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Executive Summary  
The SmartImpact network (URBACT III) is exploring and developing innovation management tools for 

municipalities. The aim is to support cities to develop the infrastructures to operate as smart cities, 

with a focus on policy, financing, governance and business model innovation.   

 

Figure 1: URBACT III Network SmartImpact 

The third network meeting of the SmartImpact network took place in Miskolc, Hungary in January 2017 

and focused on the ways in which municipal organizations need to be transformed to support the 

development of smart cities.   

New technologies, data and innovation are the core of a smart city. Consequently learning, knowledge 

management, and agile approaches to project delivery are ever more important features for 

municipalities wishing to become into smart cities. SmartImpact partners are striving to become 

innovation leaders in Europe and are working to transform their municipal organizations to respond 

to the new challenges.  They want to be in the driving seat when investing into connected technologies 

and supporting local ecosystems of entrepreneurs and innovators. The project partners are pursuing 

a range of approaches to transforming their organisations. Some are placing emphasis on the 

development of teams to make the best use of data, others are building a smart city strategy team 

directly linked with city leaders, whilst others are focused on strengthening citizen engagement. A 

different strategy is to allocate strategic decisions and investments with municipal companies and 

subsidiaries. 

This report looks at the governance and organisational structures that can support the development 

of smart municipal organizations based on the experience of SmartImpact partners. It presents an 

overview of the wider challenges of organizational development and approaches taken by the 

SmartImpact member cities Zagreb, Eindhoven, Dublin and Manchester.   A municipality that strives to 

develop and run a smart city needs to create excellent knowledge management structures and 

processes.  
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The conclusion presents guidelines that are aimed to help cities to streamline their municipal 

organizations to address some of the challenges smart cities bring and to drive innovation as a principle 

for urban development. 

1. The Need for Continuous Organisational  Transformation  
 

Becoming a smart city involves many aspects.  A key element is the challenge it brings to municipalities 

as organisations. As a cross cutting theme, developments need to be planned, financed, built and 

operated across a range of departments and offices within the city administration. Think of a complex 

project like the introduction of an electric car-sharing system that involves e-cars, charging 

infrastructure (e.g. within street-lights), provision of renewable energies, parking regulation, 

intermodal integration with public transport, load-management etc. Several departments will have to 

be engaged in a structured way to making this happen. At the same time, becoming smart means to 

engagŜ ŎƛǾƛƭ ǎƻŎƛŜǘȅΣ ƭƻŎŀƭ {a9ΩǎΣ ǊŜǎŜŀǊŎƘ bodies and larger companies into the process of urban 

innovation. This needs a sound top-level organisation, strategy based decision making and the 

management and monitoring of a complex system, often in an iterative approach. 

Putting an innovation-driven approach at the core of urban development fundamentally transforms 

the way how cities organize the urban development process and challenges how they structure their 

own organizations for the future. It requires municipalities to depart from administration-focussed 

institutions and become innovation-oriented organizations able to take risks, experiment, incorporate 

new solutions and processes, increase the speed of (re)action and drive change across a wide network 

of stakeholders from the private and public sectors. 

Municipalities have not been known as innovation leaders. This is due to traditional organization 

structures e.g. silos, fragmented management, budget structures, public procurement regulations, a 

risk-adverse culture as guardians of public funds.  There has also been little focus on the calculation of 

the real costs and benefits of smart technologies.  In addition almost no municipality has a budget for 

innovation and testing. In the past reforms and organizational changes have been infrequent, often 

after political elections and following a political agenda. The drivers have changed, with efficiency 

savings high on the agenda. Lƴ ǘƻŘŀȅΩǎ ǿƻǊƭŘΣ ŀƭƭ municipal staff need to engage in continuous learning 

and innovation processes to improve services, enhance efficiency and make best use of new and 

connected technologies:  

άIf anything, the need for understanding how organizations learn and accelerating that 

learning is greater today than ever before. The old days when a Henry Ford, Alfred Sloan, or 

Tom Watson learned for the organization are gone. In an increasingly dynamic, 

ƛƴǘŜǊŘŜǇŜƴŘŜƴǘΣ ŀƴŘ ǳƴǇǊŜŘƛŎǘŀōƭŜ ǿƻǊƭŘΣ ƛǘ ƛǎ ǎƛƳǇƭȅ ƴƻ ƭƻƴƎŜǊ ǇƻǎǎƛōƭŜ ŦƻǊ ŀƴȅƻƴŜ ǘƻ άŦƛƎǳǊŜ 

ƛǘ ŀƭƭ ƻǳǘ ŀǘ ǘƘŜ ǘƻǇΦέ ¢ƘŜ ƻƭŘ ƳƻŘŜƭΣ άǘƘŜ ǘƻǇ ǘƘƛƴƪǎ ŀƴŘ ǘƘŜ ƭƻŎŀƭ ŀŎǘǎΣέ must now give way to 

integrating thinking and acting at all levels. While the challenge is great, so is the potential 

ǇŀȅƻŦŦΦ ά¢ƘŜ ǇŜǊǎƻƴ ǿƘƻ ŦƛƎǳǊŜǎ ƻǳǘ Ƙƻǿ ǘƻ ƘŀǊƴŜǎǎ ǘƘŜ ŎƻƭƭŜŎǘƛǾŜ ƎŜƴƛǳǎ ƻŦ ǘƘŜ ǇŜƻǇƭŜ ƛƴ Ƙƛǎ 

ƻǊ ƘŜǊ ƻǊƎŀƴƛȊŀǘƛƻƴΣέ ŀŎŎƻǊŘƛƴƎ ǘƻ ŦƻǊƳŜǊ /ƛǘƛōŀƴƪ /9h ²ŀƭǘŜǊ ²ǊƛǎǘƻƴΣ άƛǎ ƎƻƛƴƎ ǘƻ ōƭƻǿ ǘƘŜ 

ŎƻƳǇŜǘƛǘƛƻƴ ŀǿŀȅΦέ  όtŜǘŜǊ {ŜƴƎŜΣ нллфύ 
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2. An Introduction to Organization Development  
 

Organization development has a long-standing tradition in both the private and in the public sectors. 

It is the study of successful organizational change and performance and has been defined as the 

following:  

άOrganization development is an effort (1) planned, (2) organization-wide, and (3) managed from the 

top, to (4) increase organization effectiveness and health through (5) planned interventions in the 

ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ άǇǊƻŎŜǎǎŜǎΣέ ǳǎƛƴƎ behavioural-science knowledge.έ1 

Organization development differs from other planned change, 

such as project management or innovation, because the focus is 

ƻƴ ōǳƛƭŘƛƴƎ ǘƘŜ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ŀōƛƭƛǘȅ ǘƻ ŀǎǎŜǎǎ ƛǘǎ ŎǳǊǊŜƴǘ 

functioning and to achieve its goals. It is oriented to improving the 

total systemτthe organization and its parts in the context of the 

larger environment. 

The main approaches towards organization development stem 

from the private sector and focus on enhancing productivity and 

agility of organizations so they would be able to better react to a 

changing environment.  

άOrganization development is directed at bringing about planned 

ŎƘŀƴƎŜ ǘƻ ƛƴŎǊŜŀǎŜ ŀƴ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ŜŦŦŜŎǘƛǾŜƴŜǎǎ ŀƴŘ ŎŀǇŀōƛƭƛǘȅ ǘƻ ŎƘŀƴƎŜ ƛǘǎŜƭŦΦ Lǘ ƛǎ ƎŜƴŜǊŀƭƭȅ 

initiated and implemented by managers, often with the help of an OD practitioner from either inside or 

outside of the organization. Organizations can use planned change to solve problems, to learn from 

experience, to reframe shared perceptions, to adapt to external environmental changes, to improve 

performance, and to influence future changes. έ2 

As examples, the most widely applied models of organization development are the ά7S Modelέ 

(McKinsey) ƻǊ [ŜǿƛƴΩǎ ά/hange aƻŘŜƭέΦ 

2.1 The 7S Model 
The 7S Model helps to analyse and improve an organization based on 3 hard elements (strategy, 

structure, systems) and 4 soft elements: (shared values, skills, staff, style). 

¶ Strategy: top level plan to pursue and achieve the goals of the organization 

¶ Structure: line of reporting, task allocation, coordination and supervision levels 

¶ Systems: supporting systems and processes: e.g. information systems, financial reporting, 

procurement, resource allocation, management systems etc. 

¶ Shared Values: Core values of the organization. Form the underpinning culture and how the 

organization behaves and is perceived to behave 

¶ Style: The overarching style of leadership and the culture of interaction in the organization 

¶ Staff:  number and types of employees 

                                                           
1 Cummings und Worley 2011, S. 2 
2 Cummings und Worley 2011, S. 23 
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¶ Skills: Skills and competencies of the employees3 

2.2 ,Å×ÉÎȭÓ #ÈÁÎÇÅ -ÏÄÅÌ 
[ŜǿƛƴΩǎ /ƘŀƴƎŜ aƻŘŜƭ ǎƘƻǿǎ ǘƘŜ ǎǘŜǇǎ ǘƘŀǘ ǘǊŀŘƛǘƛƻƴŀƭ ŎƘŀƴƎŜ ƳŀƴŀƎŜǊǎ ƘŀǾŜ ǘŀƪŜƴ ǘƻ transform 

organizations so they would incorporate a new way of behaving: 

 

Figure 2Υ [ŜǿƛƴΩǎ /ƘŀƴƎŜ aƻŘŜƭ 

 

2.3 Reality Dimensions of Organizations 
 

In recent years it has become increasingly acknowledged that organization development cannot be 

confined to the formal structures and processes of an organization.  A second ς maybe even more 

important ς dimension of organizations needs to be taken into account as well: culture, behaviour and 

the interpersonal emotions of staff. 

The first reality dimension of our organizations is the explicit level. It is what you see in org. charts and 

talk about in your projects and meetings. Communicating on the level of the first dimension would 

make you say something like:  

ά²Ŝ Ǝƻǘ ǘƘŜ ōǳŘƎŜǘ ŀƎǊŜŜŘ ŀƴŘ ǿŜ ƘŀǾŜ ŘŜŎƛŘŜŘ ŀōƻǳǘ ǘŀǎƪǎ ŀƴŘ ƳƛƭŜǎǘƻƴŜǎΦ [ŜǘΩǎ ƎƻΗέ 

The second reality dimension of our organizations is implicit and is located between the people. It is 

the implicit rules of the organization and the unspoken motivations for action that dominate ǇŜƻǇƭŜΩǎ 

behaviour within the organization. Often they make up a large part of an organisation: friendship, 

jealousy, power, anxiety to weaken ones position, career ambitions, external promotion etc. are 

powerful motivations for action. Although they are implicit and not being spoken about, they trigger 

behaviour from the background. If progress of a seemingly easy project keeps stalling or suddenly 

progress takes up pace unexpectedly, it is usually at this level where important factors are located. 

Communicating on the level of the second dimension would make you say something like: 

                                                           
3 Hungenberg 2014, S. 54 
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άbƻǿ the director gave this job again to Thomas. Does he not see that he is completely 

incapable of accomplishing this workΚ IŜΩǎ Ƨǳǎǘ ǎƘƻǿƛƴƎ ƻŦŦΦ L ƘƻǇŜ ƘŜ ƳŜǎǎŜǎ ǳǇ ǎƻ everyone 

ǎŜŜǎ ƛǘΦέ 

άL ƘŀǾŜ ŎƻƴǘǊƛōǳǘŜŘ ǿŀȅ ƳƻǊŜ ǘƘŀƴ ŀƴȅƻƴŜ ŜƭǎŜ ǘƻ ǘƘƛǎ ǇǊƻƧŜŎǘΚ !ƴŘ ƴƻǿ ǎƘŜ ǘŀƪŜǎ ŀƭƭ ǘƘŜ 

ŎǊŜŘƛǘΦ LΩƭƭ ƴŜǾŜǊ Řƻ ǘƘƛǎ ŀƎŀƛƴΧέ 

 

Figure 3: Reality dimensions of organizations 

In summary, organisational developmentΧ 
 
a) Χencompasses all components of an organization, including the main areas of 

management 
b) Χneeds to follow a process that enables continuous learning and flexibility  
c)  Χdeals with the explicit and the implicit structures and factors that shape the behaviour of 

people at work. 

 

3. Specific Demands for Organisational Development  in Smart 

Cities 
 

The development of smart cities is a specific challenge for municipalities and city administrations 

principally because several factors converge and need flexible, agile and innovation-driven 

organizations: 

3.1 Increased  importance of knowledge and learning  

 

¶ Rapid technological change places a high burden on the planning, financing and operation of 

urban infrastructures and municipal services. In 2013, when the EU Commission began the first 

ǎƳŀǊǘ ŎƛǘƛŜǎ ŀƴŘ ŎƻƳƳǳƴƛǘƛŜǎΩ initiative, cities that were able to embrace the Internet of Things 
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(IoT) were at the forefront of innovation. In 2017 the first cities experiments began with block 

chain technology in the energy sector and self-learning algorithms for data-driven transaction 

platforms. However most cities have not yet even begun to look at how IoT could support 

service delivery or at the opportunities offered by active management of urban data. 

¶ Increasingly complex environments pose large challenges for city managers and 

municipalities dealing with demographic changes, efficiency challenges and budget 

reductions, rapid socio-economic changes and an ageing infrastructure.  On the other hand, 

they are required to address challenges like global warming, resource depletion, the digital 

transformation of our societies and an integration of European societies and markets on a local 

level, all with a citizen based and hands-on approach.  

These two factors hint at an increased importance of knowledge and innovation for the development 

and management of our cities. Only if continuous learning takes place in a structured way (allowing 

people to make mistakes and learn from them), will municipalities be able to keep up with 

technological change and increasingly complex environments. Knowledge and learning, however, are 

tied to people. They reside within individuals in the organization. Knowledge is information plus 

judgement, and the latter is based on experience. Municipalities and city administrations therefore 

have to increasingly understand their employees as key resources to master the transition towards 

smart cities. There is a need to invest in educating and retaining personnel.  

Beyond education and learning, knowledge management becomes a key discipline for municipalities 

that want to become a smart city! 

Whilst knowledge is increasingly important for our organizations, there are huge challenges in dealing 

with it effectively on a daily level: 

¶ External knowledge is rejected without assessing it properly (ǘƘŜ άnot invented here 

syndromeέ). 

¶ Resources are wasted because the wheel is reinvented continuously and a structured analysis 

of best practices and existing approaches is not undertaken. 

¶ EƭŜŎǘǊƻƴƛŎ ǎȅǎǘŜƳǎ ƻŦ άƪƴƻǿƭŜŘƎŜ ŘƛǎǘǊƛōǳǘƛƻƴά ŀǊŜ often empty and not user friendly 

¶ Action-relevant knowledge is not being shared or subject to political and tactical use. 

¶ Folder systems and databases produce data graveyards with outdated information clogging 

the systems 

¶ Experts leaving the organization leave large gaps behind  

¶ Experiences are not documented and mistakes are repeated. 

A municipality that strives to develop and run a smart city needs to create excellent knowledge 

management structures and processes. It needs to motivate, educate and retain its employees and 

it needs to systematically search for and incorporate new knowledge (about technologies, solutions, 

new processes, instruments etc.) into their daily work. 
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3.2 Changing patterns of management and organization structures  

Becoming a smart city is an instrument to achieve a greater goal or a vision for the society that is living 

and working together in a specific urban agglomeration. Making cities smart is not a goal in itself. 

Connected technologies and information systems serve to support a sustainable development of a city 

in order to enhance efficiency of public spending, improve public services and increase quality of life 

for citizens.  

Politicians and city managers who opt to create a smart city therefore need to first of all formulate a 

larger vision for the city, define development goals and underpin them with performance 

measurement systems that help keep the development on track.  

A smart city poses a challenge to the strategic city management.  This is because it forces city leaders 

to define development goals and then leaves them to figure out for themselves which strategies, 

projects, and technologies are required to achieve them.  And this is taking place in the ever changing 

environment of technological innovation. 

For this reason, new management tools for city leaders are required that will help them allocate the 

limited resource of their organizations in a strategic way across departments and offices to maximize 

achievements and increase the performance of their organizations. They also need to collaborate with 

research and the private sector to make sure they stay on top of innovations and technological 

development.  

The Fraunhofer Morgenstadt Framework or the strategic management software KSIS 2.0 represent 

two different approaches towards a strategic management for a smart city. 

4. Organisation Development  in SmartImpact  
 

There are a number of ways cities can transform their organizations towards smart city readiness. 

SmartImpact partner cities are adopting organisational change at different rates and have different 

approaches to transform their organizations. This section highlights four ways how cities have 

transformed their organisation to better deal with the challenges of a smart city. 

 

4.1 Zagreb: Tricking Structural C hanges through P rocess 
 

Since 2012 the City of Zagreb is focusing on the improvement of across the city administration in order 

to become more efficient aƴŘ ƻǾŜǊŎƻƳŜ ǎƛƭƻ ǎǘǊǳŎǘǳǊŜǎ ƛƴ ǘƘŜ Ŏƛǘȅ ŀŘƳƛƴƛǎǘǊŀǘƛƻƴΦ ½ŀƎǊŜōΩǎ ŀǇǇǊƻŀŎƘ 

to becoming a smart city is to create smart processes. 

 

The initiative for business process management (BPM), change management (CM) and project 

management (PM) in the City of Zagreb was launched by the Mayor's Office in 2012. The aim was to 

achieve business excellence and improve services to citizens and entrepreneurs. The goal was to 

establish an effective, efficient, transparent, flexible, customer-focused city administration. 

 

https://www.researchgate.net/publication/283319948_The_Morgenstadt_Framework
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Business process management has the ability to link different offices and departments for the delivery 

of public services. The process - a structured flow of communication, tasks and responsibilities - helps 

to transcend rigid structures and silo operations. Setting up a business process management system 

(BPM) in the city administration can be a powerful first step to create a smart organization when there 

is no support for structural transformations or services need to be delivered in a more efficient way. 

The City of Zagreb is piloting a business process management system as the core approach towards a 

smarter public administration. 

 

Zagreb identified the most viable way to reach this goal through a clear definition of all processes that 

connect the customer (citizen) to the service provider (municipality) with BPM as the basis for 

continuous improvement. Working with business processes means being able to change them when 

business logic dictates it, as conditions change or when there is a need for new services. This requires 

knowledge, a clear methodological approach and technology.  

 

¶ A repository of business processes contains the individual knowledge of city officials. They are 

set up in a knowledge base of city business in a way so that they are easy to understand, to 

analyse and to evaluate.  

¶ The business processes are harmonized with the strategic and operational objectives of the 

ά/ƛǘȅ ƻŦ ½ŀƎǊŜō {ǘǊŀǘŜƎȅέ ƛƴ ƻǊŘŜǊ ǘƻ ŀǎǎǳǊŜ ǘƘŜ ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ ½ŀƎǊŜō ƛƴ ǘƘŜ ŘƛǊŜŎǘƛƻƴ ƻŦ ŀ 

smart city and the implementation of smart projects. 

¶ Clear responsibilities for key processes were established to generate accountability and 

efficiency of processes. 

¶ A system of continuous control and optimization of business processes was developed 

through defining procedures for changing status quo processes and documenting target 

processes. 

¶ Transition to e-Services: The repository of business processes provides support through the 

implementation of information technology and software solutions for all processes in order to 

establish a unified information system that better reflects the customerΩǎ needs. 

¶ The BPM also provides support for the implementation of risk management systems, controls 

and compliance with the standards, laws and regulations. 

¶ Projects include the development of a system of continuous education of employees, which 

builds not only on the expertise of employees, but encourages changes in behaviour and how 

operations are conducted through the introduction of analysis and continuous improvement 

of άbusiness as usualέ.  
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Figure 4: Levels of BPM in Zagreb 

 

Using the BPM system the city of Zagreb is now able to structure processes in an efficient way across 

all departments and offices in the city administration. By creating a joint repository of processes and a 

unified standard for process management, Zagreb managed to break the silos of municipal 

departments and link all public officials into a seamlessly integrated process management system. 

 

 
Figure 5: The project management cycle in the BPM System of Zagreb 
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Figure 6: Example - aƻŘŜǊƴƛȊŀǘƛƻƴ ƻŦ ½ŀƎǊŜōΩǎ ½ƻƻ ŀǎ ƛǘ ƛǎ ǊŜǇǊŜǎŜƴǘŜŘ ƛƴ ǘƘŜ .ta 

An effective BPM contributes to the simplification and modernization of administrative procedures, 

providing fast and reliable support to citizens and businesses, facilitating the preparation and 

implementation of projects and increases transparency and competitiveness.  This enables the 

development of entrepreneurship, attracts investment and boosts overall social and economic 

development. 

 

 

4.2 Eindhoven: Transforming an Organization through Service Oriented 

Structures  
 

In a two year process the municipality of Eindhoven transformed the organization of the city 

administration to reflect the actual needs of citizens. The process was initiated by the question άcan 

the traditional way the city provides services still meet the needs of citizensΚέ  

The municipality felt that the reality of the administration and the reality of citizens and urban 

stakeholders no longer matched.  A new approach was needed to connect the city administration in 

order to continually align the long-term strategy, short-term activities and daily service provision. 
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Figure 7: 9ƛƴŘƘƻǾŜƴΩǎ organisational structure 

The transformation of the organization was based on four key principles: 

1. The reorganization of departments and programs  

2. The development of a cross-domain network of strategic advisors 

3. The instalment of a strategic programming board 

4. Linking the budget cycle to the strategic programming 

Through this process the municipality shifted from a supply-driven approach of urban services to a 

demand driven approach.  This sensitivity to what is going on outside of the city administration.  To be 

able to work from the outside in, Eindhoven needed to gain an understanding and feeling about the 

developments and trends that shape the city society.  These trends were translated ƛƴǘƻ άǘƘŜƳŜǎέ ŀƴŘ 

άǉǳŜǎǘƛƻƴǎέΦ  This included an intermediate level of issues based on the social priorities and issues. 

 

Reorganization of departments and programs 

 

The level below the Board of Directors was restructured into 15 departments corresponding to the 

three sections of space, social services and municipal support services. 

These were underpinned with 11 cross-cutting programs identified through a cross-domain network 

of strategic advisers (see below) and through integrated meetings within the municipality. They 

ultimately reflect the development goals of the city:  

1. Consolidating economic strength 
2. High-quality public spaces 
3. Climate adaptation and health 






























