FF THE COAST OF VENEZUELA,
three 120-m ships are laying
down kilometers of high-
speed fiber-optic cable strong
enough to carry 600,000 calls
simultaneously. In a high
mountain town outside
Cuzco, Peru, a co-op of na-
tive farmers has found a
way to get more than 10
times the local price for its
potato crop—by selling to a
New York City organic-
food chain it found on the
Internet. In the streets of
Sao Paulo, fashionable
women have taken to car-
rying around white West Highland ter-
riers, the mascot of a free Internet-
service provider called iG that—like the
pups—has skyrocketed in popularity.
These are just a few of the signs of
an Internet culture blossoming in
Latin America, unevenly, in patchwork
fashion, but in an accelerating rush. In

In just two years, the region has hecome the Internet
world’s Next Big Thing. it promises a gold rush and
sweeping social and economic change

just two years, the region has become
the Internet world’s Next Big Thing.
Though it still suffers from low connec-
tivity rates compared with the U.S.—
only about 2% of Latin America’s 500
million people are online,
while more than half of all
Americans are—telecom-
munications analysts say
it is the fastest-growing
market in the world. They
predict the networked re-
gion will reach anywhere
from 29.6 million to 43
million regular Internet
users by 2003. These users
will be spending as much
as $8 billion for online purchases—
numbers that have entrepreneurs and
investors rushing to wire the region and
reap those rewards.

To those familiar with the power of
the Internet, the information revolu-
tion it brought to the U.S. is a mere rip-
ple next to the tsunami it could cause in
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Latin America, a region fractured geo-

graphically, culturally, economically and
socially. Of course, Latin America still
holds serious practical challenges to Inter-
net growth. While 7 of every 10 Americans
have a phone line, only 1 in 10 Latin Amer-
icans does, and most waited months or
even years to get it. The average monthly
income in the region hovers around $350,
while the price of computers and Internet
service remains equal to or higher than it is
in the U.S. Eighty percent of Web content
is still in English. And any e-commerce site
trying to spread across the region still faces
a snarl of cross-border tariffs and delivery
problems.

But the challenges pale next to the ef-
fect that the Internet rush could have on
everyday life. For companies, it could slash
costs, boost efficiency and broaden mar-
kets spectacularly. For governments, it
could help burn through centuries’ worth
of encrusted bureaucracy and cronyism, as
well as prove a boon to overtaxed education

NOT TOO MANY PEOPLE

systems. And for ordinary Latin Ameri-
cans, the effect could be an empowerment
and social mobility never seen before.

T HAS CERTAINLY MADE A DIFFERENCE

in Marco Antonio Mamani’s life. Two

years ago, Mamani, 33, was a jewelry

craftsman in Cuzco “selling what I

could on a plastic sheet by the central

square.” Then a notice for a seminar
on e-commerce by the Peruvian Science
Network (RCP), a nonprofit organization
that has launched more than 500 public
Internet centers across the country,
piqued his interest. Taking advantage of
RCP’s free technical assistance and low use
rates, Mamani set up a site hawking his
jewelry online. Today he is a cyberentre-
preneur: nearly 80% of the $800 he makes
each month is earned on the Internet, and
he is “concentrating on international
sales.” The clerks at the local post office
and courier service know him on sight.
“There are not too many people like me in

FRUITFUL USE Ashaninka
Indians in Peru sell produce
via a public Internet kiosk

Cuzco, sending packages to Kuala Lumpur.”
In some ways, Mamani, 33, is an aver-
age Latin Internet user. Most are male.
Most use a computer chiefly for business
purposes. Many get online not from home
but from work, school or public machines
like those available at Internet cafés and at
sites like RCP’s. Most are relatively young.
But in a couple of important ways,
Mamani is unusual. As a Peruvian, he is
outside the main markets of Mexico, Ar-
gentina, Chile and Brazil, which together
account for more than 75% of Latin
American Web users (Brazil alone has
55% of them). And while the money he
makes is enough to support his wife and
three children, it does not place him any-
where near what Latin American mar-
keters call “Class A or Class B”—the
wealthy or at least upper-middle class
that makes up the bulk of online traffic.
Mamani aside, the Latin American In-
ternet has a relatively restricted clientele
because it takes a lot more money to Net
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surf in the region than it does in the U.S.
Internet service providers (1sps) charge ac-
cess fees as high as $50 a month, and calls
on traditional phone lines, which are most-
ly metered rather than per use, remain ex-
pensive. Across Latin America, these costs
add up: depending on the long-distance
configuration, 20 hours of Web surfing can
cost a single user between $20 and $300.
Throw in at least $700 for a computer with
amodem, and the information revolution is
for many still a dream.

It is easy to see why these figures have
many governments, development agencies
and human-rights organizations worrying
about a growing “digital divide” in Latin
America between those with money and
access to information and those with nei-
ther. To span that chasm, Latin govern-
ments are embarked on a number of initia-
tives to help citizens join the wired world.
These include projects like the one funded
by the Mexican state of Aguascalientes and
the Inter-American Development Bank,
which placed computers in all public sec-
ondary schools in the state and wired more
than half of them to the World Wide Web.

The Internet business community be-
lieves the market will naturally reach down
to include the middle class and some of
those below, whether governments help or
not. “The poor will have access,” says
Roberto Wilson, partner at the Rio-based
private-equity firm CVC/Opportunity Eqg-
uity Partners, because “the working poor
consume.” Many entrepreneurs and ana-
lysts point to the example of television in
Brazil, where, despite extreme poverty,
more than 80% of households own a set.
“This is not a rich country, but things real-
ly penetrate,” says Alvaro de Castro, direc-
tor of business development at Web incu-
bator Visualcom and author of two books
on e-commerce in Brazil. “In every favela
there are satellite dishes. It will be the
same thing with the Internet.”

A major step toward the future came
last December when a wave of 1sps began of-
fering completely free access. Today Brazil-
ians can choose from a number of free 1sps,
including one, Catolico.com.br, owned by a
Roman Catholic diocese. Another free 1sp,
iG.com.br, expected a television-ad blitz to
bring in 60,000 applicants over three
months. Instead, the company got 940,000
in eight weeks. “The consumers were more
ready for this than we were,” says iG vice
president Matinas Suzuki.

Free access has spread to Argentina
and three major cities in Mexico, with
Chile, Colombia, Ecuador, Peru and a few
smaller markets, plus the rest of Mexico,
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. from the site goes into church coffers

Online bidding makes government
contracting more honest and fair

o & A8 prd g )
RN, P

The ISP’s free, and 10% of every purchase
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