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The purpose of this paper is to examine the explaining 
factors of market leadership of two Brazilian companies in 
specialized fields of the Information and Communication 
Technologies (ICT) sector.

ICTs exhibit a large and profound potential to 
transform social and economic relationships. Not only 

they are at the core of the globalization process, but also 
generate positive externalities on overall productivity. 
Furthermore, ICTs firms are usually very intensive in 
Research and Development (R&D) activities, which 
produce innovations that reinforce positive effects all 
over the economy.
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GRAPH 1
The Brazilian enterprise resource planning (ERP) market – US$ 1.5 Billion 
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In Brazil, the largest firms in software and  
hardware segments are, respectively, Totvs and Positivo 
Informática. The former specialized in developing ERP 
systems, while the latter focused on Personal Computer 
(PC) manufacturing. Moreover, both are nationally-
owned groups and have recently adventured in the 
global markets. What factors explain the leadership of 
these Brazilian enterprises in so competitive markets, 
in which Brazil is not a traditional player? To answer 

this question, we develop two case studies, combining  
information from previous studies, annual reports 
and financial statements, sector analysis made by  
specialized consulting companies and other relevant 
documents, as well as in-depth interviews with company’s 
executives as well as with sector specialists from the 
Brazilian National Development Bank (Banco Nacional 
do Desenvolvimento – BNDES in Portuguese).

In both cases, though, it is likely that  
national idiosyncrasies – such as public policies  
and institutional framework – supported the  
emergence of each company as a market leader.  
From this point onwards, strong marketing capabilities 
helped to forge the business model and consolidate  
the leadership of these companies in their market  
segments, but the leading position in Brazil has not  
been enough to put these companies technologically  
ahead of their competitors. This concept of market  
leadership, developed by Cavalcante and Araújo (2013),  
is a adaptation of the idea of industrial leadership, 
defined by Mowery and Nelson (1999), and seems to 
be more applicable to the situation in hand.

Notwithstanding that economies of scale and 
scope are essential sources of competitive advantages 

in the ICT sector, both cases indicate a combination 
of two factors that could counterbalance initial scale 
and scope advantages of foreign-owned firms. First, 
governmental support has been crucial, although using 
different approaches.

Although one may question whether it is or not 
a “pick-the-winner” kind of government support, the 
fact is that BNDES support to Totvs has been crucial 
for its growth strategy. 

Regarding Positivo, it benefited from trade  
protectionism provided by the information technology (IT)  
Law. However, despite of the institutional environment 
stimulating local production, Brazilian market is highly 
competitive. All major multinational companies in PC 
manufacturing segment are installed in Brazil, all of them 
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may have the same access to IT Law stimuli but none 
of them have been able to surpass Positivo’s position.

The second factor, both companies have achieved 
market leadership through developing customized products 
and solutions to specific market segments that have 
not been properly addressed by world industry leaders, 
combining marketing and technological capabilities.

For the future, it is expected that Totvs must 
grow hand-in-hand to the growth of the ERP market 
itself in Brazil. Despite of having some international 
presence following the same strategies as in Brazil, it is 
not expected that international operations will become 
an important part of Totvs’ revenues.

Despite Positivo’s leadership for the last seven 
consecutive years, its advantages are now at challenge.  
Positivo’s business model is highly dependent on two 
factors: PC sales, which represent about 98% of company’s 
total revenues; and the Brazilian current institutional 
framework. In contrast, world market seems to be 
changing dramatically. In 2010, notebook sales have 
exceeded desktop sales for the first time; in this niche, 
Positivo’s advantages are smaller. New devices, such 
as tablets and smartphones, are also globally affecting 
PCs market, which is stabilizing around 350 million 
units per year. Additionally, institutional framework in 
Brazil is subject to change in the near future, as some 
tax incentives are supposed to be reduced from 2014 
on, and end by 2019. Multinational competitors are 
moving forward in Positivo’s ground. Notwithstanding,  
in response Positivo has made some decisions to 
adapt itself to the new competitive scenario. Its recent  
incursions in tablet and smartphone segments prove 
that the company is expanding its portfolio. Furthermore,  
Positivo has been able to maintain its leadership in 
notebook niches in both Brazilian and Argentinean 
markets, despite of competitors’ attacks.

Finally, from the standpoint of public policy 
implementation, two issues are important to be  
emphasized. On the one hand, as highlighted in Sousa 
(2011), public policies pursue, in general, a series of 
objectives, sometimes divergent ones. While some 
appear manifestly declared, others are given only 
implicitly. Thus, the existence of multiple purposes 
is one of the factors that significantly difficult the 
evaluation of public policies. Notwithstanding, one 

could realize that the policies for ICTs in Brazil had at 
least the desired effect of enabling the rise of Brazilian 
domestic market leadership. Without the institutional 
framework of the ICT Law or without support from 
BNDES, it would hardly have occurred.

However, if such idiosyncratic conditions allowed 
for the rise and consolidation of Brazilian companies as 
domestic market leaders, they also impose barriers to 
these same companies on their way to the international 
market. This is because competitive advantages in the 
domestic market can not be extended to substantially 
different competitive environments. In ICT international 
markets, leadership is a result of industrial development 
and exploitation of new technologies, which does not 
seem to be the focus of none of the cases in this paper.

A part of this result can be attributed to the type 
of instrument to support ICT firms. In both segments 
analysed, the government has been using financial 
instruments to directly support businesses, such as tax 
incentives and bank loans. These tools, in turn, are used 
by companies to focus on short-term and, therefore, 
they have not been able to articulate and strengthen the 
Sectoral Innovation System, which would be essential  
to develop ICT in the long run.

In summary, the model of incentive policies for ICT 
in Brazil has shown some signs of exhaustion. However, 
their elimination tends to risk the results obtained so 
far. Therefore, the solution for the future development 
in the ICT sector in Brazil is the gradual transition from 
the existing institutional framework to one that offers 
long-term incentives for the strengthening of the ICTs’ 
Sectoral Innovation System in Brazil.
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