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ABSTRACT

This paper deals with the potential for internagiimation of the Brazilian software industry
from the perspective of software developers angicermproviders. The purpose of the study
conducted was to better understand the way Brazifiaftware companies relate to the
international software market by comparing the pptions of entrepreneurs and those of
government agency officials responsible for increg®razil's participation in the international
software market. Data collection took place by nseafi semi-structured interviews with
entrepreneurs and government agency officials. ddta gathered was subjected to content
analysis. Results show that Brazilian software camgs perform poorly with regard to levels of
exporting their products and services for a numbgérreasons, among which the most
outstanding is that they still think that the imr market offers enough challenges and
opportunities.
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1. INTRODUCTION

An increased reliance on information technologypne of the main characteristics
of a modern society that is evolving towards a kieolge based economy. It is not
possible to assess all of the consequences ofirtbisased reliance on Information
Technology (IT), and almost impossible to imagihe tvorld without its presence in
people’s and organizations’ daily routines.

Information and knowledge are important economyldeus, increasing the
contribution of knowledge-intensive services to Bess National Product (GNP) of
different nations. One could even say that the dvaglexperiencing a new revolution
based on the influence of these information andwkedge flows that affects the
performance of all other economic activities. Asrkeéa (1999, p. 417) stresses,
"differently to land, work and capital, which wese important to the economic growth
during the Industrial Revolution, the change powleat support the technological
revolution is intangible: it is knowledge".

The dynamics of the software sector are respon&ibles increasing specialization
and its spread around the world. In the case ofBitezilian software industry, the
current environment comprises a set of differinglites, rather than a single and
common identity. It is an expanding industry theeager to conquer new consumers
and markets. Brazilian protectionist internatiotralde policies of the 1980snpaired
the IT sector’s development for many the yearssgdite of that historical legacy, the
software industry has gained a new dynamism inntegears. National organizations of
different sizes compete with one another in the ektio market and also rival with
foreign companies, which began operating in thentguafter the market was opened
up to foreign competition in the early 1990s.

In contrast to the relatively high level of compieta with foreign companies in the
Brazilian market, the presence of Brazilian comearabroad still lacks vigor. This is
partially explained by the fact that the Brazilisoftware industry was not exposed to
foreign competition prior to the 1990's, while Istihder the strict market protection to
which the previous paragraph alluded.

Regardless of what happened prior to the 1990&ziBis currently an important
market for software and national companies areleamgéd to become competitive
internationally, in a very promising and quicklypaxding market that is dominated by
the firms of just a few countries.

Assuming that internationalization is an importasitategy for any company
conducting business in a globalized market and ithet a determining factor of its
success, this study aims to answer the followingstjan: What are the main internal
and external factors that affect the internatiaadion of Brazilian software companies
from the perspective of entrepreneurial leaders affidial agencies supporting the
export of Brazilian software?

In order to provide a better understanding of teEewant concepts this study
engages, the following section presents a reviewhentheory on internationalization
and the software industry. After that, anotherisagbresents the methodology that was
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used in the research project. Results are theryzsthland discussed. Finally, some
conclusions are drawn and suggestions for futund ae presented.

2. INTERNATIONALIZATION AND THE SOFTWARE INDUSTRY

In this section, we will discuss issues related the internationalization of
companies and also the software industry, which a@mesidered important to the
understanding of the research issue. Attention aldlo be drawn to the historical
evolution of the software industry in the world andBrazil.

| nternationalization

The globalization process is a challenge currefated by companies all over the
world, from a strategic perspective (DOMING@S$ al, 2002). According to Rocha
(2002), while this is not a recent process, itagaloping at a faster pace in more recent
times. For Versiani (1995), the high degree of utadety about the configuration of
possible scenarios is one of its major charactesisthallenging companies to be more
agile. Globalization is a process of world integmatacross several different industries
(BASSI, 1999), which may demand its presence irfiedght markets, productivity
increases, cost reductions, quality improvementsnges to people's qualifications
and/or investments in new technologies (VERSIANG93). In addition to the
economy, other sectors, such as politics, environoelture and communications may
also be impacted by globalization. One strateggsjmlity available to firms in times of
intense globalization is to internationalize thaativities. This action may be adopted
when one intends to expand business, increase ¢ibingeess or, simply, to become
more acquainted with what competitors or potermahpetitors are doing elsewhere.

In order to be able to discuss internationalizatiera strategy, it is first necessary to
clarify how the concept itself is understood heeeduse, as Welch and Luostarinen
(1988) point out, there remains no consensus abowt the term itself it defined.
According to these authors, internationalizationtie process of being involved in
international operations, regardless of whethes thvolvement relates to imports or
exports. For Johanson and Vahlne (1990), internalimation is a set of operations
concerning international businesses, whereas Damnieg) al. (2002) defines it as
practices related to foreign activities, i.e. atidg that take place beyond the
boundaries of the country where a company is aaityrocated. Justifying a broader
conceptualization of the term internationalizatigvglch and Luostarinen (1988) argue
that sub-processes, such as overcoming internatioguaiers, being inserted in a
"beyond-boundaries” context; shifting activitiesgqairing knowledge, skills and
international experience are all factors that cosepthe concept of internationalization
and that, at the same time, help to better undetsta

Internationalization concerns companies, as itasggmts a new form of economic
competition but the nature of this novelty has nemained the same over time.
According to Bartlett (1995), companies move towafdreign markets in the first
instance with the goal of obtaining cheaper rawemias and/or labor. In other words,
the traditional internationalization process wasntyaconcerned with providing a more
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efficient exploration of resources. In a secondgetahowever, the objective of
companies entering foreign markets was to devetp products or strategies. Today,
many companies internationalize with the goal @gieg informed about international
movements within their sector, which is viewed #@slvVfor survival in a globalized
economy regardless of whether they intend to keepsing in their original market or
not.

According to Caldeira (2002), increased competitess and the globalization of
the economy are both responsible for a new enviemirm which business is carried
out. More and more companies have begun addresffimgs to be fit to participate in
the global market. In order to accomplish this gaaky must adopt competitive
strategies that are suitable for their internati@gation processes.

Internationalization and its models.

According to Andersen (1993), there are basicallyo t approaches to
internationalization: one is economically orientaxdd was mostly developed by the
Reading School of thought (Dunning, 1977, 1999,120Buckley & Casson, 1976;
Rugman, 1981); another is based on the procesgavhationalization postulated by the
Uppsalian scholars (Johanson & Wiedersheim-Pauh;1.80hanson & Vahlne, 1977).

The internationalization theory based on an ecooorew postulates the use of
rational decision-making when strategizing abowestment abroad. Originally, the
Ricardian theory of trade (1817/2001) presentes! kimnd of decision as being based on
the comparative advantage of national economiegnfan views the Ricardian theory
as just the tip of the iceberg, however. Accordioghim, international activity takes
place “in response to imperfections in the goods factor market” (1981, p. 38), as
Coase (1937) considers in his theory of the firnd &ymer (1976) extends to an
international context.

Dunning’s subsequent (1977) eclectic paradigm wéytantroduced a “rational”
explanation for firms’ decision to invest abroadat-least in terms of international
production. He showed that internationalization iwest can be summarized into four
elements: (1) the search for natural resourcegh@¥earch for markets; (3) the search
for efficiency; and (4) the search for strategisets. Consequently, internationalization
was no longer a decision based in external elemastgproposed by Ricardo. The
eclectic paradigm considers this to be part of fth’'s strategic considerations. Its
rationale depends on the way the CEO plays withditfierent possibilities of locations,
producing a competence difficult to be imitated dympanies possessing limited
resources.

By contrast, the Uppsalian approach brings a diffepoint of view, by focusing on
the lack of resources and informational gaps regultfrom the process of
internationalization. The Uppsala model, formulagdlohanson and Vahlne (1977), of
Uppsala University in Sweden, views the firm’s stgpwards internationalization
through a behavioral lens. Studies carried out tlyadson and Wiedersheim-Paul
(1975) with Swedish companies showed that the reksed companies presented
similar characteristics with respect to their inronalization processes. They found
out that there was a sequence of internationatizastteps based on the "psychic
distance"” between markets. For these authors, ebel bf awareness of a specific
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market determined the intensity of investmentsaartade in it.

According to the Uppsala approach, companies ditsimpt to internationalize their
operations in countries that are viewed as psytthickoser to the company's original
market. This means that they will search for simgaaracteristics with respect to
development level, language, cultural aspects ahdrcsimilar factors, because this
reduces their perception of the level of uncerainithin the process. Horneét al
(apud Hilal and Hemais, 2001) ranked several countriégh wespect to their psychic
distance to Sweden and concluded that Swedish auegp@aould find it easier to invest
in countries such as Denmark, Norway and Finlandpray others, because they
presented little psychic distance to Sweden. Onlw ivery gradual way they would
attempt to enter more (psychically) distant markietsvever.

According to the Uppsala approach, internationéibra then, happens in four
gradual steps:

1) Irregular export activities, i.e. sporadic eXgor

2) Export activities by means of a representativihe foreign market;
3) Export activities by means of sales branchekerforeign market;
4) Implantation of manufacturing plants in the fgremarket.

It is important to highlight the Uppsala's increr@npattern approaches. When
defining their internationalization processes, frims view, companies are expected to
take two variables into account in decision-makifige first would be their knowledge
of the target market, i.e. the identification opeecise market to target. The second
would be their level of commitment, i.e. the amoahtesources they would be willing
to invest in a specific market. Such a processaslganl, however. Only after acquiring
experience with a new market would companies irsaebeir level of investment and,
consequently, their international activity.

A lot of criticism has been raised against the Wgsapproach, due to the
impossibility of generalizing its application, caering specific characteristics of
different organizations that could interfere withetway they internationalized their
activities. According to Parker (1999), for exampleere is evidence that there are
organizations that are more aggressive in the@rirtional investments from the outset,
which makes the use of an approach premised oarremtal internationalization steps
less meaningful. However, for Forte and Sette Jui@005), regardless of the criticism
against the Uppsala school, the approach remaing weeful for understanding
internationalization in several cases. For instanoenpanies lacking resources, such as
small and medium-sized ones, may adopt this madelrder to reduce uncertainty,
which is present in any internationalization praces

Softwar e Industry

The term “software” is used to designate a setogfchl instructions that make a
computer perform specific tasks that are groupe@nnorganized way as computer
programs (SOUSA, 2004). The software industry idekia group of companies that
have the necessary skills to provide services e@lab software development. This
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definition is based upon the traditional definitioh“services” as activities which are
not directly related to the production of somethtaggible. Following that reasoning,
Teixeira and Guerra (2002) consider the softwadestry in order to include companies
whose main activities involve exchanging softwaevelopment services with the
market (TEIXEIRA and GUERRA, 2002). According to dSfals (2006), the
information technology industry produces softwa®ryvices and hardware. These three
sub-industries are viewed as inseparable becaufigem&ardware nor software can
operate on its own and services are many timesreshto adjust and fine tune software
and hardware to work according to the user's negaoftware and hardware are, thus,
inexorably linked to one another (SHAPIRO and VARIAL999). For the purposes of
this study, no distinction will be made between pamies that develop software and
those that provide software services, as the asitbonsider that they all would have
similar reasons, opportunities and challenges vititennationalizing their businesses.

The history of software started in the early 196@'stime when software was
considered part of hardware and was not sold seghardrice was fixed per set:
hardware + software. However, at a given stageedame clear to the market that the
development of software involved costs that wereth&f same magnitude, or even
higher, than the costs related to manufacturinghidaelware. This realization was an
important step for a movement to be started towHrelppropriation of business value
by software proprietors. From the 1970's on, tHenswe industry began changing at a
faster pace as did the possibility of internatiariay software services (Heekapud
SOUSA, 2004).

In Brazil, the development of the software industigs also, originally, connected
to the trajectory of the hardware industry. Priortlie beginning of the 1990's, the IT
market was still reserved for national enterpriaad software production was not a
priority. Any existing official incentive was praded to hardware manufacturers. Only
after protectionist policies were abolished in 1988 software developers begin to
receive some attention from governmental agencres @olicy makers (SOFTEX,
2002).

Silva Filho (2003) reminds us that the potentialrkea for Brazilian software
companies abroad remains unknown, but the heatethational demand for software
development suggests a positive outlook for the ushg’s potential for
internationalization.

I nternational Software M ar ket

Very few industries have shown such a fast andagale growth year-over-year
as the IT sector and particularly in the softwand aervices segment (OECD, 2002).
The world's software market was US$ 90 billion @7 and was expected to reach US$
900 billion in 2008, according to the Organizatifom Economic Co-operation and
Development (OECD). In spite of the internationabmomic crisis of 2007/2008,
according to Abes (2009), the actual figure for 0@as rather close to the expected
target (US$ 872.80 billion), further confirming tmepid development of the global
software industry.
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When one analyzes the international software madket notices that the United
States’ participation is remarkable. This singlerdoy is responsible for 38.9% of the
world's market, which is almost five times highkan the Japanese share, the second
ranked country in terms of global market sharelase 1 below shows.

Table 1: Top software and software services playetBe world market

Country Volume (US$ billion) Share (%)
United States 339.6 38.9
Japan 71.7 8.21
United Kingdom 67.1 7.69
Germany 62.6 7.17
France 49.8 571
Canada 24.8 2.84
Italy 24.1 2.76
Spain 19.8 2.27
Holland 18.2 2.08
Australia 15.6 1.79
China 15.2 1.74
Brazil 14.67 1.68
Other countries 149.65 13.6
Total 872.8 100

Source: Abes (2009)

Brazilian Software Industry

According to Taurion (2004), the Brazilian softwarelustry is one of the most
promising among the developing countries. He algofians that the industry has
grown fast over the last few years in Brazil witgnéficant improvement in quality,
capability and competitiveness.

Since the 1990's, the IT industry has become markenhted (SOFTEX, 2002).
Global competition forced Brazil to abandon itsvoes policy that only privileged
hardware and treated software as a byproduct afwsae sales. Act 8.248/94nd the
creation ofSoftex in 1996, a non-governmental office with fhepose of coordinating
the Softex 2000 program, achieved very positive results with respe the promotion,
development and export of Brazilian software. Hogrewhe volume of resources
assigned to the Softex program was not sufficiergeinerate scale gains or to involve a
large number of companies — factors which wouldeha&en required for its goals to be
accomplished (SOFTEX, 2002).
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According to Abes (2006; 2009), the Brazilian saftev (and software services)
market is the 12 largest in the world. The industry generated U8 illion for the
country in 2005 or 0.95% of its GNP. Leaving seegicaside and only considering
software development, the figure was US$ 2.72dbillor representing 1.2% of the
world's market and 41% of the Latin American marketwhich Brazil ranked first.
This already represents a major improvement in Bnazilian software industry’s
position when compared to OECD data for 2004, asvehin Figure 1 (OECD, 2006).
At that time Brazil placed 25in the ranking, accounting for approximately 1%tluoé
world’s market. More recent data (ABES, 2009) shdiwat the Brazilian software
industry now represents 1.99% of the world marked 48.0% of Latin America’s
market, generating US$ 29.3 billion in 2008.

Top 30 economies’ shares of total reported exports of computer and information
services and other business services, 1995 and 2004

current Uso
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Figure 1: Top 30 economies’ share of total repoerports of computer and information
services

Source: OECD, 2006

The Brazilian market involved some 7,760 compattias developed, manufactured
and distributed software and services in 2005. Agsbihose, 1,850 companies were
involved with software development and productidrf,90 companies distributed and
resold software and 1,720 companies provided soétvsarvices (ABES, 2006). In
2009, the number of companies within this markes waer 8,500 of which ca. 94%
were small enterprises.

Brazilian Software Exports

The world’s software market, like the Brazilian pisegrowing fast. But when one
analyzes Brazilian software exports, one noticest tiney are still unimpressive.
According to Furlan (2003), Brazilian software it gonod quality, but the country's
share in the international market is far belowpit$éential. Furlan also considers that, in
order to continue growing, Brazilian software compa should pay more attention to

R. Gest. Tecn. Sist. INfIISTEM Journal of Information Systems and TechnolMgnagement, Brazil



The internationalization of the software marketpopunities and challenges for Brazilian compant€§

the opportunities for exporting their good quajstyducts. Stefanuto (2004) reminds us
that the Brazilian software industry developed litge the shadow of the hardware
industry and that this has affected the way theusitny evolved. According to this
author, the Brazilian software industry lacks aregnative culture, capable of
developing cooperative loops among different congsaand is very fragmented along
regional lines. In addition, there has been lighgernal influence due to the history of
the market reserve. For Gomel (2005), Braziliarivéadfe companies tend not to even
consider the possibility of exporting their prodicthat opinion is shared by Sampaio
(2006), who says that, unlike other countries whsrsféware industries are focused on
the international market, Brazilian companies aeofed by high internal demand,
which encourages an anti-export culture. Despite tturrent bias, the Brazilian
software industry presents some promising feat@&g$oselino (2006) has previously
underscored.

Indeed, the Brazilian industry's low export rates leeen identified as one of its
frailties, when compared with other countries thave a much higher international
market penetration in that segment (SOFTEX, 20E&fjorts have been made to
increase the country's share in the world’s sofwaarket, but the country is still far
from reaching a preeminent position. Brazil exportéS$ 178 million in software and
software services, in 2005 (US$ 35.6 million, or 2@%, in software and the remaining
US$ 142.4 million in services). It has been estadahat India will be exporting over
US$ 50 billion annually when 2008 is tabulated (TRION, 2004). Clearly, even with
a high increase in exports it would be difficult Brazil to reach figures that are even
close to those achieved by countries that haventakéiware export as a priority — at
least, in the short run.

Many researchers believe that it is possible fazBrto improve its export records
significantly, however, considering that the coyrttas already matured and can now
define more efficient policies for the software ar@nd, also, because it already has
some success stories to tell in software developnmsrch as those concerning e-
business, ERP, bank automation, automated electaoneng others (SOFTEX, 2002;
TAURION, 2004). However, a focus on the externalrket seems to be missing,
according to experts, as does the needed effationate a few bureaucratic barriers
that continue to impair the Brazilian economy (SARRJTO, 2004; GOMEL, 2005).

Method

This study consists of exploratory research witbcdetive intentions — an approach
that was considered the most suitable way to aehiev proposed objectives. A
gualitative approach was chosen, because the authtended to achieve a better
understanding of the phenomenon as a whole, takiinigs complexity into account.
Qualitative methods are usually indicated when gheblem one is studying is little
known and the chosen perspective is an exploratoey(GODOY, 1995).

The authors believed that data about the past caldd be important for the
comprehension of the phenomenon. Therefore, ddkecton was made by means of
single semi-structured interviews with each pagsaat, which involved questions that
tried to capture the evolution of the discusseddssover time. So, in spite of the study's
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cross-sectional characteristics, it provided samh@mation for longitudinal analysis, as
well.

The interviews, which were carried out with softevagector entrepreneurs and
officials working for government agencies and othlm@ganizations interested in
increasing Brazil's software exports (Abes, SoftBXDES, TECPAR, MDIC, MCT
and ApeX), were based on pre-established scripts, in dadprevent dispersion.

Participants were selected based on their abibtyprtovide answers that could
contribute to the solution of the research probldoilowing Creswell's (2003)
recommendation. They were interviewed in June, 2097one of the authors of this
paper, who was then involved in the preparatiohi®fMaster’s dissertation concerning
the internationalization of software companies.

In the case of officials working within governmenégencies, these were selected
based upon their direct involvement in projectspsupng the internationalization of
Brazilian companies. In the case of entreprenguadicipation was, in part, based upon
the researchers' convenience, at least in the fiegin as the first interviewed
entrepreneurs were people the researchers hadctamta in the field. Participants
were then asked to name other entrepreneurs tagtthiought could provide insight
into the study. A snow-ball technique was then @oplwith these new leads being
contacted and interviewed, as they agreed. Thamasers only stopped contacting new
entrepreneurs when they felt that new interviewsew®t adding relevant additional
information. This occurred following approximateiyenty interviews up to the point
the researchers agreed to interrupt the data @olecprocess. Ultimately, 24
entrepreneurs were interviewed for this study.

Interview scripts were distinct for the entrepreiseand agency officials, since some
questions that were asked to the entrepreneursdwmilmake sense to agency officials
and vice-versa. In spite of the differences ingctthe average time spent with each of
the participants in the interview was approximatatg hour.

In general, the study attempted to understand thigware sector and the
participation of Brazilian companies in the intdroaal market. For this reason, the
research did not restrict itself to a specific wafte segment. Any company that
developed software or software services was a pat@articipant.

Another issue that needs to be highlighted hetbasthere was no discrimination
based on the company's size. The authors expdwedby interviewing the owners or
main executives of companies of different sizesytiwould be able to develop a better
understanding of the importance of size as an nat@nalization factor. The
convenience sample ended up containing less sroaipanies than the population,
according to Abes’ (2006) data.

As said before, 24 owners or executives of softwam@panies were interviewed.
Two of those interviews were carried out by telaphdoecause these companies were
located in different cities.

At the beginning of each interview, the interviewequested authorization to record
the interview, which was given by 12 participantderviews that could be recorded
were then transcribed in order to facilitate analy$/here permission was not given to
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record the interview, and also in the case of ui¢svs that occurred via telephone, the
interviewer took as many notes as possible whllenig to the participant. To improve

accuracy and in order to retain as much as possililee participants' impressions, the
interviewer reviewed the notes and complementenh thght at the completion of each

interview.

Only one of the interviews with an official fromgavernmental agency was face-to-
face. All the other interviews of this kind tookapk by telephone since most agencies
were located in other parts of the country. Allages that develop any activity aimed
at stimulating foreign trade participated in thedst At the beginning of each interview
the participant was requested to explain how his/lagency helped the
internationalization of Brazilian businesses.

After data was collected, the next stage was tdyaeahe information, following
the guidelines proposed by Bardin (2000) for conagralysis.

Data Analysisand I nterpretation

The analysis of the content of the interviews artdeo information that was
gathered during the study (secondary data) alleseede important findings to be made,
which are reported in this section.

The software industry is very dynamic and is grayvat a fast pace worldwide,
presenting new opportunities for players in thigkeg all the time.

The participation of Brazilian companies in thelglbmarket is, however, muted.
There is no significant export effort in this ar&maller and less developed countries
have been able to take better advantage of thertymities in the international market
than has Brazil.

Analyzing the answers provided by the entreprenetine view is that the
difficulties concerning Brazilian software exporéahe government's fault.

Excessive taxation was mentioned by 15 of the B&rirewed company owners or
executives; lack of government support was mentidne 11 of them and bureaucracy
was raised as a major problem by 9. The entreprsrieunk that the government should
be more active in improving the situation. One loérh said: “Government action is
weak. There is no financing and the Brazilian grreur is unable to suitably invest
in his/her own business”.

Agency officials agree with the entrepreneurs widispect to bureaucracy and
taxation. They say that bureaucracy imposes diffesiand prevents companies from
being able to use the support that is actually labks. “The Brazilian entrepreneur
forgoes government support because too many ge@@rdre requested in order to
finance a venture or its expansion”. They also aekaedge that governmental agencies
are slow in their processes, which they say alss dwt help. However, they note that
the entrepreneurs' complaint about the lack of supis unfounded. “Resources are
available, but many entrepreneurs do not know wteeteok for them and many times
those resources remain untouched in an officiakban

This comment was confirmed by further analysis. Margrepreneurs do not seem
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to actually know what support they can get fromegomental agencies. Furthermore,
as the internal market has heated, there seems tiitle concern about finding out

which resources the government makes availablagpat the development of external
markets for Brazilian products. As a result, enteepurs do not investigate support for
the development, promotion and availability of theioducts in foreign markets as a
general rule.

It seems that there is a communication problem. tlm one hand, there are
resources that are not being used and, on the, dtiexe is lack of knowledge and
interest in these resources. As a consequencee tisera continuous effect of
opportunities being wasted.

Some agency officials also agree that the countigls taxation reduces companies'
competitiveness, which interferes with the perfanoeof Brazilian software companies
abroad.

The paucity of actions and strategies relatinght® international market became
very clear. 14 of 24 interviewed entrepreneurs Haad they do not develop any actions
and/or strategies for the external market. Thatwshthat internationalization is not
considered important by those companies that dbll not have an international
presence. Clearly, one of the factors that is nesipte for the poor Brazilian
performance in the international software markethet the internal demand is very
high. 12 participants considered this factor mosapartant when considering the
relationship of Brazilian software companies wilie texternal market. After all, new
markets are sought out when they are needed. 1i¢ lseno need, considering that a
company may already operate close to its maximupadaty, the search for new
markets becomes a secondary concern. Although ritrepeeneurs consider that the
external market is a promising one, they prefdotms on the internal market because
so many unexplored opportunities there remain.

Also, many entrepreneurs do not know the intermaliaation process, i.e. they do
not knowhow to export. Where this is they case, a viciousleimay have formed in
which they do not know the process because thayotl@xport and they do not export
because they do not know the process.

Another finding of the study is with respect to aBil's image" in the software
industry, at the world level. With the exceptionaofew isolated cases of success, Brazil
Is not viewed abroad, according to the intervieweattepreneurs, as a country with a
solid image when it comes to producing quality wafe. Segments like bank
automation, ERP and electronic elections are eimeptbut they are not sufficient to
make the country be seen as a reliable qualityvsoét provider. The country's image is
not strong and, according to the entrepreneurde i being done to change that.
Furthermore, there is no systematic effort to exipdme international market for
Brazilian software. Again, there seems to be aouicircle: the small share in the
international market does not contribute to theettgyment of a good image of the
country as a supplier but the lack of a good imalge does not help to improve the
country’s global market share.

Among the 24 companies that had their owners onragecutives interviewed, 18
were small companies. Only 3 of those export oehalveady exported. In contrast, the
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3 large companies in the sample have a presentte imternational market. It seems

that small companies tend to have smaller penetrati other markets than larger ones.
There may be several reasons for that. One isuatgtal and managerial issue. While
large companies have departments (or at least,|geagsigned to different functions,

small companies concentrate several tasks in thdshaf few, many times, the owners

themselves. Having too many things to worry abpepple in small companies are

likely to prioritize tactical and contingency busss issues, relegating to second priority
some strategic issues, such as prospecting newetsark

One of the entrepreneurs summarized this obsernvatyosaying: “I think that the
greatest difficulty in exporting is for small compes, because large companies have
specific people for each function, including foreiyade. That makes things easier. In
small companies, it is not rare that the presitastto do it all”.

In addition to management difficulties, due to #reumulation of functions, small
companies are also faced with difficulty in finamgitheir production and exports. The
excessive guarantees that are demanded and theoflaoke to get informed about
financial incentives made available by governmeraigéncies represent important
limiting factors to the expansion of Brazilian swdire exports, in the opinion of
entrepreneurs.

There are many bureaucratic barriers, which interfeith the export performance
of Brazilian companies. Entrepreneurs complain thatgovernment does not provide
support and that it does not make resources alaitalthe software industry. In their
opinion, some of the governmental agencies shoaldnbre active in promoting the
sector. One of them said that embassies and oiplernrdhtic representations should not
be just places "where the Brazilian flag is displdy Showing their cynicism about the
government's role, they also commented that mogergment officials are not well
prepared for the analysis of financing requests, @sda consequence, little help is
provided. They consider that the software indussrynot one of the government's
priorities and that the government is more int@esh exporting commodities than
technology.

One entrepreneur said something that illustrates ganeral feeling about the
relationship well: “Exporting software is not a qmity for Brazilian officials. Only
commodities are in the government's agenda, whigces dnot include discussing
software export. Because of that, results are gisiaing. When they happen, they
result from isolated efforts made by specific camps. There is no project and there
will probably be none if government policies are specifically developed for that”.

Government agency officials, for their part, sagttntrepreneurs have to be more
organized. According to them, there are resourgagadle, which are not being used.
The government has financing projects that are @iatesupporting exports. However,
the entrepreneurs do not make an effort to comyitly thie demands for the concession
of such benefits. As mentioned earlier, the momadsaip not being used.

Entrepreneurs emphasize the quality of the Brawsiftware and also the quality of
the country's labor. For them, the flexibility acrativity of Brazilian professionals are
great competitive advantages. They highlight, havethat Brazilian software needs to
be certified, in order to have better insertiongntial in the international market.
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Although this opinion is shared by agency official® initiative towards certification
seems to exist. The entrepreneurs seem generaliggd with the favorable conditions
of the internal market, while the government aleerss not to consider export markets
a priority.

Another realization was that there is no coopenasimong the entrepreneurs. Good
practices are not shared and this affects the qmeaioce of the Brazilian software
industry as a whole in the international market.

Finally, it is important to note that language alposes a barrier to the
internationalization of Brazilian software compani& of the participants mentioned
that they considered that Brazil was at a disacgmtin the international software
industry and losing a significant part of its pdiehmarket share due to the low
penetration of the Portuguese language in diffenerarkets around the world.
According to them, countries that have English lasrtofficial language are at an
advantage, since it is easier for them to undedstha requirements of customers, to
provide technical support, and, of course, to camy the sale itself. The software
service sector is the most affected by this obstdebr entrepreneurs in this sub-sector,
speaking English was once a recommended skillenITharea but it has now become
absolutely essential for those who work or intemavork in the international market.

3. CONCLUSION

Previous studies had already discussed the lowl lefvensertion of Brazilian
software companies in the international market.s€hgtudies have highlighted its low
export inclination. Some also referred to the exise of an anti-export trend and to the
country's poor results in the international sofevamarket (FURLAN, 2003;
STEFANUTO, 2004; GOMEL, 2005; SAMPAIO, 2006; ROSHQ, 2006). All of that
was confirmed in this study. In addition, this stuwbnfirmed that Brazilian companies
are not developing actions and strategies thatbedter position the country in the
international software market in the future.

The Brazilian software industry presents a setitiemnt realities, rather than a
single identity. It is a promising sector, but dwntry has not been able to develop its
global image as a reliable supplier of quality wafte products, thus far. This means
that, not being a traditional player in the int¢rmaal software market, Brazil will first
have to prove its competence. This lack of a gowabe is a challenge and, according to
a few of the participants, a difficult one to owamee without investing heavily in
marketing while also in remaining a consistent eelidible supplier in the global market
place.

There are opportunities to be explored and a festofa, such as the quality of
labor, the country's strong technological basegegawent action, and the improvement
of managerial systems, among others, may leveteg8iazilian software industry and
help to create this positive image, externally, antgprove performance in the
international market.

In brief, this paper presented findings about thazBian software sector and its
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export performance. Further studies may broadercdhgrehension of the reasons for
the country's poor performance in the internatios@tware market, although it has
become clear that Brazilian firms are not inter@stegoing abroad, as they think that
there is still a lot to be done within the country.

Specific software market niches could be explonedfurther studies, bringing
revealing results, considering that there is highkernal diversity in the sector.
Quantitative studies, with larger samples, coukbdle useful to increase the level of
information, allowing for the use of statisticabte in the analysis, whose results could
be compared with those obtained here.

Another opportunity still for further study is exping some other possible reasons
for the low penetration of Brazilian software comi@s in the international market that
were not pointed out by the interviewers, but coloddlisted by specialists and then
submitted for the entrepreneurs’ consideration ams of a follow-up survey or a
more structured interview. A few of these likelyspibilities are difficulties related to
performing software localization; providing spe@atl support in the foreign markets
(professionals capable of servicing the companygfiware abroad); international
sales/foreign commerce; development of softward aitcertified maturity level, and
others.

Any scientific study has its limitations and theten result from the methodological
approach used. Although qualitative research isidened suitable for research in the
social sciences (GODOQY, 1995), allowing for theimadtempirical knowledge to be
obtained and assigning “scientificity” to the sStUMIEIRA, 2004), the interpretation of
the data and inferences are dependent on the chsesir perspective and may,
involuntarily, bias the study, by introducing praceived ideas into the analysis.
Although the authors of this paper were conscidughis and have made an effort to
avoid it, they acknowledge the possibility of bias.

Finally, the study has shown opportunities andlehgkes for the Brazilian software
industry, which need to be considered. Internativagon may become an important
part of the strategy of any company in the softwadeistry, but it has to be taken as a
long term commitment. The advantages of internatioimg seem to already be
understood by most Brazilian companies. They noedn® understand that changes
will not happen on their own. It is necessary tanpih advance but also to convert plans
into action!
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