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Spain in the digital race

The coronavirus crisis has highlighted the importance of digitalisation in disruptive contexts such as the present. Economic
activity has held up better in more digitalised countries: a greater number of companies have continued to operate at the height
of the pandemic, the public sector has been more effective and quicker in helping households and firms most in need, and in
people’s homes digitalisation has enabled teleworking and has allowed the younger generations to continue to study remotely.

Notonlyaretheseimportanttechnologiesfor cushioning global shocks like the pandemic; digitalisation is also a key transformation
in the current industrial revolution (which will bring us Industry 4.0). Where does Spain stand in this field? A good diagnosis can
help us to allocate the European recovery funds to areas whose digitalisation will bring greater economic returns in the short and
medium term (topics covered in the next two articles of this same Dossier).’

Digitalisation: significant level and pace of progress

In order to measure Spain’s situation and progress in the field of digitalisation, we use the Digital Economy and Society Index
(DESI), published by the European Commission,? which also allows us to compare with the main EU countries. This is a synthetic
indicator which encompasses five dimensions: connectivity, human capital, the use of internet services, the integration of digital
technology in enterprises, and digital public services.
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DESI, we see that Spain stands out in two
of the five dimensions: connectivity and, especially, digital public services, a component in which Spain ranks second in the 2020
DESI (see first chart, right-hand panel). In terms of connectivity, Spain is one of the countries with the largest deployment of very
high capacity networks, covering 89% of households in 2019. This contrasts with the EU average of 44%, as well as with Spain’s
own 45% in 2015. In addition, the improvement in the coverage of high-capacity networks over the past five years has been
clearly higher than the European average (see second chart). Looking ahead, the successful deployment of 5G technology will be
crucial,* as this technology is paramount for the development of the new 4.0 industrial paradigm.

In contrast, Spain lies below the EU average for digital indicators relating to human capital. While an improvement can be seen in
several aspects of this component, slightly over 40% of Spain’s population still lacks basic digital skills and 8% have never used
the Internet. Portugal is also lagging far behind in the sphere of digital human capital, slightly behind Spain, pushing it down to
nineteenth position in the overall DESI, below the EU-28 average.

1. See the following articles «The digital policies of Next Generation EU» and «<NGEU: a very timely boost for digitalisation» in this same Dossier.

2. See https://ec.europa.eu/digital-single-market/en/digital-economy-and-society-index-desi

3. Spain’s DESI has increased by 16.2 points, compared to 13.7 points for the average of the EU-28.

4.1n 2020, Spain made little progress in its preparation for 5G because it had to suspend the auctions of the radio frequency bands due to the COVID-19 pandemic.
However, this tender process is being held in the first few months of 2021. On 22 February, 20 MHz were auctioned in the 3.5-GHz band, one of the priority bands for
the deployment of 5G networks.
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important to analyse the degree of digital adoption by

business size. The third chart shows that the percentage of
SMEs which use digital technologies (i.e. buying cloud computing services, conducting big data analysis, or selling through
e-commerce) is much lower than it is for larger enterprises. Furthermore, the percentage of Spanish SMEs which use these
technologies is slightly below the EU average, a gap that is not generally observed among large enterprises.®

The purchase of cloud computing services is an interesting measure, since the adoption of this technology is associated with a
substantial increase in business productivity through several mechanisms which act at the same time (for example, more efficient
collaborative work, lower maintenance costs, or easier use of other digital tools such as systems for customer relationship
management, or CRM).” Despite its
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technologies. For instance, Spanish

firms in the most technological sectors, such as information and communications, or professional, scientific and technical
activities, have a high degree of digital technology penetration similar to that of their European counterparts. Indeed, 64% of
Spanish companies in the information and communications sector buy cloud computing services, the same percentage as the EU
average. The tourist accommodation sector is also in a good position: 31% of companies in the sector buy cloud computing
services (compared to 25% for the EU as a whole) and 14% perform big data analysis (similar to the 13% for the EU overall).

5. See https://avancedigital.mineco.gob.es/programas-avance-digital/Paginas/espana-digital-2025.aspx

6. These data come from the Eurostat ICT survey.

7. See D. Andrews, G. Nicoletti and C. Timiliotis (2018, May). «Going digital: What determines technology diffusion among firms». The 3rd Annual Conference of the
Global Forum on Productivity. Ottawa, Canada.
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In contrast, Spanish firms in sectors that are typically less digitalised, such as the agri-food industry or construction, are somewhat
lagging behind their European counterparts. In this regard, the Spanish government’s Recovery, Transformation and Resilience
Plan is intended to boost the digitalisation of sectors that are considered strategic: the health, automotive, tourism and retail
sectors, as well as the agri-food sector, which is lagging behind in the digital race and is also very important for our economy.

Nevertheless, Spain’s sectoral specialisation, with a high relative weight of sectors that have a low degree of digitalisation, such
as the agri-food sector, is not responsible for the differences in digitalisation we observe with respect to the EU average. In fact,
just 20% of the gaps in cloud computing services, for example, can be attributed to these differing specialisations.®

In short, Spain must do more in some areas of digitalisation if it wants to be at the forefront of the new industrial revolution. It is
clear that we must improve the digital capabilities of workers, and of the population in general. It is also important to influence
the digitalisation process of companies. In particular, there is a lot of room for SMEs to take advantage of the enormous potential
offered by new digital technologies.

Claudia Canals, Oriol Carreras and Judit Montoriol-Garriga

8.In this regard, the gap relative to the EU is explained by the lower degree of digitalisation of the various sectors of economic activity and not by the different sectoral
composition (within variation, in economic jargon).
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