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Abstract. What does the digitization capability of local governments mean? What does it mean for a municipality to
actively use digitization tools? How does the digital space affect the quality of life of the population and the attractiveness
of businesses? Our goal is to present the digital tools that can be used to improve the quality of life of people living in
settlements. Digitization is reflected in the way citizens and industries do business, helping them to access municipal
functions and interact with the municipality on a daily basis. In addition, digitalization makes the management and
operation of a settlement more sustainable. Last but not least, digitalization can make the everyday lives of those who live
in it more livable and enjoyable. Our method is literature review, source analysis, and knowledge of economic and social
processes. During our research, we explore the opportunities offered by digitization through examples, which we combine
with knowledge management tools. We present models and tools for what needs to be done to improve urban life to the
increasing satisfaction of residents. According to our results, municipalities do not use the toolbox of digitalization in the
field of online administration, automated process management and marketing tools. Digitalization also provides opportunities
for environmental awareness, administration, and support for companies and smart cities.
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MOBBIIEHUE BO3MOKHOCTEW IU®POBU3AIIUA MYHUIIUITAJIUTETOB
BEHI'PUU C HIOMOIIIBIO UHCTPYMEHTOB YIIPABJIEHUS 3BHAHUSAMHU

Cunapa MaaaTuHCcKHU

VYuausepcurer um. SInoma Kononanu, . Cexenidexepsap, Benrpus

I'enpuerra Hagp

VYuusepcuretr uM. Muntona ®punmena, r. bynanemr, Benrpus

AHHOTaIII(Iﬂ. Yro o3HAYaET BO3MOXKHOCTD HI/I(l)pOBI/ISaHI/II/I OpraHoB MECTHOI'O CaMopraBJ'IeHI/IH? Yro 3HAYUT JJIsL
MYHUIUIIAJINATETA aKTUBHO HUCIIOJIB30BATh HHCTPYMCHTDI HI/I(l)pOBI/BaHI/II/I? Kak HI/I(l)pOBOC MIPOCTPAHCTBO BJIMUACT HA Ka4€-
CTBO KM3HU HACCJICHUA U IMPUBJICKATCIIBHOCTH ousneca? Hamra eJib — MpeaACTaBUTh III/I(l)pOBLIe HHCTPYMCHTBI, KOTOPLIC
MOYKHO UCIIOJIB30BATH AJ1 YITYYIICHHA KaU€CTBa )KU3HU J'IIOI[efI, TMPOKKUBAIOIIUX B HACCIICHHBIX ITYHKTaX. HH(I)pOBI/ISaHI/IH oTpa-
JKACTCA Ha TOM, KaK IrpaXXJ1aHe€ U MPCANIPUATHA BEAYT 6I/I3HeC, rnoMoras UM I1oJiydaTb JOCTYII K pa60Te MYHUIUIIAJINATETA U
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©KeTHEBHO B3aMMO/IEHCTBOBATh C MyHHUIMIIANNTETOM. KpoMe Toro, nudpoBu3amus ienaet ynpaBieHHEe U AKCILTyaTaluio
HaCeJIEHHOro IyHKTa Ooee ycToiuuBbIMU. M mocneiHee, HO He MeHee BaKHOe: U POBU3ALU MOXKET CIeJaTh TOBCe-
HEBHYIO H3Hb 0oJiee KoOM(pOPTHON 1 PUATHOH. MBI NCTIONB30BATN B KAY€CTBE METOZOB UCCIIEIOBAHHS aHAITU3 JINTEPATY-
PBl, HAYYHBIX HCTOYHHUKOB, & TAK)KE 3HAHHE IKOHOMHYECKUX U COLMAJIbHBIX NIPOIIECCOB. B Xone nccienoBanus ObuwM n3yde-
HBI BO3MOXKHOCTH, MpeaiaraeMble @ poBu3anyeii, Ha npuMepax, KOTopble 00beJUHEHbI C HHCTPYMEHTAMU YIIPaBIICHHS
3HAaHUSMU. B cTarbe npencTaBieHsl MOAETH M HHCTPYMEHTHI TOTO, YTO HEOOXOAUMO CIIeNaTh ISl YIyqIIeHHUs TOPOICKON
YKHM3HU 1151 OOJIbILEH YOBIETBOPEHHOCTH sKuTeneil. Clieniad BBIBOJI, YTO MYHHITUIIAIUTETHI HE HCIIONB3YIOT MHCTPYMEHTAa-
puii rpoBU3aLMK B 00J1aCTH OHJIAWH-a IMUHUCTPUPOBAHHUS, aBTOMATH3UPOBAHHOT'O YIIPABJICHHS IIPOIIECCAMH U HHCTPY-
MEHTBI MapKETHHI'a, TOra KaK U(POBU3ALHS TPEIOCTABISIET HNIMPOKHE BO3MOKHOCTH JUIsl KOJIOTMYECKOH OCBEIOMIIEH-
HOCTH, AMMUHUCTPUPOBAHUSL, TOAICPKKH KOMITAHUH U YMHBIX TOPOZIOB.

KaroueBsie cioBa: udpoBu3anus, nuppoBbIe TEXHOIOTHH, IU(POBasi KOMIIETEHTHOCTh, 00y4eHUe 1 00pa3oBaHue
B3POCIIBIX, METOIMKA OOYUESHUS, pa3BUTHE MPEANPUHIMATEILCTBA, yIpaBIeHUE 3HAHUSIMH.

Hutupoanne. Manarunckuii C., Hans I, 2023. [ToBsimeHHe MoTeHIKAA IH(GPOBU3AIMN MYHHUITUIATUTETOB BeHr-
PHH C TIOMOIIbI0 MHCTPYMEHTOB YIpaBjieHus 3HaHuAMY // PerronasnbHas skoHomuka. FOr Poccun. T. 11, Ne 1. C. 70-79.
(Ha anm. s13.). DOI: https://doi.org/10.15688/re.volsu.2023.1.6

Introduction

The responsibility for education and knowledge
acquisition is crucial for the quality of life in
municipalities. The quality of technology and its
application is determined primarily by intellectual
quality, the existence of knowledge, and responsibility.
It is futile to operate a municipality with the highest
level of technology and the lowest level of added
energy unless the professionals can link up the
systems and the population can access the services
easily from home. Human attitudes, intellectual
capital, and accumulated experience, combined with
technology and available resources, can bring about
livable areas and quality communities. In today’s
world, where the quantity and price of energy is a
determining factor in the life of communities, regions,
and countries, it is not negligible to have the
knowledge and attention to run communities
sustainably and cost-effectively.

My research covers three areas. First, it
describes how local governments can simplify their
administration in the digital space. In this section,
[ present good practices to follow through
technological tools, software, training, and staff
development. Today, a minimal part of the
administration is still face-to-face interactions.
Automated processes and systems channel requests,
software filters, and only their implementation
emerges through process that are bound to people
but also bound to technology [Cseh-Zelina, Czékmann,
2020; Hiibscher, 2021; Ralevic et al., 2017].

The second area of relevance is the promotion
of digital assets of municipalities towards businesses.
Here, tools that help to access tourist attractions,
commercial and catering outlets, and businesses
within the municipality are emerging. One of the

supporting elements of the smart city is that smart
tools for functions in the settlement provide
information on services, parking, and quality of life.

A third prominent part of the challenge of
developing the digital capacity of settlements is
environmentally aware, efficient operation and
management. This field also covers transport, lighting,
cooling, and heating [Kaposzta, Ritter, Nagy, 2020].

Material and method

To better understand the digitalization efforts
of municipalities, we need to understand the concept
of digitalization itself. Industry 4.0 has also changed
the functioning of municipalities, and we no longer
merely understand it as the processing of data by
computers. Digital strategy is therefore not just a
system for companies to access and work with, but
also a system that no municipality can function
without. For us, digital strategy is “building on the
capabilities of breakthrough, readily available
technologies to develop unique and integrated
organizational capabilities that make the organization
responsive to the ever-changing environment”
[Sebastian et al., 2017: 3].

A municipality is a living organism, an evolving
system. The municipalities’ leadership decides which
of the available technologies to choose according to
its capabilities and which capabilities it will develop.
These capabilities are visible in the quality of the
human resources that run the city, in the quality of
the technologies and their deployment. For example,
it is possible to improve a parking system simply by
physically increasing the number of parking spaces,
taking space away from cities and increasing
pollution, and supporting renewable energy systems
in multi-storey car parks in appropriate zones. Cities
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are much more likely to have tasks that can be
optimized and managed through digital systems. By
2022, the global contribution of cities to GDP has
increased to over 80%, accounting for 50% of the
population, 75% of energy consumption and
responsible for 80% of CO? emissions [Hajduk, 2016;
World Bank, 2018].

Smart cities are about making traditional
networks and services more efficient with digital
solutions for the public and business users. “Cities
using technological solutions to improve the
management and efficiency of the urban
environment” [EU, 2022]. A smart city is not just
about using digital technologies to improve resource
use and reduce emissions. It does not just modernize
transport networks, water supply, and energy use in
its systems. A smart city meets the needs of residents
and businesses at a higher level, creates safer spaces
for transport and public safety, and responds better
and faster to demand.

Digitalization is an elusive concept for many.
People understand that phones and computers are
constantly changing and accept that they now have
to manage processes through software, but it is more
difficult to explain why this is happening. Digital
transformation is a breakthrough, building on the
capabilities of readily available technologies to
develop unique and integrated organizational
capabilities that make the organization receptive to
continuous change of the environment (see:
[Sebastian et al., 2017; Szeberényi, Lukacs, Papp-
Vary, 2022]). Digitalization means the conversion of
digitizing content, processes and objects that were
previously physical or analog concepts. Digital
transformation is at a higher level, as it is a
commitment to fundamentally transform the entire
operation of an organization. Transformation is not
about a company investing in new technology or
developing and incorporating it. Digital transformation
transforms the approach to value creation [Csedd,
Zavarkd, Sara, 2019].

If a company wants to digitize its processes, it
can target several levels. The first level is to move
away from paper documents and capture them
digitally, which has the advantage of being searchable
and more secure (digitization). The second level is
the digital mapping and tracking of processes, which
allows for process optimization, an example of which
is the Order-to-Cash process. The third level can
come after the first two levels are in place - this is
the automation or robotization of processes.

At this level, the human factor becomes a
substitute, where algorithms can help to process

structured data sets. Robotic process control (RPA)
can now handle more complex tasks with uncertain
outcomes. In the next step, software robots can work
in the familiar user interface of IT applications,
mimicking workers. For instance, it is possible that
invoice processing (sorting, editing, and accounting)
is fully automated and performed by a software robot.
The fifth level is the application of learning systems.
These systems already use artificial intelligence and
have the potential for continuous improvement,
preparing decisions and making forecasts
[Marcziniak, Méricz, Baksa, 2020].

The advantage of robotization is that the robot
can operate 24 hours a day with a lower error rate.
The freed-up resources can give the employer more
creative tasks, and the motivation to diversify the
workload is much greater than monotonous work.

Changing market needs and the spread of new
generations of consumers and online channels also
require new customer experiences. The transformation
of organizational processes (digitization, digitalization
and digital switchover) inherently involves a change
in the corporate culture. Not everyone is enthusiastic
a when a previously analog process (such as moving
a paper-based satisfaction survey to an online space)
is implemented and triggering resistance from many
employees, even residents if we look at municipalities,
and negatively impacts the customer experience
[KPMG, 2022]. Identifying relevant actors, and
assessing needs is a core element of digital strategy
making, and it is also advisable to “evolve” the
organizational culture along with digital development.
In many cases, resistance lies in fear of the new, in a
lack of knowledge. In 2019, some 75 million jobs
worldwide could disappear by 2022 owing to
digitalization. Digitalization will not only eliminate jobs,
but it will also create jobs, it will create jobs and could
create 130 million jobs in those three years.
The simpler an occupation, the easier it is to define,
the more likely it is that it can become more
automatized. According to Magyar Telekom’s
Deputy CEO for Human Resources, “If you can say
in one sentence what you do at work, in two or three
years, a robot will take over your job” [Wiedemann,
2019]. Another way of looking at it is that many of
us would not be sad if the automatistic, calculating
parts of our jobs were taken over by robots, because
then we would have time for creative creation, art,
and constructive thinking [Nagy et al., 2017].

The development of digitalization and atypical
(non-traditional) forms of work has been accelerated
by the COVID 19 epidemic, with the loss of face-to-
face contact becoming a constraint. The labor market
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has become more flexible as a result. Moreover,
alternative forms of employment have emerged in
addition to the former simplified employment,
temporary work, and part-time work [Jardi, 2021].
The large number of teleworkers has also led the
Hungarian legislator to reduce the administrative
burden, make regulations more flexible and regulate
the working environment with IT tools.

The virus situation has changed the basic
functioning of the country, making many previously
unthinkable solutions previously unthinkable
permanent. Businesses had to reorganize and
outsource work processes. Many have rethought their
entire organizational functioning and it has become
clear that in many cases personal presence is
unnecessary in a process. The importance of
teleworking has increased and instead of renting
offices, they do not rent a permanent location, but
work flexibly from the location available at the time,
in smaller locations, in rotation, or even using the
services of community offices [Kolonics, Ponusz,
2020].

Results

Digital governance and education. Digital
access to public services is vital. The quality of life of
businesses and residents is determined by how quickly
and efficiently they can get things done at the local
council or government offices and how bureaucratic
the process is. In addition to central regulation, these
processes often depend on the skills and, above all,
the attitude of employees. Local systems in the
municipality have their own set of rules.

It is the responsibility of the municipality to set up
a system in which the backup ICT services (e-payment,
e-identification, e-authentication) are available for e-
government. Forms can now integrate into the digital
space, and automatic filing systems can already exist.
Of course, this process often requires new digital
tools and improvements in staff knowledge — and
possibly attitudes.

In many countries, it is now natural that most
public services are available electronically [Wahl,
2009; Finnish Government, 2022]. Estonia, for
example, is the world’s first almost entirely digital
state, where it takes about three minutes to file a tax
return and roughly an hour to set up a company
digitally. Unfortunately, innovation in post-socialist
countries is not spreading at the same rate as in
countries on the western side of the former Berlin
Wall. The most advanced regions in this respect are
Estonia and Finland.

In Hungary, the e-Administration Act entered
into force on 1 January 2018, and from then on, state
and local government bodies have provided the
possibility of electronic administration. According to
the Europe Strategy and Action Plan published by
the European Commission in 2002, the Hungarian
government has set a target for e-government at level
4 of the 5 levels of e-government (1. information,
2. one-way, 3. two-way, 4. full e-government,
5. personalized e-government). Here, customer
identification, the signature of documents, and
payment obligations are all conducted electronically.
The transition to this system has not been uniform.
There have been organizations at the forefront of
digitization, some that have drifted and others that
have tried to hold back the transition, citing technical,
resource, or time challenges. Support for joining the
ASP (Application Service Provider) system went to
the municipalities, but meeting expectations depended
strongly on the openness and attitude of local leaders
and administrators. A complete digital switchover
requires not just the digitization of internal and
outgoing paperwork but also the electronic migration
of internal processes [Santha, 2018; Téth, Pupos,
Gorog, 2009].

In 2017, it was already clear that many smaller
municipalities and large energy service providers were
not prepared to switch to full e-government, so the
Hungarian government introduced the concept of
“bodies obstructed through no fault of their own” by
clarifying the law and amending the aforementioned
e-government implementing regulation. The technical
and attitudinal differences with the introduction of
the ASP system are very different. While the Mayor’s
Office of the Capital of Budapest has seen a steady
decrease in the number of postal items since the
beginning of 2018 (by 35% in one year), smaller
municipalities — and especially those that are more
difficult to reach for the rural population — have
almost the same 2030 years of practice [Gerencsér,
Toth, 2017; Kaposzta, Toth, 2014].

Environmentally sustainable operation and
management. We are not talking about the
intellectual capacity of the population or the municipal
administration. Developments have emerged — and
are becoming increasingly popular — that automatically
control municipal functions. A smart city is: “a
municipality that prepares and implements its
integrated urban development strategy based on a
smart city methodology. Smart city methodology: a
methodology for the development of a municipality
or group of municipalities that improves its natural
and built environment, its digital infrastructure, the
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quality and economic efficiency of municipal services,
using modern and innovative information
technologies, in a sustainable way and with the
increased involvement of the population”
[Government of Hungary, 2022].

We all want to live in smart and intelligent
settlements, where services and information are
readily made accessible in a way that is as sustainable
and environmentally friendly as possible. “A smart
city aims to increase its attractiveness for citizens
and businesses by improving and adding urban
services. A smart city is a space where traditional
networks and services can become more efficient
through digital solutions, for the benefit of citizens
and businesses” [Wade, 2016].

The Smart Cities Marketplace is the merger of
the Smart Cities Information System (SCIS) and the
European Information Partnership for Smart Cities
and Communities (EIP-SCC), which aims to improve
the quality of life of residents and the competitiveness
of European cities and industries. It consists of three
parts:

1. Explore — providing access to smart projects,
getting informed, and collecting ideas. In Hungary,
you can access these projects through the Lechner
Knowledge Centre database.

2. Shape — SCM helps turn ideas into projects
with the appropriate financial backing for public and
private investors.

3. Deal — business relationships between
project promoters and investors start to build. In a
good case, financing is in place [Smart Cities
Marketplace, 2020].

There are currently 210 smart city projects in
Europe, of which 7 in Hungary, 1 in Slovakia, 1 in the

Financing

Policy formulation
Innovation support
Advisory services

Growth, male, manufacturing

Industry

Czech Republic and 3 in Poland, with the highest
density in Belgium, Spain, Italy and the UK.

The smart cities’ performance can be assessed
on a variety of criteria and performance indicators.
They are usually measured in different ways and with
various indicators from region to region, and there
are few international classifications across countries.
The best-known city rankings are: Quality of Living
Survey; Siemens Green City index; Livability Index
of the Economist Intelligence Unit; UN City
Prosperity index; Global Urban Competitiveness
Report; Cities in Motion Index [Dusek, 2019; Nagy,
Képoszta, 2017].

There is no uniformly accepted concept for
measuring performance, the best-known
performance measurement is R. Giffinger [Giffinger,
2007], who first broke down the areas to be measured
and the related indicators into 6 subsystems. Later,
this approach was further developed by the T. Nam,
T. A. Pardo pair [Nam, Pardo, 2011] with 3 boundary
conditions (technological, institutional, and human
factors), and then further developed by P. Lombardi,
S. Giordano et al. [Lombardi et al., 2011] within the
framework of a “triple helix” model (see Figure).

In Hungary, the Modern Cities Program is the
most ambitious urban development program to date.
The program aims to contribute to projects that can
be flagships for rural development. Developments
can create a homely, safe environment and improve
living conditions. The Modern Cities Program (MVP)
includes 270 projects and has a total budget of HUF
4000 billion (EUR 40 billion) [Government of
Hungary, 2022]. Several development programs will
include smart city elements within the MVP: Creation
of knowledge centers, mainly to strengthen the

R&D
Academia Education

Incubators

Spin off’s

Big business, urban, technology-intensive

¥ 3
Survival, female, services v SME's, rural, people-intensive

Entrepreneurial venturing
Productand service development

Figure. The partially blind Triple Helix model

Note. Source by: [Lindberg, Lindgren, Packendorf, 2014].
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R&D&I activities of existing higher education
institutions (Debrecen, Gyor, Kecskemét, Veszprém);
Creation of innovation centers (Szeged, Zalaegerszeg);
Energy projects, mainly for sustainability and cost
efficiency (Békéscsaba, Hodmezdévasarhely,
Salgoétarjan, Szeged); Smart city developments
(Békéscsaba, Miskolc, Salgotarjan).

The professional knowledge displayed
in the settlement

The quantity and quality of services available
in a settlement depend mainly on the number of
people using it and the quality of the service they
require. If local demand for a tailor is high, sooner or
later a housewife — with the right skills — will think
about training herself and making a living from it.
If she starts a business and her knowledge and
services are needed, she will get a growing number
of orders and will have to upgrade either her
equipment or her personnel if she wants to meet the
demand. It is the responsibility — and opportunity —
of the local authority to ask the population about their
latent needs (not necessarily expressed so far) and
to channel these needs to support the emergence of
services and professions. If the municipality can
support such a service, it can help it get started, and
if more can do so, it can assist it with marketing and
accessibility tools. The municipality or city can help
the entrepreneur by renting premises at attractive
rates, offering favorable tenders, placing orders,
publicizing on its website, community platforms, etc.
[Aboelnaga, Téth, Neszmélyi, 2019; Toéth, 2002,
2019].

If the services needed by the population (such
as a grocery shop, a shoemaker, or an ATM) are
available, then a settlement or part of a settlement
will become much more attractive, and residents and
young people will be more willing to move there or
stay there. Some ideas for young people’s career
choices are described below, which can help them to
choose the right profession for them and to develop
the expectations of their ideal future [Goda, Toth,
2013; Kaposzta, Nagy, Nagy, 2013].

The fourth industrial revolution is the IoT
(Internet of Things), cyber-systems, and artificial
intelligence, revolutionizing mental as well as physical
work. Collaboration between humans and computers
is also generating new processes, tools, ways of
working, and consumption. We all see that our lives
are increasingly going online, where we gather
information, meet people, and order Christmas
presents.

The interaction between man and robot also
means that there is a great future for professional
skills in process management and the development
of logistics systems. South Korea plans to automate
57 percent of its workforce in the next 20 years,
putting 18 million jobs at risk. Hungary is only part of
this change, and we will have to think very carefully
about what kind of profession and what kind of job
we choose for ourselves and our children in the
future.EU projections show that by 2030, the highest
paid workers will be those with tertiary education,
advanced interpersonal and interpretive (explaining,
presenting) skills and a minimum basic knowledge of
ICT trends. The need for digital literacy,
communication, collaboration, planning, and teamwork
skills is becoming increasingly important.

Besides digitalization and robotization, the most
notable trend is the growth of the third sector, the
service sector. The service sector includes those
working in health, social and cultural services, public
services, and traditional manual services
(hairdressers, beauticians, carpenters, tilers, etc.) and
entertainment (theatre, television, radio, internet, etc.).
These are areas where good professionals are in
great demand and are typically well paid. Today, it is
also apparent that a good painter or tiler can take
home much better conditions and better pay than a
university graduate. We must also remember that
there will be a continuing demand for people in the
health and social sectors because of our aging society
and because of the non-automatable nature of the
work.

These trends are not exclusively specific to
Hungary but are international. Here in Hungary, the
trends unfold slightly differently and a little later, but
it is worth paying attention. Good quality farmland,
peaceful life in the countryside, and a pollution-free
environment can be of enormous value and economic
benefit if we use them properly. The Hungarian grey
matter, creative thinking, and good communication
skills can all help in a globalizing world, and these
need to be combined in systems that are sustainable,
economically efficient, and humanly acceptable.

Scope of results

Industry 4.0 and the development and
digitalization of businesses cannot happen on their
own if municipalities do not create the right technical
background. The tools offered by digitalization cannot
do without a properly developed system of technical
conditions. The successful introduction of self-driving
cars requires 5G technology, a network of suitably
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painted pavement markings, and many other
important innovations and systems. For companies
to be innovative and effective, they need an
increasingly highly skilled, knowledgeable,
collaborative, and productive workforce.

For the digitization of municipalities, it is essential
to create a four-sided educational structure to
promote digitization. These four sides are the
development and awareness-raising of business
leaders, the training of municipal and government
leaders, the training and awareness-raising of
municipal and government employees, and the training
of the population in the direction of digitalization. This
digitalization training should include up-to-date
technical elements of digital technologies, the
theoretical and logical steps of digitalization, and
practical activities that can be implemented in their
areas. Digitization is not limited to the use of
computers and systems but requires a proactive
approach, whereby each employee is able and
capable of proposing in their own field areas that
can be automated and digitized and is aware of the
process that leads to the improvement and facilitation
of their work area. Thus, they will develop the ability
to prioritize creative, constructive areas that improve
the thinking process [Kaposzta, Nagy, 2013].

The training of business leaders is a priority issue
in Hungary today. Enterprises, mainly created after the
regime change, deal with technological and attitudinal
processes of that time. Those technologies, management
and marketing methods, and sales processes are now
obsolete. Most of them are still suitable for meeting
local, regional, and sometimes national needs, but
multinational companies have already taken a significant
share of their markets with their methods, technologies,
and operating principles. Their production and service
systems can be renewed and refreshed through
automation processes and digitalization systems, and
they can identify those activities that are internationally
marketable and efficient.

We cannot escape the training of government
and local government leaders and employees and the
shaping of their attitudes. The Hungarian state has
placed great emphasis on the creation and operation
of a service state (reference) and the efficiency of
administration in recent years. More and more
municipalities have government offices, which have
become more efficient and user-friendly through one-
stop shops. However, the functioning of municipalities
is very heterogeneous. In many areas, municipal
administration falls short of being flexible and
customer-friendly, and in more than one area, paper-
based and slow administration still predominate.

The reasons for this are — in many places — still
inadequate technological background, modest
professional skills to facilitate the digital transition, and
a non-entrepreneurial approach. In many municipalities,
leaders do not know what is needed to support quick
entrepreneurial decisions, and what information is
needed to make an investment decision. Because of
this inflexibility, entrepreneurs lose markets, time, and
resources to the slow pace of municipal decisions and
pointless bureaucracy. There is a need for a team of
experts in the management of municipalities with
management skills and knowledge of the digitalization
process, who are able and capable to develop the
administrative community both technically and
mentally. The first step is to ensure rapid decision-
making and decisiveness, the second step is to support
business investors’ decisions, and the third step is to
coordinate the demand for services from the public,
human resources skills and knowledge, and business
activities. If there is no quick decision-making and no
data from the municipalities on the human resources,
service, and productive needs of the local area. It is
not reasonable to expect that investors will risk their
or someone else’s resources and help the specific area
to operate [T6th, 2019].

It is becoming ever more urgent for companies
to develop skills because they cannot stay in the
market with professionals who have been learning
the trades for 20-30 years and are not competent to
operate machines and systems with modern
technology. Today, in Hungary, the production and
service sectors are increasingly forcing skilled
professionals out of the education system, who would
be hired immediately, but the output is inadequate in
terms of both knowledge and numbers. What are
our tasks? First of all, we need to raise people’s
awareness of the need for continuous training and
learning. With a rigid mindset, no worker will be
marketable. Secondly, we must pass on to employees
the practice of meeting the needs of the employee,
operating, and having a marketable attitude.

Thirdly, we need to create today a vocational
training system that represents a genuine competency-
based system and is constantly adapting to the
professional needs of the 21% century. This requires
continuous improvement of teachers, heads of training
institutions and education management and, not least,
constant communication with production and service
companies about what they need. Fourth — and
perhaps most important — is openness to digitalization
and automation. Everyone should be aware of the
technologies and digitization opportunities available
in their profession and make suggestions to
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management to modernize, simplify, and cost-
effectively. It is not by chance that Japanese
companies are constantly studied, where employees
make weekly suggestions on how to reduce the time
of a workflow, the path of a workpiece, or improve
quality [Horngren, 1989].

Conclusion

Developing human resources at the right level
is essential to improving the digitalization capacity of
municipalities. Digitalization lies fundamentally in the
quality of knowledge and skills. Knowledge about
digitalization is specific and requires identifying the
key sectors that are useful and necessary for the
functioning of municipalities. It is then a matter of
gathering the knowledge needed for effective
development in the 21% century and the professionals
who can effectively transfer it to the target population.
After the knowledge elements of the sectors develop,
it is necessary to improve the efficiency of the public
administration and the municipal system, so that the
business sector can apply the enhanced and modern
schemes flexibly in the market.

From setting up a business establishment to
licensing, marketing, trade, and HR, the speed and
flexibility of the public sector are crucial in many
issues affecting operations and efficiency.
Digitalization, modernity, and efficiency are essential
without an inclusive public. First, it must demand rapid
public service delivery, and transparent and efficient
operations, and second, it must be able and capable
of proactively engaging as an employee in production
and service processes.

Finally, but not least, without innovative and
constructive business and municipal management, a
digitally enabled municipality cannot become a reality.
Managers need to know for each workflow whether it
is possible to digitize, automate, or not and what the
next step of digitization will be in the life of their
organization, in addition to efficiency and safe operation.
In this respect, municipal and business management go
hand in hand. The processes and systems can be
separated and digitized in the same way; it is just the
areas that are different. If all of the above is in place,
the result will be a more efficient, modernized, cheaper
and easier to run, more livable, and enjoyable municipality.
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