Abstract ID: 65 for SIEPI (Auto-Generato 16/05/2021 12:14)

Mapping the regional strengths in a key enabling technology:
the distribution of Internet of Things competences across
European regions

by Margherita Russo | Annalisa Caloffi | Ana Colovic | Pasquale Pavone | Saverio Romeo | Federica Rossi |

University of Modena and Reggio Emilia | Department of Economics and Management, University of
Florence | NEOMA Business School, France | Sant’Anna School of Advanced Studies | Centre for

Innovation Management Research -Birkbeck - University of London | Birkbeck, University of London

Abstract ID: 65

Inviato: 07/05/2021

Evento: XIX Workshop Annuale SIEPI

Argomento: XIX Workshop Annuale SIEPI

Parole chiave: Internet of Things, cluster analysis, regional competences in IoT, text-mining

Paper sottomesso per la sessione AISRe

Objectives

Enabling technologies are knowledge-intensive technologies associated with intensive R&D,
rapid innovation cycles, significant investment costs and highly qualified labour (European
Commission, 2009). Thanks to their novelty and pervasiveness, these technologies are
capable of driving innovation in products, processes and services across all sectors of the
economy. Enabling technologies play a crucial role in economic development (Adner and
Levinthal, 2002). Harnessing the potential of key enabling technologies to drive economic
growth and job creation can be an important development strategy for regions, particularly
in high-income economies (Laursen, 2000). To harness such potential, however, regional
economies need to possess the required competences. Because these technologies are
usually complex and require the integration of many different competences, provided by
different firms (Teece, 2018), the presence of a sizeable set of firms providing core elements
of the technology, or parts of the value chain, is crucial for a region to be ‘on the map’ of
industrial development. Having the required technological competences can allow the
region to lead in technology development, to identify new applications of the technology
leading to new potential markets, and to diversify into related technologies (Cooke and
Schwartz, 2008). In fact, current competences strongly influence the possibility of further
technological advancement along the same technological trajectory (Boschma et al., 2013;
Heimeriks and Boschma, 2013; Kogler et al., 2013), as well as the potential for discovering
new applications of the technology, which pave the way for market expansion. They also
provide the building blocks for further diversification into related technologies (Boschma
and Frenken, 2011; Neffke et al., 2011).

In this study, we focus on the Internet of Things (IoT), which, according to many scholars
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and experts, qualifies as a key enabling technology (McKinsey Global Institute, 2013; Rong
et al., 2015), and we propose an original methodology to map the regional distribution of
competences in this technology in Europe, in order to better understand the extent to which
European regions are able to harness their potential to drive further growth of the industry.

IoT is one of the four essential enabling technologies that support the new approach to the
organisation of work and production known as Industry 4.0, the others being cloud services,
big data, and analytics (Frank et al., 2019). The core principles of Industry 4.0 are (i)
integration (GTAI, 2014) - between the physical system and the software system, between
industry and services (Hermann et al., 2016), and (ii) connectivity (Metallo et al., 2018). IoT
is crucial for Industry 4.0 because it includes a set of technologies that enable the collection
and transmission of data between devices; as a result, interconnected and integrated
objects can be identified, located, tracked, monitored, and made to communicate with each
other (de Sousa Jabbour et al., 2018; Li et al., 2017). IoT solutions increase the efficiency
and flexibility of existing processes, and enable the development of entirely new processes,
products and services (Oriwoh et al., 2013; Kang et al., 2016; Frank et al., 2019). Firms
become better able to flexibly adapt to market changes (Wei et al., 2017), realising higher
value for both customers and themselves (Frank et al., 2019). IoT applications are found in
numerous fields, including smart industry, healthcare, mobility solutions and logistics (Rossi
et al., 2020).

Since the development of any [oT solution requires the integration of different technologies,
both hardware and software, and of additional services, and because the relevant
competences are often distributed across different firms, we can expect different regions to
host specific combinations of IoT competences, and thus exhibit different ability to harness
the potential of this key enabling technology. With the aim to analyse how these key
competences are distributed across European regions, and to evaluate the regions’ potential
for advancement with respect to [oT, in this study we address the following research
questions: (i) What are the prevailing [oT competences in different European regions? (ii)
Based on their current competences, what regions exhibit the greatest potential for further
expansion of their IoT technological and market capabilities?

Methodology

To address these questions, we map loT-related competences at regional level, for 18
European countries, deploying an original methodology designed specifically to deal with
the constraints that arise when mapping the geographical distribution of competences
around new technologies. Our methodological approach relies on text mining of firms’ own
descriptions of their activities, in order to identify combinations of NACE codes pertinent to
IoT, at a high level of disaggregation, which we then use to map competences at regional
(NUTS3 and NUTSZ2) level. This approach allows us to overcome the problems inherent in
directly using the standard descriptions of organisations embedded in NACE codes, since
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such codes pre-date the arrival of IoT and do not adequately represent the activities related
to it, with some activities spanning different codes, or failing to be precisely captured by any
of the existing codes.

In order to map the application potential of the IoT technologies across European regions,
we develop a five-step methodology, using textual analysis applied to the description of
companies’ activities.

We identify clusters of regions characterised by different mixes of competences in IoT
technologies, and we discern leader, co-designer and supplier regions, based on the
complexity of competence bundles they possess.

Results & policy implications

Building on a classification of the architecture of 10T solutions and the obtained regional
mapping of IoT domains of those solutions, we are now able to single out the potential
development of 10T of the European regions in the 18 countries under analysis. Three main
groups of IoT regional systems - Leaders, Co-designers, Suppliers - can be distinguished in
terms of their potential for technological and market capabilities expansion (high,
intermediate, low).

We find some evidence that regional competences in IoT build on the regions’ existing
knowledge bases: for example, specialisation in hardware is prevalent in regions with high
manufacturing employment, while specialisation in software is prevalent in regions with
high employment in advanced services. The full 10T value chain tends to be present only in
densely populated, urban, often capital city regions. This further confirms the findings from
the economic geography literature, which suggest that new technologies build on the
competences already available in the region.

We also find that some countries have more homogeneous profiles than others, with
particularly heterogeneous profiles in central European countries and more homogeneous
profiles at the periphery.

We contribute to the literature by providing the first mapping of IoT competences across
Europe, which can prove useful for several constituents. First, our findings could assist
public policy to better understand the needs of the regions with regard to IoT as well as the
strengths they can leverage. Second, by indicating where IoT competences are located, our
study can assist companies in their investment decisions. Third, our findings can inform
researchers and students interested in IoT about the locations in which it is possible to find
specific competences relative to [oT, which can assist them in their professional choices.

Copyright 2021 SIEPI powered by WPAbstracts Pro



Abstract ID: 65 for SIEPI (Auto-Generato 16/05/2021 12:14)

References

Adner, R., Levinthal, D. A. (2002) The emergence of emerging technologies. California
Management Review, 45(1), 50-66.

Boschma, R., Minondo, A., Navarro, M. (2013) The emergence of new industries at the
regional level in Spain: a proximity approach based on product relatedness. Economic
Geography, 89, 29-51.

de Sousa Jabbour, A. B. L., Jabbour, C. ]J. C., Foropon, C., Godinho Filho, M. (2018) When
titans meet-Can industry 4.0 revolutionise the environmentally-sustainable manufacturing
wave? The role of critical success factors. Technological Forecasting and Social Change,
132, 18-25.

European Commission (2009) Preparing for our future: Developing a common strategy for
key enabling technologies in the EU. COM(2009) 512

European Commission. Directorate General for Communications Networks, Content and
Technology., The Joint Institute for Innovation Policy (JIIP), Joanneum Research
Forschungsgesellschaft, Fundacion TECNALIA RESEARCH & INNOVATION, VTT, KPMG.
(2019) Study on mapping Internet of Things innovation clusters in Europe. Publications
Office, LU.

Frank, A. G., Mendes, G. H., Ayala, N. F., Ghezzi, A. (2019) Servitisation and Industry 4.0
convergence in the digital transformation of product firms: A business model innovation
perspective. Technological Forecasting and Social Change, 141, 341-351.

GTAI (Germany Trade & Invest) (2014) Industries 4.0-Smart Manufacturing for the Future.

Heimeriks, G., Boschma, R. (2013) The path- and place-dependent nature of scientific
knowledge production in biotech 1986-2008. Journal of Economic Geography, 14, 339-364.

Kang, H.S., Lee, ]J.Y., Choi, S., Kim, H., Park, J.H., Son, ]J.Y., Kim, B.H., Do Noh, S. (2016)
Smart manufacturing: Past research, present findings, and future directions. International
Journal of Precision Engineering and Manufacturing-Green technology, 3(1), 111-128.

Kogler, D. F., Rigby, D. L., Tucker, 1. (2013) Mapping knowledge space and technological
relatedness in US cities. European Planning Studies, 21, 1374-1391.

Li, G., Hou, Y., Wu, A. (2017) Fourth Industrial Revolution: technological drivers, impacts
and coping methods. Chinese Geographical Science, 27(4), 626-637.

Laursen, K. (2000) Trade specialisation, technology and economic growth. Edward Elgar

Copyright 2021 SIEPI powered by WPAbstracts Pro



Abstract ID: 65 for SIEPI (Auto-Generato 16/05/2021 12:14)

Publishing,

McKinsey Global Institute (2013) Disruptive technologies: Advances that will transform life,
business, and the global economy. Available at:

https://www.mckinsey.com/business-functions/mckinsey-digital/our-insights/disruptive-tech
nologies#

Metallo, C., Agrifoglio, R., Schiavone, F., Mueller, J. (2018) Understanding business model
in the Internet of Things industry. Technological Forecasting and Social Change, 136,
298-306.

Neffke, F., Henning, M., Boschma, R. (2011) How do regions diversify over time? Industry
relatedness and the development of new growth paths in regions. Economic Geography, 87,
237-265.

Oriwoh, E., Sant, P., Epiphaniou, G. (2013) Guidelines for internet of things deployment
approaches-the thing commandments. Procedia Computer Science, 21, 122-131.

Rong, K., Hu, G,, Lin, Y., Shi, Y. Guo, L. (2015) Understanding business ecosystem using a
6C framework in Internet-of-Things-based sectors. International Journal of Production
Economics, 159, 41-55.

Rossi, F., Caloffi, A., Colovic, A., Russo, M. (2020) Public innovation intermediaries and
digital co-creation. Research contribution to the OECD TIP Co-creation project. Accessible
online at: https://stip.oecd.org/stip/knowledge-transfer/case-studies

Scully, P., Lueth, K. L. (2016) Guide to IoT Solution Development. IoT Analytics, whitepaper,
September.

Teece, D. (2018) Profiting from innovation in the digital economy: Enabling technologies,
standards, and licensing models in the wireless world. Research Policy, 47(8), 1367-1387.

Wei, Z., Song, X., Wang, D. (2017) Manufacturing flexibility, business model design, and
firm performance. International Journal of Production Economics, 193, 87-97.

Copyright 2021 SIEPI powered by WPAbstracts Pro



