THE GREEK IT MARKET - 2001

Why didn't IT Grow as Expected?

The Greek IT Market of 2001 merely surpassed 2bn _ of value, scoring the lowest growth rates of the decade, only 19% from the previous year. Contrarily to the common sense, the last one to blame for this pale performance, which seriously affected the ASE, was the global recession in the New Economy. Regional factors such as the slowdown in PC sales growth or the retarded procurement of CSF - sponsored projects were the main inhibitors of robust market rise.

by Mr. John Agiomirgiannakis (*)
The Greek IT Market of 2001 reached the size of 2025,5 mil _, rising by 19% from 2000. Despite the high expectations of the past, Information Technologies in Greece failed to fulfill their promises and repeat the skyrocket course of the last five years. The sudden drop in growth rates was not all that due to the worldwide crisis in High-Tech. On the contrary, apart from the terrorist attack against NY of September 11th, which did have a negative impact, regional particularities were the ones to blame for the sudden drop in Market size growth rates.

The Frenzy of the ASE

The ASE upward rally, as well as its sudden drop in 2000 continued to negatively affect the IT Market in 2001. Firstly, the public listed IT groups absorbed tons of cheap stock market investing capital which had to be placed in cutting - edge technologies- and it is not a time for such placements. The drop of those funds deprived IT companies from a major cash supplier. Secondly, many public companies started ambitious IT related projects in their anguish to present a modernized and digitized profile. Most of these projects were abandoned when stock holders' money run out, along with their confidence. Lastly, the race of the IT sector in the ASE stressed the need for presenting attractive stocks and high EBITDA. Enronwise, "clever" accounting was recruited, especially in 2000 where a high sales figure was unanimous to success. Of course, such schemes couldn't last more than 2-3 years, now revealing the true economic performance of Greek IT Corporations.

Waiting for the 3rd CSF 

Active in a country where more than half of the GDP derives from public sector activities, the Greek IT industry placed much of its expectations on large public IT projects (no new one was started during 2001, as old ones were still behind schedule), as well as the forthcoming 3rd CSF, which was delayed and is expected to start generating revenues in the end of 2002.
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Hardware losing its Magic

The main category of the Greek IT Market, H/W, presented significantly slower growth in 2001 from 2000. The main reason was the slowdown of the PC Market, the steam-engine Greek IT for many years. The introduction of multimedia and new resources-hungry S/W kept prices steady in the name of more power to the user. Combined with the low income of Greeks and their constantly rising consumer loans, the Greek PC Market simply didn't meet expectations. Laptops and servers rose more than desktops in the same time. 

In the PC race, global brands clearly surpassed local ones, at least in terms of growth rates, closing the gap of the past. In terms of units, Compaq poses at the first place of sales, with Info-Quest, Altec, IBM and HP following. The amount of Personal Computers sold is quite high, but not the expected one. It seems, to that direction, that the "Get Connected" project of the government, which aimed at providing PCs and web access to SMEs, didn't have the desired results.

On the other side, Multi User Systems continued the slow but steady upward course, with IBM, HP and Compaq being the dominant players there. However, other traditional players of the field, like NCR or Unisystems, experienced a drop in their revenues, as a result of the recession in the ASE and the put-back of major public sector projects.

Nothing New in S/W 

The Greek S/W Market performed well in 2001, compared to other sectors of IT in the same period. However, nothing news tired the waters of S/W for 2001. The arrival of Windows XP didn't find such a warm welcome due to its resources-hungry character, while CRM and SCM applications scored much lower sales than expected. On the other hand, ERP systems became even more popular, while the ASP model started to make its first market steps at a favourable environment. In the case that broadband access is made real in Greece, ASP can be a significant market driver of the future.

Services almost at 2000 Levels

The IT Services sector could not escape the general climate and grew with around the average rate of the total IT Market for 2001.

Professional Services on the one hand, continued their upward course, as the demand for new networks or customized software solutions didn't lose its dynamic. Other more sophisticated sub-categories, like IT consulting or IT training didn't catch up with expectations for 2001.

Support Services on the other hand, followed a much better course for 2001, linked to the relatively good sales of Multi-User systems. Main driver of that sector was the vivid interest of the major international H/W manufacturers in Greece (IBM, Compaq, HP), who placed effort in developing this specific market segment.

Any Good News for IT in Greece?

It is certain that the Greek IT Market will sooner or later reach maturity. The expected growth is merely postponed for sometimes in the future.

As main future drivers of the Market pose:
· Greek IT & Internet companies are developing products that have a good course in foreign markets.

· The 3rd CSF is expected to supply the market with fresh capital, in mid terms at least.

· The further penetration of Internet will surely revitalize the PC market. The large success of on-line tax-statements submission verifies that trend.

· The public sector has yet a long way to go in the IT sector. It is certain that sometimes all public administrations will be forced to go digital.

· The Olympic Games of Athens 2004 will further familiarize Greek population with New Technologies.
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