Latin American SMEs shift focus to digital transformation for survival and growth
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The fate of small and medium-sized enterprises in Latin America increasingly hinges on technology choices rather than solely on finance or location. Firms that embrace integrated digital systems are positioning themselves to scale; those that cling to analogue workflows risk exiting the market far sooner.
Regional statistics paint a stark picture: CEPAL data indicate that a large share of micro, small and medium firms fail within their first 24 months. Structural constraints such as limited credit, weak infrastructure and regulatory burden remain relevant, but failing to modernise operational and customer-facing systems has emerged as a decisive, and often overlooked, factor in early business failure.
Moving core processes to cloud-hosted, unified platforms removes dependence on on‑site hardware and bespoke maintenance, and shortens the distance between strategy and execution. Industry analysis shows that properly integrated customer-relationship management systems can materially boost revenue and deepen customer loyalty when they reshape the entire customer journey rather than only the point of sale. McKinsey’s research on IT-enabled productivity underscores that CRM and related digital tools can lift sales performance but also warns that realising those gains requires planning, skills and upfront investment.
Artificial intelligence is amplifying those returns by automating routine decisions, surfacing anomalies in real time and improving forecasting. Consultancies have documented how machine learning layered into operational systems can compress decision cycles from days to seconds, while specialised vendors assert double‑digit uplifts in business-unit revenue after AI deployments. Such claims should be weighed alongside independent analysis and the practical limits of staff capability and data quality.
The Software as a Service model widens access to advanced functionality by converting capital outlay into predictable operating expense, enabling firms to scale capacity in line with demand without crippling cashflow. Yet piecemeal adoption, multiple single‑function apps from different suppliers, creates information silos, hidden costs and managerial friction. Executives who can consolidate platforms and simplify vendor landscapes free leadership time to focus on growth instead of firefighting technical complexity.
Practical initiatives across the region illustrate the value of targeted support. Fiserv’s ProgramATHON in Costa Rica, for example, mobilised hundreds of developers to build tools that help SMEs capture customer preferences and convert insight into action, demonstrating how skill development and applied digital tools can improve market responsiveness. Similarly, firms offering AI transformation services present roadmaps for readiness assessments, custom models and ongoing support; their materials often reference broader consulting findings but should be treated as supplier statements rather than independent verification.
Public policy has a role to play. According to the OECD’s SME Policy Index for Latin America and the Caribbean, micro and small firms make up the vast majority of businesses and provide a majority of formal employment, so improving connectivity, digital skills and access to finance for technology adoption would produce outsized economic benefits. Governments and development partners that design targeted programmes, combining subsidies, training and regulatory simplification, can lower the barriers that currently prevent many entrepreneurs from investing in essential digital tools.
For managers of small and medium enterprises the calculus is now strategic rather than elective. Technology needs to be treated as an investment in competitive positioning, not merely an operational expense. When adopted coherently, backed by skills development, data governance and realistic timelines, unified cloud platforms, CRM systems and selective AI can move firms from survival to sustainable growth. Refusing that transition, whether from inertia or misconceptions about cost, leaves companies exposed in an environment where agility and insight increasingly determine which businesses endure.
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