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ABSTRACT

Relevance. Outdated tools and instruments for development and governance
prevent the effective use of data and digital platforms in Russian cities, thus cre-
ating obstacles for the implementation of smart new solutions. Moreover, the
established system of smart city evaluation is ‘overloaded” with indicators. For
these reasons, the smart city concept is inadequate for today’s reality of most
Russian municipalities, making it difficult for them to meet the national goals
for the digitalization of the country’s economy. The relevance of this study is
determined by the need to adjust the smart city concept for municipal economy
in Russia and to propose a modified version of this concept. Research objective.
This study aims at creating a modified smart city concept by changing evalua-
tion criteria and using a simulation model of municipal economy. Results. The
study found that the established smart city concept is not entirely suitable for
implementation in Russian municipalities. The lack of adequate methodology of
smart city evaluation impedes efficient economic development of municipalities.
Data and methods. The study applies a simulation model of municipal economy,
which is built by using simulation modelling methods and the Bass diffusion
model. Conclusions. The proposed modifications of the smart city concept can
provide a springboard for economic development of Russian municipalities to
achieve the goals of national digital strategies.

KEYWORDS

municipal economy, smart city
concept, change management,
simulation, risk, digitalization

FOR CITATION
Komarevtseva, O.0. (2020) The
modified smart city concept for
Russian municipalities in the
context of change management.
R-economy, 6(4), 292-298. doi:
10.15826/recon.2020.6.4.026

YnpouieHue koHenuuu Smart City A1 3KOHOMUKH
MYHUIIMIIAJIbHOTO 00Opa30BaHUA B KOHTEKCTE yIIpaBJIeHUsA

HN3MCHCHHUAMHA
0.0. KomapeBuena

Poccutickuti akonomuueckuti ynusepcumem um. I'B. Ilnexarnosa, Mockea, Poccutickas @ebepau,uﬂ; komare_91@mail.ru

AHHOTAIIA

AKTya/IbHOCTD. YCTapeBliyie MHCTPYMEHTBI /LS Pa3BUTYI U YIPaB/IeHNs He I10-
3BOJISIIOT 3¢ GEKTUBHO MCIONMB30BATh AaHHBIE 1 LpoBbIie IaThOopMbl B rOpo-
max Poccru, co3maBasi MPEMATCTBYUS /ISl peain3aliuyi HOBBIX YMHBIX pelIeHMIL.
Boree TOrO, CIIOXXMBILIASCS CUCTEMA OLIEHKY YMHOTO TOPOJa «IleperpykeHa» Imo-
KazarenAaMi. [1o 9TUM IpyU4MHaM KOHLIENIVA YMHOTO FOpPOJja HeajileKBaTHa Cerofi-
HSLIHUM peausM OObIINMHCTBA POCCUIICKMX MYHULIMITA/IBHBIX 00OpasOBaHMiL,
YTO YC/IOXKHAET MM JIOCTVDKEHNe HallMOHA/IbHBIX Liefleil 10 LU(ppOBU3aLNy 9KO-
HOMUKM CTPaHBl. AKTYa/IbHOCTb MCCTIELOBAHN ONPee/sieTCss HeOOXOMMMOCTbIO
KOPPEKTMPOBKM KOHIIEMIMI YMHOTO TOPOJa Ui MYHMULUIIATBHON 3KOHOMMKMI
B Poccnu 1 npenyioxxennst mopuuipoBaHHolt Bepcuu 91oit KoHuenun. Iens
uccinegoBanus. Llenp vccnenoBannsa 3axmodaeTcss B GOpMUPOBAHUN YIIPOLIEH-
Holt koHuenuuy Smart City, 3a cyeT M3MeHeHMsI KPUTEpPUEB OLIEHKY 1 IIpYIMeHe-
HVIAA UMUTAIVIOHHOM MOfien (pyHKIVOHVPOBaHNMA 9KOHOMUKY MYHUIIMIIATEHOTO
ob6pasoBanus. Pesynbrart. VccienoBaHie II0Ka3ajo, YTO YCTOSBIIASCS KOHIIETISA
YMHOTO TOpOfia He COBCEM IOfIXO[UT ISl peannsaluy B POCCUICKIUX MYHMI-
[ajIbHBIX 00pasoBaHmsx. OTCYTCTBIE a/jeKBaTHOM METOHOIOIMY OLIEHKY YMHO-
ro ropopia npernsarcTsyeT 9Q¢GeKTUBHOMY SKOHOMIYECKOMY PasBUTHUIO MYHMULI-
namuteToB. [JaHHbIE I MeTOABI. B 1CCIeqoBaHNM IPUMEHSIETCSI UMUTALVIOHHAS
MOJie/Ib SKOHOMUKY MYHUIIMIIAJIBHOTO 00pa3oBaHysA, IIOCTPOEHHAs C UCIIONb30-
BaHUeM METOJOB MMUTAL[VIOHHOTO MOJEMUPOBaHMA U Au(Qy3MOHHOM Mopenn
Bacca. BeiBoppl. IIpennaraemble MopyyKanmy KOHIENINMY YMHOTO TOPOAa MO-
IYT CTaTh TPAMIUIMHOM J/IsI 9KOHOMUYECKOTO PAa3BUTMS MYHMLMIIATIBHBIX 06pa-
30BaHMIT Poccyu 1 fOCTVDKEHIS Lieyleil HalYIOHa/IbHBIX IV(POBBIX CTPaTertil.
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Introduction

Outdated tools and instruments for deve-
lopment and governance prevent the effective
use of data and digital platforms in Russian cit-
ies, thus creating obstacles for the implemen-
tation of smart new solutions. Moreover, the
established system of smart city evaluation is
‘overloaded’” with indicators. For these reasons,
the smart city concept is inadequate for today’s
reality of most Russian municipalities, making
it difficult for them to meet the national goals
for the digitalization of the country’s economy.
Therefore, it is necessary to adjust the estab-
lished smart city concept to make it suitable for
Russian cities.

The smart city is commonly understood as an
urban area that uses different digital technologies
and methods for data collection. Insights gained
from such data about citizens, devices, buildings,
etc. are then processed and analyzed to monitor
and manage traffic and transportation systems,
power plants, utilities, water supply networks,
waste, crime detection information systems,
schools, libraries, hospitals, and other community
services (Anthopoulos et al., 2016).

The smart city concept integrates informa-
tion and communication technologies (ICT)
and various physical devices connected to the
IoT network to optimize the efficiency of city
operations and services and connect to citizens.
This way city officials are able to interact direct-
ly with both community and city infrastructure
and to monitor what is happening in the city
and how the city is evolving. ICTs are used to
enhance quality, performance and interactivity
of urban services, to reduce costs and resource
consumption and to increase contact between
citizens and government (Chan et al., 2019). The
smart city applications are developed to manage
urban flows and allow for real-time responses.
The smart city may therefore be more prepared
to respond to challenges than the one with a sim-
ple “transactional” relationship with its citizens
(Habib et al., 2020).

The purpose of this research is to propose a
modified smart city concept by changing the as-
sessment criteria and applying the simulation
model of municipal economy. Our research ob-
jectives are as follows:

— to consider the key features of the smart city
concept;

— to select indicators for assessing the modi-
fied city concept for municipal economy;
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— to build a simulation model of municipal
economy within the framework of the proposed
modified smart city concept.

Theoretical framework

The smart city status cannot be assigned to
all municipalities for a number of reasons. First,
the high debt dependence and budget deficit of
municipalities prevent their governments from
implementing the smart city concept (Medvedev
et al,, 2015). To address this issue, it is necessary
to enhance the innovative potential of munici-
palities. The smart city concept creates a techno-
logically active urban environment and is based
on the creation of an online platform (Barriga et
al., 2016). Thus, the smart city concept introdu-
ces information and communication standards to
improve the life of the population (Horejsi et al.,
2020). However, for successful implementation of
this concept, an adequate regulatory legal frame-
work is required (Zhuhadar et al., 2017).

For the municipal level, statistical studies are
carried out according to the given estimated pa-
rameters of smart-elements (Glebova et al., 2014).
Most systems of smart city evaluation, however,
are ‘overloaded’ with indicators and criteria (De
Domenico et al., 2015), which unnecessarily com-
plicates the process of evaluation. For example,
Scornavacca et al. (2020) outline more than 15 cri-
teria of a smart city. Another problem is the lack
of statistical information necessary for smart city
evaluation (Khatoun & Zeadally, 2016). Official
statistics fail to provide data on the indicators ‘the
level of citizens’ involvement in city management’
(Cao, Wang, 2011). Moreover, the existing evalu-
ation systems can be rather subjective and there is
no universal agreement among the research con-
cerning the indicators and criteria to be applied.
For example, Tan & Taihagh (2020) choose as the
key indicator ‘the level of activity of Internet users’
while Ishkineeva & Akhmetova (2015), ‘the level
of civil initiatives on local issues.

Finally, the models for the implementation of
the smart city concept are not adapted to the char-
acteristics of Russian municipalities (Komarevt-
seva, 2017). This drawback stems from the lack of
regulatory framework and the smart city design
tools for municipal economy. The problem that
has arisen is based on insufficient introduction
of digital technologies into municipal economy
(Hamal4inen, 2020).

Today the smart city concept is considered as
a theoretical tool for the development of territo-
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ries. Research within the framework of the smart
city concept includes areas for the development
of smart cities, technologies for modernizing the
environment, the conceptual apparatus, on-line
model of city management, stages of implemen-
ting the smart city concept and so on. In Russian
practice, the smart city concept is not adapted
to municipal economy. The lack of an adequate
methodology for assessing the implementation
of technologies in municipalities impedes “smart
development” of small territories. This factor de-
termines the relevance of the topic of this study.

Method and Data

In our study we are going to build a simula-
tion model of municipal economy by applying the
method of simulation modeling (Min et al., 2015)
and the Bass diffusion model (Svitek et al., 2020).

To assess and build the simulation model of
the feasibility of introducing smart city technol-
ogies in a municipality, we used statistical data
from the report of socio—economic development
of the city of Orel in 2017-2019. The indicators
used in the report make it possible to form a rel-
evant system for aligning the key aspects of the
smart city concept with the main areas of the mu-
nicipality’s development.

Results

The smart city concept centres around the
idea of improving the quality of life in a city with
the help of innovative (or smart) technologies. In
this light, areas of the urban environment include
smart management, smart technology, smart en-
vironment, smart ecology, smart infrastructure,
smart finance, and smart economy. Importantly,

active engagement of urban dwellers into their
cities’ economic development is ensured with the
help of digital technologies.

The main problem that makes the research of
smart city development in Russian municipalities
difficult is the large amount of parametric data
that need to be processed. This problem can be
solved with the help of indicators of feasibility of
smart city projects in Russian municipalities. Ta-
ble 1 highlights the indicators of the smart city
concept that can be used for assessing municipal
economy.

As we have pointed out above, the current
system of indicators used for smart city evaluation
has a number of drawbacks. Firstly, there is no cal-
culation of the final result and it is impossible to
draw a conclusion about the development of mu-
nicipal economy. Secondly, the key areas include
too many indicators. Thirdly, the statistical data
necessary for evaluation are not always available.
Thus, it can be concluded that the system of indi-
cators of the smart city concept is not adequate to
the reality of Russian municipalities and statistical
services. All of the above has led us to propose a
modified smart city concept for more effective de-
velopment of municipal economy in Russia.

The proposed indicators for evaluating smart
city development include the following:

1. innovative diversity (I,.):

I P Pn E

sC c.c 1 (1)
where I is the criterion for innovative diversity;
P is the volume of shipped innovative products,
goods and services (million rubles); p, is the re-
search and innovative potential of the munici-

pality; C, is the costs of technological moderni-

Table 1

Evaluation indicators of the modified smart city concept for municipal economy

Area

Evaluation indicators

Indicator description

Smart economy
munication technologies

The level of the development of R&D, on-line booking system, and com- |innovative diversity (Iy.)

Smart management
circulation and strategic planning

The level of informatization, openness of the city government, document|information interaction of

management agents (Us.)

Smart population

The level of accessibility of the labor market, activity of Internet users

intellectualization of the
population (N;.)

Smart technology
free wireless access in transport

The level of development of uninterrupted access networks, telemetry,

digital support (T.)

Smart environment

Elimination of landfills, monitoring of environmental safety

ecological safety (E.)

Smart infrastructure | The level of development of car sharing public transport, network of fil-
ling stations for electric vehicles, information systems in urban planning

online media (Fy.)

Smart finance

The level of transparency in government procurement practices, the
level of investment in the city’s economy

financial security (S.)

Source: Komarevtseva, 2017; Merlino, Bruneo, Long, Puliafito, Distefano, 2015
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zation (million rubles); C, is costs of introducing
information systems into the economy of the
municipality (million rubles); G is the amount of
grants received by scientific and educational orga-
nizations of the municipality in the current year
(million rubles); I is the total cost of intellectual
property products registered on the territory of
the municipality (million rubles).

2. information interaction of management
agents (Ug.):

sc=| 7 Wi~ “Up» 2
Ik—l 1 Iu—l ° ( )

where U, is the criterion of information interac-
tion of management agents; I, is the number of
citizens’ initiatives registered through requests to
local governments in the current year; I, | is the
number of citizens’ initiatives registered through
requests to local governments in the previous
year; u, is the level of development of information
systems of the municipal administration; I, is the
number of satisfied applications of citizens of the
municipality, out of the number registered in the
current year; I, | is the number of satisfied ap-
plications of citizens of the municipality, from the
number registered in the previous year; u, is the
level of information transparency of municipal
government.
3. intellectualization of the population (Nj):

K, K,
Ngc = K_b U~ K_a Uy (3)

where Ny is the criterion of intellectualization
of the population; K; is the number of jobs in
the innovation sector of municipal economy; K,
is the number of unemployed people in the mu-
nicipality; u, is the level of accessibility of labor
market data; K, is the number of people working
in research and education; K is the economically
active population; u, is the level of activity of In-
ternet users of the municipality.

4. digital support area (T.):

TSC=(Zu'Zg)_(ki'ie)’ (4)

where T is the digital support area; Z  is the level
of use of digital technologies in people’s daily life;
Z, is the level of digital literacy of the population;
k. is the coeflicient of infrastructural accessibili-
ty of digital technologies; i, is the indicator of the
effectiveness of digital technologies for municipal
economy.

5. ecological safety (E,.):

ESCZ(pe'kp)_(pn'kv)’ (5)
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where E. is the criterion of ecological safety; p,
is the rate of environmental pollution of the ter-
ritory; k, is the coeflicient of economic peril; p, is
the indicator of excess of standards for the level
of waste; k, is the coefficient of harmful environ-
mental impact of the municipality’s industrial en-
terprises.
6. online media (F.):

Fsc =8, =Sy (6)
where F,. is the criteria for online media; S, is
the amount of transactions made online (within
the framework of infrastructure and transport
services) (million rubles); S, is the amount of
cash transactions (within the framework of in-
frastructure and transport services) (million
rubles).

7. financial security (Sq.):
Z-u

D+F .

R+M+K B’ (7)
where S, is the criterion of financial security; D
is the indicator of budget revenues of the mu-
nicipality (million rubles); F is the financial per-
formance of enterprises located on the territory
(million rubles); R is the budget expenditures of
the municipality (million rubles); M is the mu-
nicipal debt (million rubles); K is the accounts
payable of enterprises located on the territo-
ry of the municipality (million rubles); Z is the
amount of public funds saved through public
procurement (million rubles); B is the amount
of non-cash transfers within the framework of
social and economic services for the population
(million rubles); u, is the level of development of
the banking system.

The indicators reflect the specific focus of the
modified smart city concept for municipal eco-
nomy. For smart economy the focus is innovative
diversity; for smart management, information
interaction of management agents; for smart
population, intellectualization; for smart tech-
nology, digital support for smart environment,
ecological safety; for smart infrastructure, online
media; and for smart finance, financial security.
To evaluate smart city development according to
the proposed criteria, we need to whether the re-
sults for each criterion are positive or negative:
a positive result means that this aspect of the
smart city concept is being successfully imple-
mented in the given city while a negative result
means the opposite.

The following table contains the resulting cri-
terion values for the city of Orel (Table 2).

SC
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Table 2
Evaluation of smart city development in Orel

Year | Iy Usc Nyc Ts E,c Fyc Ssc

2017 | -1.60 | -1.42 | -1.86 | -0.18 | -2.42 | 1.32 | -0.90
2018 | -0.84 | -1.25| -1.58 | -0.82 | -3.24 | 3.42 | -0.88
2019 | -0.15|-1.20| -1.42 | -0.90 | -4.01 | 4.15 | -0.82

Source: the authors’ calculations used statistical indicators
of socio-economic development of the city of Orel in 2017-
2019 and formulae (1)-(6)

In 2017-2019, smart city development in
Orel brought certain results. In this study, we
are going to forecast the development of econo-
my in Orel for the period of 2019-2025. We will
build a simulation model of the functioning of
the municipal economy within the framework of
the modified smart city concept. For simulation
modelling we applied AnyLogic software. The
method of imitation is the Bass diffusion. The
simulation model is expected to show whether
the economy of Orel will develop within the
smart city concept until 2025.

At the initial stage, we check the resulting in-
dicator values for the smart city concept.

The simulation model of the modified smart
city concept in Orel is formulated the following
way. Different aspects of the concept are aligned
with specific ‘drives’ (‘drive’ here is understood as
a system of variables and dynamic processes ac-
cumulated within one area of the smart city con-
cept). The category ‘drive’ is used in the simula-
tion modelling program AnyLogic. For example,
the drive ‘Orel’ corresponds to the municipality
of Orel; ‘economy, to smart economy; ‘manage-
ment, to management; ‘technology’, to smart tech-
nologies; ‘ecology’, to smart environment; ‘infor-
mation, to smart infrastructure; and ‘finance; to
‘smart finance. Dynamic variables enable us to
make predictions based on the given parameters
and the cyclical tuning of the municipal economy.
The designation of dynamic variables is based on
the criterion value.

For example, the criterion for innovative di-
versity is identical to I,.. The simulation model
parameters are value-based. The model values
reflect the final result of the dynamic variables.
For example, for the criterion of innovative diver-
sity, the set of variables include P as the volume
of shipped innovative products, goods and ser-
vices; p, the research and innovative potential of
the municipality; C, the costs of re-equipping the
economy towards technological equipment; C,
the costs of introducing information systems into

R-ECONOMY 4

the economy of the municipality; G, the amount of
grants received by research and educational orga-
nizations of the municipality in the current year;
1, the total cost of intellectual property products
registered on the territory of the municipality.
Verification of the model’s accuracy involves
simulation assessment of the feasibility of smart
city technologies in the ‘smart economy’ of Orel.
The drive is ‘economy’ with the given dynamic
variable and parameter values for 2019. In accor-
dance with Table 2, the final result of the indicator
in ‘smart economy’ of Orel was -0.15 in 2019. This
condition should be met in the simulation model.

Economy El £ X
Orel 2
2.072
1 - i\

Figure 1. Simulation of the modified smart city
concept implementation in Orel
Source: the authors’ calculations used statistical indicators
of socio-economic development of the city of Orel
in 2017-2019 and AnyLogic program

The purpose of simulation modeling is to
build a modified smart city model for studying
the municipal economy of Orel with a predictive
function until 2025. To this end, it is necessary to
identify the priority areas of economic develop-
ment to be included in the model. To simulate the
model, we will form the estimated accumulators
with the given dynamic variables and parameters
of the economy of Orel. The forecasting lag is up
to 2025. The limitations of the simulation model
include the risk components from changes in the
external environment and the transformations in
the legislation in the field of the digital economy.
These restrictions are determined by the level of
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cyclicity of dynamic variables. The final model
for the economy of Orel is presented in Figure 2
below.

Economy Elz X Information B2 X
2,000 5,000,000
Orel /
12,615 1,000 - P 04/
(0] =7 T
0 5 10 -5,000,000 T
flow M | 1] = 10 X
w18 S— i
k. 3
Economy
1,272,967
T gslczz
—»
PR D
lowt-.. g e
= 183, 15,365.1
1 a1
4anagement \OJ 3\ B
1,099,599 | o\[ 87 2 452,432.2
BN O
4‘ e
(R

‘\Oﬁ;@" =2\ Nsc
P~ 3 =g 0.097 F|na71cq
,-g:%:uéi%;a ?& ®) 0723

Populatlon
e & u ua —
et 0059 0.84
é flow6
Nt
low3 flow4 flowS [
.097 ] - 7 - 963 L
echnology &] Ecology &]'nform tion
N l 776 -6,012,738.9f9 ,153,778.851
i A b4
P A A B \ ¥
e = ki ! he

Figure 2. 7716 smart city model modified

for the economy of Orel municipality
Source: the authors’ calculations used statistical indicators
of socio-economic development of the city of Orel
in 2017-2019 and AnyLogic program

The smart city model modified for Orel mu-
nicipality shows positive dynamics and good
prospects of smart infrastructure development
for the period until 2025. The proposed modi-
fied smart city concept turned to be applicable

for this city’s economy. The model’s important
feature is the allocation of negative results for
different spheres of the city’s economy.

According to the forecasted values for 2025,
we expect negative dynamics for the indicators.
The areas that cause most concern are the techno-
logical development and environment. The prob-
lems in these areas may be solved with the help of
special software products.

Conclusion

Our research has led to the following conclu-
sions:

1. The smart city concept hasn't been tested
for the current state of most municipal economies
in Russia. The main disadvantages of the exist-
ing concept of smart city include the following:
insufficient assessment of the final results of the
concept’s implementation in municipal economy;,
excess of indicators in the evaluation system of
smart city development, and the lack of access to
reliable statistical data.

2. To address the above-described shortcom-
ings, we created a simplified smart city concept
for studying municipal economy. This concept in-
cludes nine areas assessed on the basis of the fol-
lowing criteria: innovative diversity, information
iteraction of management agents, intellectualiza-
tion of the population, digital support area, eco-
logical safety, online media, and financial security.

3. The simulation model can be used for
forecasting the development of a municipality,
for example, such forecasting was conducted for
the city of Orel until 2025. It should be noted
that of all areas of municipal development, the
development of smart economy and smart infra-
structure are of prime importance.
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