may have a much higher number of technology users within 5 
years in this region. Then, a new window of opportunity opens in Latin America, a 
potential market that we still have not seen.  

On the enterprise side, every vertical sector is doing well right now and several of 
them are investing more than ever in IT. Financial, telecommunications, 
manufacturing, retail and public sectors are those that are investing the most in IT. 
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Compliance and IT governance have been key drivers especially for the financial and 
manufacturing sectors. Telecommunications is living the wave of convergence and 
integration projects are the ones making the most sense right now. The public sector 
is working on a number of areas but continue to move forward on increasing control 
and transparency. Retail is investing in logistics, inventory and some new 
technologies such as RFID.  

2. Vendors look beyond BRIC in Latin America 

Brazil is the only one of the four BRIC economies right now that is not experiencing a 
high economic growth rate. IT growth is actually happening because of other factors, 
such as high competition. However, as economies in the BRIC (Brazil, Russia, India, 
China) countries grow, new challenges emerge for the countries and for the market. 
Salaries rise, rent increases, and the cost of doing business also increase.  

As a result, vendors start looking at some other emerging countries that may present 
similar opportunities with higher than average growth rates. In case of Latin America, 
we are currently seeing Argentina, Chile, Central American and Caribbean in this 
category.  

Despite being in its third consecutive year of strong growth, Argentina has not fully 
recovered from the economic debacle of 2002. There is still unmet demand that 
represents an opportunity for growth on top of the inertial growth coming from an 
economy with lower-than-average IT penetration rates, obsolete installed base, and a 
growing mid-sector (both in the corporate and consumer markets, a growing ‘middle 
class’ constitutes a principal motor of growth) with increasing purchase-capacity. The 
growth rates seen in 2004, 2005, and 2006, have resulted from a market that is 
getting back on track, especially from the side of the consumer, but what is really 
starting to invest in strategic growth initiatives is the corporate and public sectors. IDC 
expects 2007 to be a year of enterprise investment awakening, tagged to the tidal 
wave of pre-electoral venture. The fact that elections are in the end of the year and 
post-election stand-by of public investment will take effect in 2008 will only strengthen 
this effect. 

Chile has for years been an oasis of economic stability amidst an uncertain region. 
Likewise, IT investment in Chile is a case for long-term stability. During 2007, the 
story will remain the same, as Chile continues to show double-digit market growth. 
Even if Chilean rates, not affected by a recovery-from-crisis inertia will not be as 
spectacular as those of Argentina, Chile’s market will continue to show the steady 
pace it has shown before. The most important result of such stability is that for many 
years now Chile has seen the emergence of a solid base of new consumers and 
small companies eager to use technology. This expansion of demand into lower 
strata of the economy will go hand-in-hand with an expansion of trained labor 
available to the IT industry in 2007. 

3. IT Infrastructure in Latin America is on its way to Dynamic IT 

Even though “Dynamic IT” or “On demand” are terms still not totally understood by 
organizations in Latin America, CIOs and CEOs are clear in their objective of 
improving IT company efficiency by investing in IT that can be easily scaled-up.  With 
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this goal in mind, they are considering architectures that will allow them to grow in a 
modular and flexible way.  

This need is forcing IT vendors to work together and to consider some mergers & 
acquisitions that can help them to offer a complete IT solution for a specific 
technology area. In the storage market, for example, there is a clear trend of 
consolidation between storage and security software vendors right now that IDC 
expects to spread to system management and virtualization in the near future.  

One of the foundation technologies for a Dynamic IT Infrastructure -- virtualization has 
become a buzz word in technology circles. It may represent a great opportunity for 
some infrastructure vendors and a threat for others, as it can slow down server 
processor and other equipment sales as companies learn how to better utilize their 
current hardware – and software – infrastructure. Blades will increasingly be 
incorporated into virtual server consolidation environments and become an initial step 
for multi-core processing in the volume server market. IDC predicts that in 2007 
approximately 10% of all physical server deployments will be virtual machine hosts.  

As in the rest of the world, 2007 will be the year of education about virtualization in 
Latin America. Its rapid return on investment may generate a fast response from the 
market although regional companies are usually conservative when it comes to 
investing in new technologies. However, in this case, companies will be able to 
postpone some of their investments in hardware and still update their applications; 
reduce investments in maintenance and, most importantly, consolidate their data 
centers. After all, data center consolidation is the number one driver of the 
virtualization market.  

It is important to mention, however, that virtualization has an impact in almost every 
single area of IT. With an optimized usage of servers, companies will potentially have 
the funds to deploy new applications that, until this point, were out of reach due to 
budgetary constraints. Thin clients may appear again with the potential virtualization 
of all other hardware functionalities somewhere else in the company. Appliances may 
be impacted as well as change & configuration software since many of these 
functionalities are already included in virtualization software.  

Outsourcing companies will potentially be the first ones to deploy virtualization 
extensively since it will bring important economies of scale for these companies.  

Appliances are another component of the infrastructure market that deserves 
attention for its high growth in the security, storage and networking areas. Among the 
benefits provided to customers are ease of installation and configuration at a low 
price point which allows easy replacement in the future. It is interesting to note that 
there are new appliances coming out around the world that have not yet appeared in 
Latin America such as Business Intelligence appliances.  

Last but not least, the Windows Vista launch should have an impact on the 
infrastructure market in 2007 and beyond. IDC expects a maximum of 20% of 
Microsoft's current installed base to migrate to Windows Vista within the next 12 
months. For now, we are considering that only early adopters will participate in the 
early migration. A larger number of companies should migrate between 2008 and 
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2009. Consumer market will evolve faster in this process since the operating system 
comes embedded in the hardware. 

4. Convergence receives top billing in telecommunications 

Voice and data, fixed and mobile, IT and telco, from any angle, we see convergence 
going on in the telecommunications market.  

It is increasingly hard for people in Latin America to keep two different phone lines 
and two different bills to pay at the end of the month, and, therefore, fixed line 
telecommunications carriers are slowly losing users to mobile companies. Cell density 
passed teledensity a few years ago, and, therefore, fixed lines carriers are developing 
new services in order to keep competitive in the market. Among their new offerings 
will be the triple play that will provide phone line for home, broadband connection 
(typically ADSL) and digital TV, all under the same contract. However, carriers are still 
preparing for this next wave as they must move their infrastructure into the Next 
Generation Network architecture in order to offer this. Telefonica, Brasil Telecom and 
Telecom Argentina already have some trials in place or are negotiating some 
contracts. IDC expects the first commercial offerings to come out during 2007.  

Other than the triple play, the next push of fixed line carriers will be that of fixed – 
mobile convergence (FMC), allowing home phones to roam to a mobile environment 
outdoors. In this context, IMS architecture appears to be the most suitable solution to 
enable this type of convergence. 

Some technological updates are also going on in the mobile space.  Carriers are 
looking forward to migrating to 3G technology that will ultimately make the mobile 
broadband promise come true by enabling all kind of applications (content, 
entertainment, etc.) within a mobile environment. The majority of the carriers are 
currently in an intermediate stage being able to offer some MMS and basic mobile 
data applications only.  

Looking around the region, Mexican companies are not necessarily on the same path 
as their Latin America counterparts in other countries. The most important move in 
Mexico is the consolidation process between Usacell and Unefon in an attempt to 
gain a competitive edge over Telmex. Major offerings of these carriers will be around 
Voice over IP, broadband and converged solutions.  

VoIP is another important trend in Latin America. The migration to IP started five 
years ago in the region and therefore is already fairly saturated within large 
companies. IDC's studies point to 66% of companies with more than 250 employees 
in the region already using some kind of VoIP solution (IP PBX, SIP, etc.) by the end 
of 2006.  IDC expects up to 75% penetration within medium and high end enterprise 
by the end of 2007. Therefore, a new phase is approaching for telecom vendors 
related to the overall IP business as they begin to focus their efforts on the new 
opportunities that lie in the midmarket. In line with this, channel strategies will be key 
to tap these market segments.  

Moreover, the developmental stage of the market has put an end to the question "IP 
or no IP?" replacing it with the Unified Communications concept as the true value add 
to business platforms. 
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Another important trend regarding telecommunications convergence is the increased 
managed services offerings in the region, mainly around security and networking 
services. Telecommunications companies have client ownership today, and, 
therefore, offering more services around connectivity is a natural path. IT companies, 
on the other hand, need to increase long-term revenue contracts in order to be less 
dependent on individual projects. Both sectors are competing in the managed 
services market and tend to compete more and more as demand for this type of 
services increases.  

IDC believes that 2007 will be a year of value chain configuration for managed 
services, where market players will develop partnerships and alliances in order to 
come up with a solid, integrated turnkey solution for enterprise end users. 

As for market evolution, IDC expects that large companies will naturally be the early 
adopters of this kind of solution, but offerings will extend to midmarket presented in a 
hosted model preventing lower end enterprises from high upfront investments in 
infrastructure. IDC expects the managed services market to increase 27% in 2007. 

5. Economic stability allows for increased focus on midmarket 

Mid-sized companies are the center of the strategy for hardware, software, services 
and telecommunications vendors in the region, but this sector's development depends 
on channel partners and a long-term investment by the vendors. This is only possible 
when economies are stable as they are currently and the pressure on vendors to 
accomplish financial objectives is not so high that vendors are forced to adjust their 
priorities and start closing deals rapidly in the midmarket by themselves as opposed 
to working through channels.  

Therefore, assuming there will be no surprises in the macroeconomic environment, 
the Latin America midmarket should continue to be the fastest growing segment in 
the region. Some of the evolutions we are seeing in this segment include the 
following:  

y Increasingly commoditized servers (i.e. dual-core) will represent a low-cost 
opportunity for SMBs to incorporate more demanding workloads into their 
architectures to better solve their business needs. 

y Infrastructure software vendors are trying to develop for the first time products 
targeting the midmarket. For example, IBM developed the Express product line 
and Microsoft has increased their focus on security, system management and 
even virtualization capabilities embedded in the operating system.  

y Application vendors have been focusing on the midmarket for a few years 
already. SAP and Microsoft started software development centers in Latin 
America in 2006 in order to localize their midmarket offerings. All international 
companies continue the difficult task of developing channel partners in order to 
properly service the midmarket opportunity.  

y Changes in licensing processes are allowing software to get to smaller 
companies at a faster rate. An example is the rapid growth we have seen with 
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Salesforce.com since its opening at the beginning of 2006 in Latin America and 
the business model is slowly being adopted by other vendors in the market.  

y Software vendors are developing partnerships with services companies, and 
sometimes telecommunications companies, to offer hosted applications to the 
midmarket. An example is a recently signed alliance between SAP and 
Telefonica in Peru.  

y According to a recent study published by IDC LA (LA IP Communications Survey, 
July 2006) 75% of companies with more than 250 employees are going to use 
some type of converged technology (voice and data) by the end of 2007. As 
penetration in large companies reaches its limit, vendors such as Cisco, Avaya, 
Siemens and Alcatel will start focusing on the midmarket. These companies are, 
therefore, developing distribution channel to serve this sector. 

y Additionally, the already mentioned appliances market that serves to simplify the 
end-user's life with a low cost and easily replaceable piece of equipment is 
becoming the ideal situation for midmarket companies.  

y Software as a service will be available in different forms soon also in Latin 
America. Offerings are still limited in the region but companies that offer anytime 
of software as a service are increasing revenues rapidly. IDC does not believe 
that this trend will cause a severe shift from traditional licensing to software as a 
service yet but it will definitely force large vendors to look at this market with 
more attention and propose their own solutions.  

These are just some of the initiatives that are taking place in the region related to the 
midmarket. Worldwide, IDC considers also the effect of companies such as Google or 
Yahoo that are increasingly offering IT products and services through the web 
competing with companies such as Microsoft. In other words, these companies are 
translating SMB needs into a “good enough” type of product, with just enough 
functionality to justify pricing.  

6. Latin America comes out of the shadows in the off shore services 
market  

In 2004, the Brazilian government established an aggressive goal for off shore 
services: US$2 billion in exports by the end of 2007. So far the country has exported 
only US$600 million which makes the plan almost impossible to reach. The next 
milestone: US$ 10 billion by the end of 2010 is even more of a long shot. Regardless 
of  the total target, many Brazilian IT services companies are already exporting 
services, mainly to other countries in Latin America. Stefanini from Brazil, for 
example, registers 20% of their revenue coming from other countries.  

As manpower is expensive in Brazil compared to other countries in Latin America and 
India, it will be hard for Brazil to compete in the low-end off shore services market. 
Therefore, there is just one possibility left to this country in order to be competitive in 
a global market: explore off shore services for industries in which Brazil has a higher 
expertise and can add more value. Examples are financial and government sectors.  
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Brazil is the third largest credit card issuer in the world, and the third largest country in 
number of ATMs . One of the most successful stories of Internet Banking comes from 
Brazil and SPB (Brazilian Payment System) which is a system that allows all Brazilian 
inter-banking transactions to happen on line immediately. Part of Brazil's financial 
expertise came from the time when the market was closed to international vendors 
(70s -80s) when the banks developed a solid expertise in mainframes. Today, 
Brazilians are called to provide training on certain mainframe tools around the world. 
Considering that one third of global off shore demand is originated by the financial 
sector, Brazil may be able to seize a good piece of this lucrative pie.  

The public sector is another example of local expertise that could be exported from 
Brazil. The Brazilian electronic voting, electronic taxes, government on-line 
procurement (Compranet) systems, and eventually the electronic invoice system now 
in place, as well as other public services that have been established in the last 10 
years, position Brazil’s e-Government plan as one of the top-ranked globally. Such 
expertise can become the foundation for a government-related off-shoring services 
industry.  

The Mexican Government has several initiatives to drive off shore services or, more 
precisely, near-shore services. One of the biggest advantages the country presents is 
its proximity to the U.S.A. (in fact, the largest number of flights between two countries 
in the world, are between the US and Mexico). The Mexican Government is actively 
working to promote off-shoring services in the U.S.A. and thereby make companies 
aware that Mexico is also a player in this market. In this process, 2007 will be an 
important year for Mexico to emerge from the shadow and be recognized as a 
contender in this market. Several companies have already shown their interest in 
Mexico and are considering opening operations in the country in the following year. 
Perot Systems, one of the largest IT services companies in the US, is already an 
example. They will open their offices in Mexico in 2007 with the final objective of 
exporting services to the US market.  

Mexico also presents challenges when it comes to off shore-services. Not only is 
manpower more expensive compared to other countries such as Argentina or India 
but also infrastructure services such as telecommunications can be of concern. These 
costs can be offset, however, by the low travel, training and even telecommunication 
costs that are usually below the prices of more distant countries.   

As part of the NAFTA community, Mexico has the advantage of being able to sell to 
the US government, which is not true for the majority of the other countries around 
the world that offer off shore services. Therefore, Mexico is developing the 
capabilities that are needed to sell to the government in the US with the expectation 
that they can get a portion of that market also.  

Argentina is another important player of the off shore trend in Latin America. Labor 
costs are among the lowest in the region right now since the currency has not gained 
much value again the US dollar, as opposed to Brazil, Chile and Colombia. 
Furthermore, especially within the contact center / customer care arena, Argentina is 
poised to become the strongest pole of off-shoring in light of its competitive labor 
costs and overall cost structure compared to its highly skilled bilingual workforce. 
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Argentina was the fastest growing contact center off-shoring market in 2006 and IDC 
expects this trend to continue in 2007.  

Despite the power of these large Latin America countries, it was not Brazil, Mexico or 
Argentina that started the move toward off-shoring in Latin America, but instead 
Costa Rica who has the oldest program in the region.  The Costa Rican Government 
developed a chamber of software producers in 1998. In fact, Costa Rica has already 
won a few important outsourcing contracts in the recent years, as well, mostly related 
to HP. But Costa Rica suffers with the same challenge as the other countries in the 
region: lack of awareness of their services in the US.  

It is important to mention that although businesses are working to drive off shore 
services in Latin America, there is still no initiative from the governments to reduce 
taxes on man power – the greatest inhibitor for Brazil – or to increase education in the 
long-term. Therefore, initiatives are coming from the private sector or IT vendors.  

7. Services Oriented Architecture (SOA) goes from idea to reality in 
2007 

Services Oriented Architectures have been adopted more slowly by the worldwide 
market than IDC would expect, even though SOA is in the top of the list of priorities 
for CIOs. A few reasons that would justify this behavior include the following:  

y The greatest need comes from the software community itself.  There are vendors 
who need SOA to keep developing software that can be easily integrated with 
other applications. Also, services companies like outsourcers can see the value 
add of SOA due to economies of scale;  

y Software vendors have spent the last 20 years convincing companies to change 
from in-house developed software to packaged software. Now, the SOA message 
is saying that they have freedom again to do software by themselves but this is 
no longer what they want. Customers are expecting SOA to happen in a 
packaged format to buy it.  

Considering this, IDC expects SOA to be adopted by companies that have more of a 
“do-it-yourself” culture. These are usually large corporations with enough budget to 
support an internal development team or to contract large system integrators for 
development.  

The year 2006 was important for establishing the SOA concept in Latin America. 
Several testing and a few implementation projects happened, the majority of them 
concentrated in Brazil, particularly in the areas of in finance and telecommunications. 
There is also an IBM implementation on SAT (Servicio de Administración Tributaria) 
in Mexico for which government generated more than 100 web services that will do 
tax processes easier. However, IDC expects 2007 to be the year when companies 
will make important decisions on projects related to SOA. 

Readiness for the market won’t come only from the demand but also from the supply 
side. SAP, for example, will have all its applications developed on Netweaver in 2007 
and with that will be ready to integrate the group of vendors offering SOA capabilities.  
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In this first phase of the adoption process, companies are looking to implement 
technologies that are standard and possibly open. These are two characteristics that 
are basic to SOA and therefore are market drivers.  

But several initiatives are driving the SOA market.  

y As licensing models move toward software on demand or software as a service, 
more SOA capabilities are added to new software purchases;  

y As regulations such as Electronic Invoice in Brazil are established, an increased 
demand for Services Oriented Architecture will be seen in the market, since 
companies will use IT to respond to one specific business need;  

y As costs for maintaining infrastructure increases and companies start 
consolidating their data center, movement towards Dynamic IT starts in Latin 
America which will require SOA capabilities when consolidation gets to the 
application layer.  

Although SOA is already part of the stack for the majority of the software vendors 
such as IBM, Oracle, Sun, BEA, Progress, HP, and EMC, among others, IDC 
concludes that worldwide, SOA is still missing the information access software layer 
that comes from some of the traditional Business Intelligence vendors. Therefore, 
acquisitions are expected to happen in order to bring some information access 
capabilities to the SOA world.  

Another important aspect of SOA is the consolidation trend that we keep seeing in the 
applications market. Going forward, IDC expects to see more consolidations between 
cross-industry vendors and industry-specific companies. The integration of products 
between these two types of companies will be accelerating SOA capabilities.  

8. Mobility is moving the consumer segment up market  

Several initiatives are taking place throughout Latin America to make PCs a more 
affordable product for middle-income families. In Brazil there are several partnerships 
and announcements offering PCs with access to the Internet for less than R$1000 
(approximately US$450) that can be divided into 24 monthly payments. Governments 
are still providing incentives for companies to assemble their products in the country. 
Currency valuations such as the one that happened in Brazil in 2005 should make 
PCs more affordable since the components are still imported and therefore priced in 
US Dollars. These types of financing initiatives have been seen in various countries in 
Latin America including Peru, Chile, and Argentina, among others, and the entire 
scenario is favorable for a larger installed base of PCs in Latin America.  Today there 
are approximately 23 million PCs in Latin America being used in homes out of a 
population of over 500 million people. By the end of 2010, this number is expected to 
grow quickly to nearly 42 million PCs in the home.  

The student population has been helping to fuel part of the rapid growth in the 
notebook PC space in 2006 and this is expected to continue through 2007. Due to the 
relative advantages multinational firms have when it comes to notebook assembly, 
sales, and service, the explosive notebook market has caused the white-box market 
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to decrease in importance, although still remains a large majority of the overall PC 
market. 

In the enterprise space, we can foresee a strong push from businesses to mobilize 
their workforce to increase productivity, and ultimately drive revenue. According to an 
IDC survey released in September 2006, large enterprises' (500+ employees) 
workforce work away from their desks two thirds of the time. One crucial need this 
businesses has is to be able to access corporate applications (not only email and 
Intranet, but also CRM, ERP, Field Service Automation, etc.) while visiting customers 
or potential customers. In line with this, not only will WLAN turn into an important 
feature for enterprise portable devices, but also converged devices or "smartphones" 
are expected to gain stronger traction in 2007. 

IDC can also see mobility affecting other areas as well. Unlike the global trend of a 
shrinking handheld (PDA) market, Latin America is expected to show positive growth 
rates overall when looking out over the next half-decade. Since the region is still price 
sensitive, many consumers and businesses are still willing to sacrifice some 
functionality in exchange for a lower price and purchase a traditional handheld as 
opposed to 'trading up' to a smartphone. 

In addition to the device dynamics itself, there are quite a few other trends going on 
as well. The first and probably the most disruptive is the video on internet being in the 
form or Youtube or Itunes. IDC worldwide expects this year to be the year where 
Internet and television will finally meet. Gaming will keep being one of the largest 
growth areas of hardware and software in 2007.  

9. Demand for integrated information intelligence will put IT vendors 
in front of CEOS and CFOS 

For many years, the business intelligence theme revolved around a reduced set of 
functionalities and applications. Not anymore. During recent times, the convergence 
of business intelligence, business process automation, and business performance 
management has become more and more evident among Latin American 
organizations that face the same challenge all modern companies face –rationalizing 
a deluge of information and processes that focus on the accumulation of information 
as the end goal.  

During the last few years, most companies in Latin America focused on rebuilding or 
updating their infrastructure, and upgrading or creating their back-office. Infrastructure 
hardware and software markets have soared. ERM application consumption has 
taken off. The result, however, is a massive amount of customer and corporate 
information growing exponentially inside databases and data warehouses in Latin 
American organizations. Attention to system performance (coming from CIOs) and, 
much more importantly, focus on decision support systems (coming from CEOs and 
CFOs) has evolved from a rare occurrence to a permanent worry. 

The need to get control over their information has pushed companies to start looking 
for solutions that address both process and data; that eliminate information silos; that 
support business process automation. Most companies understand that no silver 
bullet will address their concerns. They will need a cohesive strategy and not 
necessarily a best-of-breed solution. The strategy will need to incorporate elements of 
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analytics and decision support, performance management, query & reporting, 
strategy management and information infrastructure. IDC recognizes there is no 
single software package that addresses all these elements. However, it is evident that 
the line between business intelligence, business performance management, and 
business process automation will continue to blur. Even if a specific demand for 
BI/BPM software is not as evident (which IDC believes will increasingly be), the effect 
that a push for integrated strategic intelligence will have in all IT investment (storage, 
integration middleware, search-based technologies, etc) is likely to become part of 
mainstream adoption trends in 2007.  

During 2007, IDC expects Latin American companies to increasingly focus on an 
integrated approach to information management and start developing a converged 
understanding of BI, BPM, and BPA software. They will increasingly tie investment in 
traditional technologies (i.e. servers, storage) with strategic information decisions. IT 
vendors, consultants, and integrators will need to adapt their offerings to this evolving 
demand. What will be more significant is the impact that CEOs and CFOs will have. 
IT adoption will increasingly be influenced by their decisions and vendors must 
consider this in their offering design and go-to-market.  

10. Managed Services in Latin America: Clash of three worlds  

During the past 18 months, Latin America has been witness of a convergence of 
three kinds of players into what is expected to become one of the hottest markets for 
2007: the hosted and managed services market. During that time, telecommunication 
service providers, having come back from the critical post-bubble years, have 
invested in transforming and creating their own data centers for the provisioning of 
security managed services, managed connectivity services, managed network 
services, and converged network services, among others. Traditional IT outsourcing 
vendors like IBM and EDS have also increased their capacity. Furthermore, traditional 
network equipment vendors like Cisco and Nortel have expanded their offerings in 
Latin America to include managed services, following on the steps of what they have 
done elsewhere in the world. 

IDC calculates that 43% of managed services consumption goes to large enterprises. 
Their focus on cost and flexibility is accelerating demand for such services. During 
2007, they will be approached from three sides. Telecom providers will approach 
them via the communications infrastructure and value added services. IT vendors will 
come with an expansion of their hosted services and IT outsourcing portfolio. Network 
vendors will come from both sides. 

In this scenario, end-users will benefit from a competitive offer both in terms of 
service and pricing. IDC estimates the managed services market to reach almost one 
billion dollars in 2007 in the region. Security-related services are likely to be the 
fastest growing segment within the managed services market. 
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S y n o p s i s  

Worldwide analysts refer to 2007 as the “hyperdisruption” year for the IT industry. 
Indeed, several aspects of the traditional market are changing radically and will cause 
market transformation in the following years. Some of these moves will hit Latin 
America. Others will probably change before they ever get to this region. Just as any 
emerging geography, Latin America should grow faster than some more developed 
regions in 2007. IDC LA expects this region to grow 12.8% in 2007.  

Differently from previous years, the hardware market starts growing faster than 
software and services again. "We are reaching an interesting point in Latin America 
now where the PC market and particularly the notebook market have reached a level 
of prices that really allows a large amount of money to be driven to this market, 
pushing the overall growth rates of hardware", says Eric Prothero explaining that 
technology reaches a new group of users that translate in a new window of 
opportunity for the Latin American IT market. 
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