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Four Visions of E-Commerce in Latin America in the Year 2010

Executive Overview

Excitement is growing around the world about the Internet’s potential to enable a global electronic commerce. The reality, however, differs a great deal depending on what part of the world we consider.  In Latin America, the e-commerce theme is often found in the popular press portraying it as a solution for multiple national problems and as a catalyst to propel the region to a stronger position in the world economy.  Unfortunately, many of the “new” capabilities required to harness the economic benefit of e-commerce, which emphasize value-adding steps performed through and with information, are very scarce in the region. 

This article raises questions about the Latin America’s ability to exploit the Internet, and to implement and capitalize on e-commerce applications. It underscores the region’s need to engage in a future planning discourse about the adoption of e-commerce within organizations, communities, and across traditional boundaries of competition and national borders. To start the dialogue, four scenarios are presented as “future snapshots” written from the vantage point of the year 2010.  Each scenario considers issues regarding technological adoption and potential social responses, and discusses some of the critical assumptions about patterns observed in the region today and their implications for the future.

Four Visions of E-Commerce in Latin America in the Year 2010

The Challenges of E-Commerce in Latin America

The potential of the Internet and its associated technologies to enable the development of global electronic commerce (EC)
 has been widely documented in both scholarly (see, for example, Lee & Clark, 1997; Rayport & Jaworski, 2001) and trade publications (see, for example, Mandel, 1999; Evans & Wurster, 1999).  A primary emphasis in most discussions of EC is the scope of the Internet and the lower cost of reaching consumers throughout the world (e.g., Amazon.com, which did not exist five years ago, now sells books in more than 150 countries).  The rhetoric of global markets has persuaded companies worldwide to go online.  The reality, however, differs a great deal depending on what part of the world we consider.  According to a recent study conducted by the Inter-American Development Bank, the greatest volume of EC is now located in the United States, where more than 75 percent of all EC takes place (Gariboldi, 1999).  Europe generates more than 20 percent of total electronic transactions; the rest of the world accounts for less than 5 percent.  For EC to reap the expected benefits, it needs to bridge gaps rather than further divide the global economy into information-rich and information-poor peoples. 

New models of EC are starting to appear as the current practices (e.g., business-to-customer, within-a-business, and business-to-business) evolve, driven by new capabilities and new demands.  These models emphasize that the value-adding steps in EC are performed through and with information (Rayport & Sviokla, 1995).  In this virtual marketspace, information is captured and used to improve internal operations, to develop more detailed and timely understanding of market dynamics, and to fine-tune both their product lines and prices to continuously drive customer expectations to higher levels.  In the past, the primary resources and competencies that were typically used to gain competitive advantage were firm-specific assets, which are rare, unique, difficulty-to-imitate and -procure, or nonsubstitutable (see, for example, Barney, 1997; Dierickx & Cool, 1989; Wernerfelt, 1984).  In contrast, in EC the resources and competencies that give a firm competitive advantage are its information, know-how and skills (Walsham, Symons, & Waema, 1988; Jarvenpaa & Leidner, 1998). Unfortunately, many of the “new” capabilities required to harness the economic value of information are very scarce in the vast majority of Latin American countries (Austin, 1990).

From Rio Grande to Tierra del Fuego, the Latin American and Caribbean region is a mosaic of countries with very different realities and varying spheres of culture. Today, this region is home to roughly 475 million people.  Latin American firms embarking on EC initiatives face many of the same problems that affect organiza​tions in developed countries, but they also face distinctive obstacles to technology diffusion (Montealegre, 1999).  Governments often exert considerable influence over industries and organizations operating within Latin America, controlling, for example, access to key resources and setting costs and prices.  Scarcity of financial resources; inadequate physical and social infrastructure; geographic, cultural, and resource constraints that limit mobility; and political barriers that modulate and distort market and competitive forces all limit the types of innovation a company can implement (Austin, 1990).  The real issues for managers in Latin America are whether EC will be adopted belatedly, in a crisis atmosphere, or with foresight, in a calm and considered manner; whether the transformation agenda will be set by a company’s more prescient competitors or by its own point of view; and whether the transformation will be spasmodic and brutal or continuous and peaceful.  The way this transformation will play out will be influenced by what we do in the coming years.  Thus, one of the most challenging tasks facing the region today is the creation of a shared vision of sustainable and desirable societies—one that can provide permanent prosperity in the region and its member countries in a way that is fair and equitable to all citizens and to future generations. 

To start the dialogue, this article considers technological and social behavior issues regarding the adoption of EC in Latin America. These “visions” or scenarios are presented as “future snapshots” written from the vantage point of the year 2010.  The scenarios include both positive and negative scenarios that allow us to fully explore future possibilities and thus help leaders make informed choices among complex alternatives with a range of implications. Scenario planning is a disciplined method for identifying and reflecting upon uncertainties that an organization or society faces (Sanders, 1998; Schwartz, 1991).  It has been used to generate and evaluate strategic options since the early 1970s (Linneman & Kennell, 1997; Schoemaker & Van de Heijden, 1992). Scenario planning attempts to capture basic trends and uncertainties into a range of possible futures, stimulating decision makers to consider changes they would otherwise ignore.  At the same time, it organizes those possibilities into detailed and realistic narratives that describe how various elements might interact under certain conditions.  These narratives or scenarios are easier to grasp and use than great volumes of data.  Hence, scenario planning help to compensate for the usual errors in decision making—overconfidence, tunnel vision, and the tendency to look for confirming evidence (Schoemaker, 1995). 
Although EC is enabled by technological systems, particularly the Internet, its adoption will depend on the response dynamics elicited by individuals, companies, and nations. The greater the level of its adoption the more levels of leaning and adjustment that are required, ranging from individual skills through changes in organizational and inter organizational procedures and structures of firms to cultural fabrics.  Thus, two important variables in the adoption of EC are the range of technological adoption (from isolated to integrated systems) and the potential social responses (from coherence to division).  Both variables are critical and uncertain and are depicted as a pair of crossing axes in Figure 1.  When displayed in this way, four different general futures emerge.  In the upper right quadrant, “e-vaccination,” a critical mass of individuals, groups, and organizations are involved and the social response toward EC is cohesive, but the technological systems are adopted in isolation.  In the upper left quadrant, “e-pegboard,” compounding the fragility of isolated technological systems is the fact that the society’s response is divisive—the adopting entities failed to realized the extent of their interconnectedness—a situation where nothing of significance happens.  The lower quadrants describe far deeper technological adoption scenarios, but with very different social outcomes.  “E-skewed seesaw” presumes integrated adoption of technology but with social breakdown as the organizational, political, and economic systems come apart.  The lower left quadrant, “e-networked village,” posits a society that, in the face of technological advances, calls upon itself to collaborate in solving not only business but also social-cultural problems.  In this later scenario, the interdependency extends far beyond single businesses or even entire industries.  Indirect relationships extend like tentacles into many other networks, creating potential for massive services.

While there are multiple possible future visions, the following four scenarios embody the basic patterns within which much of these variations will occur. None of these scenarios exist as described in any Latin American country today, but the seeds of the visions are based on some critical EC initiatives that are taking place now in different parts of the region. Thus, this presentation format allows one to clearly identify the existing patterns, assess how critical they are to the relevant desired vision, and recognize the consequences of following the various paths.   Next, the four scenarios of the year 2010 are presented.

Visions of the Year 2010

Scenario 1: e-vaccination
Between the end of the 1990s and the year 2004 there was great excitement about the Internet’s potential to globalize commerce, and many predictions were made about the economic and social benefits that Latin Americans would experience as a result of the advent of the information age.  The EC theme was often found in the popular press in the countries of the region, portraying it as a kind of panacea for a multitude of the countries’ problems and as an important catalyst to propel the region forward to a new position of strength in the world economy.

Within each country of the region, leaders of EC adoption realized that in contrast with the adoption of stand-alone IT innovations (such as personal computers), the adoption of more complex and sophisticated EC innovations that cut across firm boundaries required support from many different institutions, including the government, the academic community, the private sector, and the international community.  They were aware that no single institution or sector had the capability to develop, mandate, or legislate a coherent EC model within which commercial competitive solutions could coexist and interact.  Individuals within these institutions recognized the need to devote significant energies on managing the dialogue among parties involved.  They experimented with new technologies and focused on developing Web sites—mainly by imitating those developed in developed nations.  Since 1992, for example, the General Assembly of the Organization of American States financed a project to connect the institutions of the member countries to Internet, integrating an electronic network for the exchange of scientific and technological information among professors, researchers, and specialists of different universities in the members states.

The turning point came in 2004, when the marked effects of the increasingly competitive, dynamic, and complex global markets brought profound changes even in the local competitive landscape of the region.  The number of competing forces that a firm faced had expanded, and technological innovations had accelerated the rate of change. Competition was coming from a different front, not simply from the traditional local players.  Firms were no longer expected to compete solely on the basis of scale and “bricks-and-mortar” physical assets, but also on knowledge-based assets that were mobile, easily imitated, and easily circumvented by substitution.  This was true both because of the diminishing returns to scale of the parts of the economy that were resource-based (agriculture, mining, fishing, and so on), and because of customers’ increasing expectations for high-quality products and services. Latin American firms realized that to remain important economic actors even within their local markets they had to compete on the basis of quality products and services—which was demanded by customers—and timeliness—through the adoption of sophisticated technology, which was more accessible than ever before.  Service providers—whether it be a resort hotel in Mexico City, a software developer in Santiago, or a retailer in San Salvador—had to meet the expectations of increasingly cosmopolitan clients. Even government employees were increasingly expected to provide a level of professionalism and service that was not dreamed of in the past.  All of this demanded world-class practices throughout the region.

Between 2004 and 2007 a staggering amount of business activity took place in the Latin American region on the Internet, and commercial sites were proliferating at an astonishing rate. Unfortunately, these efforts stopped short.   As these initial ventures gained experience from blazing new trails in EC, they failed to adjust structures to better exploit their potential.  They faced significant barriers in their attempts to attract customers.  The sheer number of new Web businesses reduced the number of people visiting their Web stores, and yet the firms lacked the resources to use large marketing and advertising expenditures to get noticed.  Despite the increasing sales activity on the Web, lack of trust remained a strong inhibitor.  Little-known virtual stores located in Latin America experienced problems due to lack of trust.  They were competing with established companies whose brand names were known worldwide.  Moreover, even when these Latin American firms did attract customers, they did not have the business systems in place to serve these clients.  The ability to process electronic orders, verify payments, follow special credit-card restrictions, ship to distant customers, properly apply sales tax regimens, handle returns, and so forth were never acquired. In addition, given their lack of technical and managerial personnel, firms in the region lacked the skills and know-how to create the kind of sophisticated, highly interactive sites that were populating the Web, and were unable to keep up with a high pace of EC development.  Web sites that were originally good traffic attractors found their power of attraction faded over a short life span when they failed to provide new facilities for interaction. 

By the year 2007, these pioneer firms were frustrated.  They had spent a significant amount of resources over time in acquiring, developing, deploying, and managing EC initiatives, yet the gains were inconsequential.  There was a growing feeling among senior managers that EC had let them down and failed to provide answers to problems they faced.  Therefore, most companies in the region stopped funding EC projects, and between 2007 and 2010, EC initiatives were essentially eliminated from business plans.

By 2010, Latin American firms are back to the drawing board, redesigning their basic models for future economic progress.  However, senior managers are not willing to entertain any new expenditure in working plans containing the words EC or Internet!  Hence, this scenario is called “e-vaccination.” A vaccination is when an attenuated or killed microorganism—viruses or bacteria—incapable of inducing severe infection but capable of counteracting the unmodified species is inoculated to protect against a given disease.  In this scenario, the debilitated EC adoption produced immunity to institutionalizing in the Latin American region.

Scenario 2: e-pegboard
By the late 1990s, all Latin American countries had been connected to the Internet, and the statistics looked promising.  Consider this: the number of Internet users in the region grew from 4.8 million in 1998 to 7.5 million in 1999.  At that time, it was also expected that usage would increase by a remarkable 788% between 1998 and 2003—this was the highest expected growth rate of any region in the world.  It is also important to note 90% of the Internet users in 1999 came from the upper-middle to upper income strata of the region, the latter possessing significant purchasing power.   Summarizing this situation, Betsy Scolnik, then Vice President of Business Development at StarMedia Network, Inc.—a leading Internet company targeting Latin America and other Spanish- and Portuguese-speaking markets worldwide—explained: 

“The potential for [the Latin American] market is mind-boggling.  It is a market that knows brand names and wants to buy brand names…. For better or worse, only a small percentage of the population there can afford multiple phone lines and computers.  This is a market that finds it cheaper to buy online than to fly to Miami or New York to buy it” (Harr, 1998). 


Unfortunately, between the end of the 1990s and the year 2004, most of the countries in the region failed to solve critical structural hurdles that would have facilitated the adoption of EC.  In the United States, for example, when Netscape unlashed its Web browser and its IPO in the Summer of 1995, penetration of personal computers was already high (Curry & Kenney, 1999), allowing for an easy upgrade to the Web (see, for example, Yoffie & Cusumano, 1999). America Online’s online services had good mind share in America, and the stock market was pumping, allowing for attractive financing opportunities for hot companies.  What’s more, telecommunications costs were among the lowest in the world, and the regulatory environment remained liberal.  In contrast, in the Latin American region during the early-phase of EC adoption the penetration of personal computers was very low; telecommunications services, provision of backbone infrastructure, and Internet access were dominated largely by the incumbent public telephone carriers; teledensity was low; and telephone fees were based on time usage, even for local calls (Zamora & Carvalho, 2000).  Countries in this region also failed to modernize customs regulations and import duties, create delivery networks facilitating national and international EC, and even diffuse credit cards among their populations. 

International companies moved to take advantage of opportunities in Latin American markets.  They developed their own systems for facilitating the delivery of cargo, instead of relying solely on inefficient state-owned delivery services within each country. In addition, these companies, making sense of the data collected from their customers in the region, were able to understand specific needs and behaviors of consumers within each country.  For example, given the limitations of the telephone networks and that individuals were paying incremental fees to stay online, merchandisers pared their online catalogs, including only items likely to be of intense interest to Web users in the Latin American market. These international companies were carefully picking and choosing opportunities, partners, and customers to exploit this specific market. As explained by Susan Segal, general partner of Chase Manhattan—the largest Internet investor in Latin America—her firm usually backed “the biggest and most scaleable (business models.).”  However, investors preferred companies that emulate successful U.S. ventures.  “We are not going to finance unrecognizable models,” she clarified (Latin Finance, 2000).

The turning point came in 2004, when the Internet and its associated technologies were providing the mainstream business platform in the world, and access to the Internet by elite groups of the region peaked. These groups could tap into global, nonproprietary business channels and in a very simple way gain access to information in all of its many forms—data, text, voice, and video.  Although the demand was booming, the local “supply side” was lagging.  Thus, most Latin American Internet users were visiting businesses outside the region, primarily in the United States. They became addicted to participating in chat forums, day-trading fantasies, and cyber-soap operas, as well as gambling in electronic casinos, visiting sex shops, and shopping at well-known international retailers. 

In 2010, the number of Latin Americans who have online accounts is still expanding.  However, they remain a distinct minority of the region’s population, and there are no signs of the power of the EC economy in the region.  Compounding the fragility of the Internet usage is the fact that users in the region can’t see the extent of their interconnectedness.  This is creating a sense of isolation and causing severe depression.  As experts predicted at the end of the last millennium (Harmon, 1998), given that Internet usage has reduced the time available for family and friends, individuals’ sense of well-being is diminishing.  Faceless, bodiless “virtual” communication is psychologically less satisfying than actual conversations, and the relationships formed through it are shallower. 

As on a pegboard, which contains several tapered pins to support or fasten important things on a board, the “e-pegboard” scenario involves several individual and small groups that are supported by the Internet. Unfortunately, in this scenario there is no social and economic benefit to the society.  In fact, given that only a few individuals have access to the information on the Internet and the preponderance of people who are unable to think critically, a new generation of individuals with a naïve understanding of EC and few skills to defend themselves is evolving. 

Scenario 3: e-skewed seesaw
Between the end of the 1990s and the year 2004, several dot-com companies originated in the region, and some existing companies developed very sophisticated EC technological systems.
  They were all poised to attract the bulk of Web users, especially those from Latin America’s richest families.
 These companies developed and exploited business models that addressed the unusual convergence of social factors and technology development that together held the potential to transform the Web into a vehicle for linking online merchants with some of the wealthiest people in the region.  The firms were offering such Web-based services (in Spanish and Portuguese) as: chat rooms, searches, free-password-protected e-mail, FTP, and bulletin boards, as well as live moderated events, hosted discussion forums, and news, entertainment, and retail services.
  The revenue streams of these Latin American EC pioneers were a mix of online advertising and electronic transactions. These firms attracted high-premium online advertising revenues from major international companies, forged special agreements with many big Internet players,
 and successfully negotiated transaction-oriented agreements that involved the exchange of information about customers’ behavior.  Thus, they were able to create an initial success by linking buyers with money to spend to online stores where individuals were able to buy primarily U.S.-branded merchandise not available in their own countries.  Many of these Internet-based companies went public and, in the process, made a few new millionaires (and “millionaires-on-paper”) in the region. New York, San Diego, and particularly, Miami, became important in setting up the headquarter offices of several of these companies.  By January 2000, for example, some of the leading Internet companies targeting Latin American audience relocated in U.S. cities included: Decidir, DeRemate.com, El citio, Latinstocks.com, Mercado Libre, Patagon.com, SportsYa, Yupi and Zona Financiera. Costancio Larguía, co-founder of Patagon.com, explained,

Our headquarters office in Miami allows us to attract more talented individuals, keeps us closer to technology and innovation, makes travel and communication to all places more convenient, improves our service quality (products, marketing launches, advertising sales), and puts us closer to our investors (Montealegre, Pereiro, Sahlman, 1999). 

During this period, entrepreneurs were worshiped, and deregulation of industries related to information and communications dominated the economic and political climate of the region.  However, claiming that they did not have answers to deal with it, governments left the Internet unregulated.  Needless to say, Internet moguls were very pleased—particularly with the no-EC taxation stance.  The governmental vacuum represented a golden opportunity for the private sector to set a broad economic agenda, yet few Internet companies seemed eager to intervene. Their managers were too busy developing products and business plans to devote time to broader Internet policy questions, and lacked the leadership to guide their countries on vital issues of the EC economy.  These early EC adopters did not realize that the digital divide is not only a social welfare problem; viewed from a naked capitalist perspective, it is a market problem. Their responses to deal with such disparities were unenthusiastic.  Only some “socially-sensitive” Internet companies responded by helping specific groups and projects, but there was nothing close to a universal (or even near-universal) Internet access plan for the region.
 

In this short period of time, the gap between information “haves” and “have-nots” widened and three new tiers of companies developed in the region. On the top tier were a handful of Internet companies that were fully incorporated into the global economy and immersed in the international competition for selling goods and attracting capital.  In the middle were dozens of companies that may have had great ideas, fascinating products and smart executives, but no obvious way of making any money.  On the lower tier was the most substantial proportion of Latin American companies.  These firms had failed to integrate into the dynamic global markets, both as producers and consumers, and were being excluded from the EC economy.  

The turning point came in 2004, the easy-to-finance Internet companies were simply exhausted, and barriers to starting a new Internet-based company began to rise rapidly. There were no cheaper alternatives. Many of the “on-paper millionaires” who existed between the years 2000 and 2002 were humbled by the market’s insistent demand that, after the IPO euphoria subsides, companies should at least find a path toward profitability.  The insistence on the no-tax-forever stance for EC became more unrealistic every day as the most resourceful and powerful companies were exchanging products and services with international partners and avoiding paying taxes to local governments. This tax break was also providing these companies with an unfair advantage over local “brick and mortar” companies.  At the same time, the distribution of wealth was becoming more and more skewed. 

By the year 2010, the main EC players in the region are transnational corporations offering products and services that almost literally sell by themselves—because those who are paying for them have also helped design them by providing information that had been wisely distilled by the corporations.  Local firms have become places dedicated to fulfilling customer demands. The needs of employers and employees are subordinated to the need to satisfy unrelenting consumers who always want more products and services at faster turnaround times and at better prices.  The educational systems of the region have also failed to prepare the worker populations for this kind of demand. Only those individuals adequately educated are able to handle the ever-changing technology designed to help Latin American companies compete effectively in this market of world consumers.  The few with marketable skills work in Miami, and New York in the head-quarter offices for region-wide corporations at good wages and lead comfortable and protected lives.  These people devote their lives completely to their work, often working 90- or 100-hour weeks and taking no vacation at all.  

The rest of the population survives with some minor access to the Internet set down with brutal efficiency by corporate “generosity.”  The gap between information haves and have-nots is wider than ever before and clearly relates to income level, geography, and races (American-Indians are less likely to have Internet access).  In this condition of structural changes, patterns of social communication are becoming increasingly under stress. Given the lack of shared information and common context for assessing that information, various groups of the society think very differently about economic, political, cultural, and social problems. Groups that feel excluded are withdrawing, distrusting, and focusing on self-protecting measures.  As the veil of secrecy grows, the capacity for public discourse and shared participation in solution finding is disappearing.  As the information base is so different and communications are breaking down, social groups and individuals are becoming alienated from each other and are beginning to see others as strangers, and even as threats.  In this process, social fragmentation is spreading as identities are becoming more specific and increasingly difficult to share. 

The name of this scenario, “e-skewed seesaw,” is derived from a modified version of the popular children’s game, the seesaw.  A seesaw is a long plank balanced on a central fulcrum so that with a person riding on each end, one end goes up as the other goes down.  In the skewed version of this game, we could picture an older or heavier child putting all his/her weight on one side of the plank to keep his/her partner from being able to move and come down.  In the e-skewed seesaw scenario, the parts of the Latin American societies that gained access to the Internet and its associated technologies and adopted EC practices can be viewed as moving, dynamic, touching each other, and touching the whole world. Their incorporation with the global economy and the lowering of international barriers for these segments, however, created new intrasociety barriers, and came at the expense of a substantial proportion of the Latin American population who are now excluded from the global economy.  The have-nots are more insolated; they have little connection to each other, to the society, and to the world as a whole.

Scenario 4: e-networked village 


From the end of the 1990s and the year 2004, the countries in the Latin American region embarked in EC initiatives that fitted their resources, skills, and existing technology.  The EC adoption in these countries evolved both cumulatively and expansively. These initial ventures, even with limited immediate application potential, contributed to building critical knowledge.  These trials provided valuable insights into the costs, benefits, technological complexity, and organizational and coordination issues associated with connecting to a global economy. This experience prepared each country for an embarkation on more advanced innovation in the latter phases of the adoption. 


Of course, the EC adoption process in each country differed considerably in the specific ways in which the strategy evolved, resources were marshaled, and partnerships were coordinated and nurtured. For example, in the late 1990s the experience of Ecuador demonstrated that a country can connect to the Internet using a privately operated satellite network, thereby making the quality of the public telecommunications infrastructure inconsequential.  In this endeavor, a non-for-profit entity, Corporacion Ecuatoriana de Informacion, led the project with support, in the form of equipment and financing, from several private companies.  In Peru, through a project initiated in 1995, “La Cabinas Publica,” a nongovernmental organization, Red Cientifica Publica, began developing public sites where the general public could access the Internet for three hours per week at a rate of $15 per month.  This fee included free training. By 1999, indigenous Ashaninkas were using the public Internet booths to market their crafts to the world via the Web.  Another example was the Dominican Republic initiative to connect schools and farms to the Internet.  In January 2000, the government awarded a $25 million contract to Tricom, a local communication services firm, to provide satellite-based Internet access to 310 public high schools.  Officials also wanted to wire framing communities so that isolated rural residents could have access to technological information about crop planting and harvesting. 

The turning point came in 2004.  Prompted by growing understanding of the potential of EC, the leading groups began searching for partners with competence and resources to build expanded EC models.  They strove assiduously to develop EC models that were in accord with their internal and external business environments, the existing organizational capabilities and assets, and the state of the technology.  The EC initiatives grew to encompass and exert influence over a broad spectrum of institutions.   However, the broadly participatory region-wide dialogue that had begun in the previous phase of EC adoption allowed an alternative vision of development to emerge and gain very wide popular support.  The reforms were introduced gradually over the period from 2004 to 2007, giving businesses ample time to adjust.  The rest of the region followed soon thereafter, with almost all countries completing the reforms by 2010. 

The most obvious form of knowledge deployment was the general provision of education.  Until then, primarily academic and research institutions were providing some form of technical education.  The leaders understood that the adoption of state-of-the-art technologies (or technologies new to the setting, as in this case) requires different managerial, technical, and financial resources than those needed to adopt mature technologies. This was particularly challenging for many of the countries in the region, where these types of resources were very scarce, and the education systems’ shortcomings were in basic math, writing, and comprehensive skills. The leaders recognized that in the near future skills also had to include teamwork, networking, and management, partially because the marketplace was no longer dominated by standardized products but by customized goods and services aimed at a broad spectrum of niche markets.  These trends challenged the leaders to rethink the goals for education and work. They recognized that a nation could not hope to sustain their economic health unless it was ensured that every able-bodied person could effectively participate in that growth. But they also understood that the new economy was not going to allow Latin Americans to wait for the politicians to fund public education. The adoption leaders moved to secure or facilitate the development of these resources.  Employers were forced to take on the responsibility of educating unskilled workers and committing more than money. They created education standards that would prepare the next generation for building the future.  Business and professional people were aware that only then would their investment in education bring solid returns for everyone; employers, workers, and consumers.  International institutions also played an important role in knowledge deployment by providing technical support, specialized training, and workshops and seminars in the region to develop prospects of EC adoption projects, improve skills, share knowledge, and prepare managers and users.  

Equally important were funds to build the appropriate infrastructure and the willingness of those working on EC initiatives to invest time and effort in truly inventing and adapting new organizational and technological systems.  The private sectors played an important leading role by taking initiatives to aggressively increase the use of Internet–based services.   Several private companies began to provide data transmission and value-added services to firms while continuing to offer service to education and research institutions.  In some countries, the government also played an important role by supporting the development of a totally digital telephone network and engaging in the final step of deregulating the telecommunication industry; subsidizing Internet access for those individuals below poverty level; by forcing all government agencies to communicate with each other using the Internet and to provide information about the country to external sources using the agencies’ Web pages; and in some case, by revoking agreements with private telephony companies that had failed to pursue the public interest.  

In 2010, businesses in the region are reliant on computers—and these are not isolated computers!  Companies have vendors, suppliers, customers, outsourcers—a supply chain—all, of course, managed by computerized databases. Firms, organizations, and institutions are organized in networks that are intertwined, which supersede the traditional distinction between corporations and small businesses.  Networks cut across sectors and spread along different geographic clusters of economic units.

In the “e-networked village” scenario, networks constitute the new social morphology of the Latin American societies, and the diffusion of networking logic substantially modifies the operation and outcomes in processes of production, experience, power, and culture.  Dense networks of reliance are found all around the region.  People are well aware that whatever happens in one part of the network has an impact on other parts of the network.  The interdependency extends far beyond a single business, or even entire industries.  Indirect relationships extend like tentacles into many other networks, creating potential for integration of service. The electronic networked village provides most necessities for supporting life, including schools, clinics, shopping, and so on. .  People communicate electronically over a much wider Web. It also allows for a real sense of “community”—something that was missing from late-twentieth-century urban, centralized life. And the truly regional community is maintained without the use of resource-consuming physical transportation.  Such changes drastically have increased the competitiveness of most companies in the region and the national GNPs. This is the result of Latin American countries’ success in EC adoption. By linking up external competitiveness, social well-being, and the expansion of the internal market, wealth is redistributed and technological/managerial modernization is stepped-up.

Back to the Present

The scenarios presented here suggest very mixed views of the prospective development of EC in Latin America. There is little doubt that EC will continue and probably accelerate throughout the world in the next decade.  In today’s global economy, the competitive advantage of a nation-state depends on its ability to continuously attract high value-added activities from enterprises worldwide by providing sufficient supplies of advanced factors of production—e.g., information, ‘know-how,’ and financial, technological, commercial, administrative, and cultural skills.  In this context, the rapidly developing nations of the world are building their plans for economic growth, at least in part, on EC.  


In Latin America, optimism is tempered by the awareness that most fundamental technological progress is still “outside” and has to be imported, and that a new polarization of “haves and have-nots” might be underway that could exacerbate differences among national groups, aggravating the already existing gaps.  This raises an important question about the overall ability of Latin America to exploit the malleability of EC and its associated technologies, and to implement applications—nurtured in the proper social, cultural, and techno​logical enviro​nment—​to capitalize on their full potential.  Thus, leaders, managers, and researchers in the region are faced with great challenges and opportunities.  It is their responsibility to ensure that their companies are prepared to compete in this new environment.  They cannot afford to ignore it. However, competitiveness should not be strengthened at the expense of social policies. Making fashionable investments for their countries and companies without systematically analyzing needs and individual and environment characteristic, is irresponsible. If leaders, managers, and researchers fail to understand how to adopt EC in accordance with their situations and idiosyncrasies, it will only create new barriers, limitations, and foreign necessities in their societies.  

Obviously, the scenario worth working toward is the last one, the e-networked village, where the best of human creativity is enabled by the most powerful technology in the history of the earth. In this scenario, the highest common good becomes the objective.  All sectors of each country work together developing a broad, powerful, synergistic, self-organizing force focused on determining what is good and fair for citizens and for new generations.  The e-networked village scenario, however, demands actions that need to begin immediately. It is critical that the leaders of EC adoption understand that they must surrender the illusion of control and seek solutions from the great networks and communities within their domain.  They must move past the dynamics of competition and support the development of society-wide solutions.  They must foster the conditions that enable different groups to come together in conversations that will reveal their interconnections.  Leaders can provide the time and resources for people to assess what is critical for the organization or community to sustain its mission, its functions, its relationships, and its unique qualities.  The trust and loyalty developed through these strategic conversations and joint planning sessions will pay enormous dividends later in the adoption process.  This collaborative planning needs to occur throughout entire industries, crossing organizational boundaries.  The strained relationships caused by competitive pressures need to be put aside so that people can collaboratively search for ways to sustain the very fabric of their industry.  In this scenario, companies also need to form partnerships with educators to prepare people for the emergence of a new workplace environment. 

The existing literature on the use of the Internet presents an aggregate story of success as a global infrastructure that interconnects individuals throughout the world.  Ironically, it is that socio-technological interconnectedness that might threaten its success if it is not matched with the deeper interconnectedness of members of our organizations, communities, and nations. This paper provides useful insights into adoption of EC in Latin America.  It is true that EC can help bring a postindustrial form of prosperity to the nations in the region.  However, it is posited here that it can only begin to redefine the notion of development if it is possible to balance the demands of global, regional, and expanded internal markets with the needs of social well-being, and step up technological and managerial modernization.

Experience with scenario planning has taught an important principle: We don’t need to be able to predict the future in order to be well prepared for it—as long as we are able to think and discuss some of the critical assumptions about patterns observed in the world today and their implications for the future. Rather than just jumping onto the bandwagon, this paper underscores the need to engage in a future planning discourse about the adoption of EC within our organizations, our communities, and across the traditional boundaries of competition and national borders.
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FIGURE 1

Scenarios of E-Commerce in Latin America in the Year 2010
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� EC is taken here to include all stages in an economic exchange—search and evaluation before purchase, ordering and delivery during purchase, and service after purchase (Kalakota & Whinston, 1996).


� For more information about this project, visit http://www.redhucyt.oas.org/


� For example, on March 2-3, 2000, the Latin Venture 2000 Conference and venture Market in Miami, which was completely sold out days before the event, brought together near 650 professionals form Venture Capital Industry, Fortune 500 corporations, and Internet startups targeting the Spanish and Portuguese-speaking world.


� Nine out of 10 of the region’s Web users came from Latin American’s upper-middle and high social classes, according to a survey conducted in 1997 by the Saatchi & Saatchi adverting agency.


� At that time, these services were relatively rare in any language other than English on the Internet.


� For instance, by the end of 1999, some of StarMedia Networks’ strategic partnerships included Netscape communications, RealNetworks, Billboard, AT&T, PSINet, Reuters, e-Bay, National Broadcasting Company, Hearst Communications, and Fininvest. 


� For example, since the late 1990s, StarMedia Networks sponsored several projects aimed at providing Internet access in various Brazilians fabelas.   
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