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Abstract: The concept of a smart city is widely implemented all over the world, and this fact creates
both possibilities and new challenges for all participants and stakeholders of the process. This study
examines the implementation of smart governance in the context of smart cities. The goal of the
research is to distinguish between the effects and externalities of the smart governance domain,
both positive and negative ones; the effects and externalities are elicited from the outcomes of smart
governance implementation revealed from a review of scientific publications devoted to the results,
barriers, and facilitators of smart governance functioning. The publications were selected according
to a systematic review methodology, then the selected articles were analyzed and the factors that
foster the processes of smart governance implementation (facilitators) or vice versa hamper the
acquisition of results (barriers), as well as the outcomes of smart governance, were extracted. The
extracted factors were attributed to six areas: Information, Efficiency, Citizen-Centricity, Transparency,
Digital Divide, and Regulation. Further, the outcomes of smart governance implementation were
distinguished as effects and externalities, which were both positive and negative.

Keywords: smart governance; effects; externalities; barriers; facilitators; drivers; efficiency;
citizen-centricity; digital divide; transparency; regulation; information

1. Introduction

The smart city concept is attracting increasingly more attention in the contemporary
world. Smart governance is one of the domains of smart cities [1–3], important for imple-
mentation of the smart city concept in life. According to [4–6], smart governance is oriented
on establishing effective interaction and cooperation of various stakeholders via intelligent
employment of ICT, resulting in the improvement of the decision-making process. Smart
governance can be defined as an ability to use adaptive tools for making decisions [7,8]. The
government becomes a “smart, open, and participatory” body implementing the process of
decision-making on the basis of smart governance [9].

The primary goal of smart city governance is to improve the quality of the urban
ecosystem through the application of new technologies. It should establish a firm link
among technology, human capital, and governance as a provider for close cooperation,
respectively, boosting openness and the potential of mass collaboration and involvement,
which may drastically alter governance frameworks [10,11].

According to [9,12–16], smart governance presupposes the active use of technologies
for implementation of digital initiatives, oriented on creating a new model of delivering
public services; the main requirement towards this model is the capability of integrating
the various environments existing within a smart city. However, researchers have also
mentioned other components that are essential for smart governance: rethinking the entire
process of government functioning; occurrence of open initiations [17], open data, and
open action; transparency, collaboration, and participation [18,19]; and smart services [20].

The creation of such a governance structure with such diversified tasks assumes the
existence of externalities, since the process of considering all implications and impacts
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is very difficult and labor- and time-consuming. The complexity of smart governance
implementation is facilitated by the fact that its functioning is directly related to the
behavior of city residents, and the effect of human factor on all processes assumes increased
unpredictability. Therefore, the determination of possible barriers to smart governance
implementation or vice versa factors, supporting the functioning of smart governance, as
well as the specification of positive and negative effects and externalities, are very important
to ensure the effective functioning of the government within a smart city.

Studying the articles in the literature in the area of smart governance has demonstrated
that they do not usually divide the outcomes of smart governance implementation into
effects and externalities. The articles usually discuss changes in the society, economy, or
other areas due to the investigated factors. However, the authors suppose that it is very
important to understand that any activity results not only in effects but also in external-
ities, and these externalities should be taken into consideration in the decision-making
process within a smart city. The authors consider effects as a planned and expected result,
while externalities are the results that provide benefits (in case of positive externalities)
or unpleasant experiences (in case of negative externality) to the groups unrelated to the
producer [21,22].

The study of externalities appeared as a neoclassical critique of the market, and be-
longs to eternal topics, as discussed in the scientific literature. Pigou is usually assumed as a
“father” of the scientific approach to externalities [23]. In the 1920s, he initiated the attempts
to fight negative externalities, further supported by other scholars. Pigou developed the
idea of special tax, further named “Pigouvian tax”. This idea is supported even nowa-
days [24], and other ideas about regulation negative externalities have emerged [25]. Many
scientists consider externalities as the responsibility of a producer, for example, [26,27],
and this approach has become very popular, especially with the increased responsibility of
people associated with a sustainable way of living.

The study considers the barriers to the approach of establishing smart governance,
as well as the factors facilitating the operations of smart governance. Nevertheless, the
most attention is paid to effects and externalities, both positive and negative, of smart
governance implementation.

The goal of the research is to distinguish between the effects and externalities of the
smart governance domain, both positive and negative ones; the effects and externalities are
separated from the outcomes of smart governance implementation and revealed from a
review of scientific publications devoted to the results, barriers, and facilitators of smart
governance implementation.

The authors hope that this research integrates the existing studies on the results gained
in smart governance area of the smart city. It will be a theoretical contribution to the
development of the concept of a smart city. There are numerous studies showing the
barriers or the factors facilitating the adoption of the smart governance system in a smart
city. There are studies that demonstrate the advantages of smart governance or certain
bottlenecks of the process. This research integrates the positive and negative outcomes,
barriers, and facilitators of the process of integration of smart governance into a smart city,
and distinguishes between effects and externalities.

Nevertheless, the study also contributes to the practical issues. Practitioners can
find the integrated list of negative externalities of smart governance implementation and
develop the strategy for minimizing the impact of them; simultaneously, the list of pos-
itive externalities enables the design of the strategy for facilitating their influence on
smart governance.

• In Section 1, the authors explain the necessity of the research and set the goal of the
study, as well as demonstrate the novelty and practical value of the research.

• In Section 2, the authors describe the methods and procedures for selecting the articles.
• In Section 3, the barriers and facilitators of smart governance implementation are

attributed to six different domains, and the possible results of this implementation are
divided into effects and externalities, which is the goal of this study.
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• Section 4, presents the discussion of cases, the discussion of the impact of pandemic
on smart governance, and also the limitations of the study. which are interesting for
the study.

• Section 5 summarizes the results of the study.

2. Materials and Methods

A qualitative approach was used in order to gain better comprehension of the complex-
ities of the framework of smart governance, barriers and facilitators for its implementation,
and effects and externalities as a result of provision of smart governance in a smart city.

2.1. General Research Concept

The goal of the research is to distinguish between the effects and externalities of smart
governance domain, both positive and negative ones; the effects and externalities are
separated from the outcomes of smart governance implementation, which was revealed
from a review of scientific publications devoted to the results, barriers, and facilitators of
smart governance implementation. Therefore, the determination of the methodology for
article selection is the basis of this research.

The authors implement traditional methods used by numerous researchers, providing
literature reviews, for example, [28–31].

This research includes two almost independent literature studies: one is devoted to
the determination of barriers for smart governance principles implementation and the
facilitators (drivers) of this process; the second study deals with determination of positive
and negative effects and externalities of smart governance implementations.

Each study is divided into six stages. The first stage of the research includes the
determination of the study goal, the keywords relevant for the literature search, as well as
the inclusion and exclusion criteria. The inclusion criteria for both studies are as follows:
only full-text articles in English, available online and indexed in Scopus database. The
exclusion criteria: full-text articles in English, books, and book chapters unavailable online.

Scopus database was chosen as a leading database with a great number of peer-
reviewed studies in social sciences. The extensive choice of articles allows choosing the
comprehensive set of peer-reviewed documents according to the stated goal. Web of
Science, being a globally used scientific database, does not present such a wide choice of
articles in social sciences as the Scopus database [32–34]. The studies on social sciences
presented in the Web of Science database intersect with the articles presented in Scopus.
Therefore, the authors decided to use only the Scopus database, since it allows the set goals
to be achieved.

The second stage is a Boolean search for the articles in the Scopus Database according
to the determined keywords. At this stage, primary selection is performed, and dupli-
cated publications, books, book chapters, articles not in English, or not available online
are excluded.

The third stage is a primary screening of the abstracts of the articles, selected at the
second stage, for their relevance to the research goal. The exclusion of articles assumed as
irrelevant to the research takes place.

At the fourth stage, the reading of full-text articles takes place. Articles which do not
correspond to the research goal are excluded.

The fifth stage includes snowballing: the references of selected articles are checked,
and the articles that seem to be the most interesting and promising for achieving the goal
are selected, if available online in English and in full-text version. It should be noted that at
this stage, book chapters are also considered if available for reading.

The sixth and final stage is a qualitative analysis of the articles selected at stages four
and five.
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2.2. Literature Study I: Barriers and Facilitators of Smart Governance Principles

There are six stages of this part of the research. At the first stage, the authors state the
problem and the goal for this part of the study. The goal is to define the existing barriers to
the implementation of smart governance principles and the facilitators of these processes
on the basis of a systematic literature review. Correspondingly, keywords for searching
the scientific articles were identified: smart AND governance OR smart AND government
AND barriers OR facilitators. Only full-text articles in English from the Scopus database
available online were considered in this study. The selection of the articles took place in
October–November 2022, and the time span for articles was from 1991 to 2022.

In total, there were selected 687 articles for screening, and 108 of them were excluded
from selection. The excluded publications were books or book chapters, or duplicated
publications; some excluded sources were not available online (Stage 2). As a result,
579 articles were included for screening the abstracts.

At the third stage, i.e., screening the abstracts, 426 articles were excluded from further
study. The reason for excluding these articles is their irrelevance to the set goal of this
part of the study. Therefore, only 153 articles were selected for full-text reading. At the
fourth stage, i.e., full text reading, 87 articles were excluded, and for further analysis only
66 articles were left. The fifth stage is the stage of applying snowballing approach. After
reading the selected articles, the references were analyzed, and 36 articles were selected
for qualitative analysis. At this stage, the available book chapters were also included in
the study after snowballing. As a result, at the sixth stage, 102 articles were analyzed. The
summary of this process is presented in Figure 1.
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2.3. Literature Study II: Positive and Negative Outcomes of Smart Governance Implementation

The methodology used at this stage of research is similar to the methodology described
in the previous subsection.

The first stage includes setting the goal and choosing the corresponding operators for
the Boolean search. The goal is to define the positive and negative effects and externalities
of smart governance in a smart city. The related keywords were identified: smart AND
governance OR e-governance AND externalities OR disadvantages OR impact. The same
inclusion criteria were applied: only the full-text articles in English from Scopus database
available online. The selection of the articles took place in October–November 2022, and
the time span for articles was from 2014 to 2022.

In total, there were selected 307 articles for screening, and 64 of them were excluded
from selection. The excluded publications were books or book chapters, or duplicated
publications; some excluded sources were not available online (Stage 2). As a result,
243 articles were included for screening the abstracts.

At the third stage, i.e., screening the abstracts, 107 articles were excluded from further
study. The reason for excluding these articles is their irrelevance to the set goal of this
part of the study. Therefore, only 136 articles were selected for full-text reading. At the
fourth stage, i.e., full text reading, 76 articles were excluded, and for further analysis only
60 articles were left. The fifth stage is the stage of applying snowballing approach. After
reading the selected articles, the references were analyzed, and 35 articles were selected
for qualitative analysis. At this stage, the available book chapters were also included in
the study after snowballing. As a result, at the sixth stage, 95 articles were analyzed. The
summary of this process is presented in Figure 2.
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It is very important to note that some studies are relevant for both types of searches
since they present both barriers/facilitators and positive and negative results of
smart governance.

2.4. Analysis of Selected Publications

The selected publications were subjected to qualitative analysis. It is important to
note that many studies are intersected in Literature Study I and Literature Study II, as well
as in the results of snowballing. The barriers and drivers of smart city implementation
were extracted from the selected publications (Literature Study I). These factors foster
the processes of smart governance implementation in all forms or vice versa hamper the
acquisition of results. Then, the results of smart governance functioning were determined
(Literature Study II).

Once the factors were extracted, they were categorized according to six areas, including
Information, Efficiency, Citizen-Centricity, Transparency, Digital Divide, and Regulation,
which enabled the identification of outcomes, barriers, and drivers in each area.

Then, within each area, the outcomes of smart governance implementation were
divided into effects (anticipated results) and externalities (unanticipated results, or results
influencing not-intended groups of stakeholders). While this distinction is widely used in
other areas of the economy, it represents a novel approach to the field of smart governance.
According to the obtained results, the figures demonstrating the above-described division
were done.

3. Results

In total the authors distinguished six different spheres of smart governance impact:
Information, Efficiency, Citizen-Centricity, Transparency, Digital Divide, and Regulation.

3.1. Information

The graphical representation of the analysis of the area of Information is shown in
Figure 3. The factors influencing the implementation of smart governance are in the central
part, the effects are in the left column, and externalities are in the right column.
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Smart governance relies on effective information flow, and its primary task is to pro-
vide clear concise comprehensive information to citizens and businesses, and to exchange
information with various levels of government. The high-quality information provision is
based, first of all, on the digitalization of the processes within the governmental structures,
and on the intensive usage of ICT. Investing in technological infrastructure, enhanced
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data management services, and integration and the coordination of system design and
workflows is crucial, according to [35–37]. Effective organization of these processes leads
to timely and accurate information [38–41] that is available to a greater number of peo-
ple [42,43]. As a result, governance at all levels receives the possibility of finalizing the
processes very quickly and efficiently, since both public and other governmental structures
receive these timeliness information flows. These outcomes of implementation of digital-
ization and ICT development for the governance services are expected, and are, therefore,
considered as effects.

The externalities, which are not the anticipated result of smart governance imple-
mentation, are mostly positive. There appears to be a danger of Digital Divide, which
is addressed in a separate section called “Digital Divide”. Therefore, the first line of the
“Information” section contains only positive externalities. Timely information availability
enables citizen participation and promotes social involvement [44]. Simultaneously, sharing
information enhances government transparency [42]. These are very important results;
however, the possibility of providing governmental services even during the pandemic is
crucial to ensure that citizens and businesses are provided with sufficient information and
high-quality services [45–50].

However, to take full advantage of new technologies, members of the government
should be ready to change the entire way of working with the public. In case the gov-
ernment uses all the advantages of smart governance, they obtain a real possibility of
improving performance and increasing the level of governmental service provision [51].
Indeed, in this case, the result is anticipated. However, the changed attitude towards gov-
ernance allows the authorities to take the population and businesses as database sources.
Then, the government acquires considerable information from the public, and, as a result,
can receive a thorough understanding of the challenges faced by cities and the potential
for enhancing the level of urban governance [52,53]. One of these outcomes is full and
comprehensive statistics [4]. These results are externalities, since the results are not as
expected; however, they are very important for the success of smart governance.

Nevertheless, many researchers discuss the situation when authorities try to follow
the strategies in which the public is taken as just the part which receives the information
from the government [54–57]. They suppose this to be the normal situation, since they
do not see the new possibilities created by two-direction flows of information [58–61],
or do not want to change the style of governance. Treating citizens and businesses as
mere information recipients and limiting the information flow from the government to the
public leads to a loss of understanding regarding city issues, processes, and problems. This
negatively impacts the government’s ability to operate effectively in current circumstances
and reduces the potential for process improvements. These negative externalities are
especially dangerous for the urban authorities in the epoch of the open world.

3.2. Efficiency

Next researched area is Efficiency. The graphical representation of the analysis of
this area is shown in Figure 4. The factors influencing the implementation of smart gover-
nance are in the central part, the effects are in the left column, and externalities are in the
right column.

This field is represented by numerous effects and externalities put forward by the
implementation of smart governance.

The first block of effects and externalities is based on the development of tech-
nologies and processes digitalization. The positive effects of integration of technologi-
cal advances in smart governance are clear and distinct: all the services are delivered
significantly faster and with higher quality, and the costs of services are also reduced
correspondingly [4,16,43,62–66]. Due to implemented technologies, authorities can pro-
vide responses in a shorter time [4,37,63,67,68], and, in general, the communication between
authorities and the public is promoted, and the conditions for active collaboration of these
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parties are created [15,69–72]. The author takes these phenomena as effects of new tech-
nologies implementation since these results are anticipated directly.
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However, this block contains numerous externalities, and, since in this section we
discuss efficiency only, almost all of these externalities are positive. These phenomena have
been referred to as externalities since the achievement of these results was not planned and
occurred as additional outcome of smart governance implementation. Additionally, first of
all, we discuss better access to services due to new technological possibilities [43,51,65,73].
Moreover, the processes become significantly simpler for the public; the price of gov-
ernmental services decreased for citizens and businesses [4,43,63–65]. Another factor of
efficiency is the decision-making process, and the stakeholders are involved in the solu-
tions of various social problems [74,75]. Another factor which can be considered as an
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externality on the macro-level is increased national competitiveness due to active adoption
of innovations [43,76–80]. We can also discuss the contribution to sustainable develop-
ment as an externality—smart governance, facilitated by technological development and
digital processes, contributes to the efficient use of resources (paper, energy, etc.) [15,81].
Nevertheless, the researchers note one phenomenon, which can be considered a negative
externality. Since the adoption of technological innovations in smart governance require
active upgrading of staff skills, governance institutions begin spending significantly more
money on staff training [82].

The following considered block refers to strategies of administrative reforms. When
governmental structures follow the way of adoption of new strategies, they perceive
all the processes from another aspect. They start using ICT with the purpose of chang-
ing not services only but, first, the principles of government functioning. As a direct
result (effects) of changed strategy, we observe increased administrative efficiency and in-
creased operability [43,63,64,83], facilitated transformations of administrative functions [83],
exchange with information between different departments and structures of organiza-
tion/institution [16,84,85], and reduced workload and paperwork within governmental
structures [43,63,64]. The streamlined internal processes [51,66,73] created due to the
environment, which is interconnected [70], contribute to the improved cooperation of
governmental structures and external institutions and the public [65,75]. Moreover, the
new approach allows the authorities to increase the accountability of governmental struc-
tures [43]. Another very important effect of changing the strategic approach is the possibility
to control the situation in the city and to give a response to the public immediately in case
of a dangerous situation, or a disaster [86].

Change of strategy has many externalities which are positive for both parties: authori-
ties and the public. A significant part of externalities is related to human resources used by
governing structures. The situation when authorities introduce technological innovations
not only for producing online services for the public, but also primarily for changing the
intergovernmental relations for creating common inter-department environment [4,63,67]
allows monitoring human resources with high efficiency and identifying the departments
which have more employees than is necessary by department functionality [67], and then
it becomes possible to allocate human resources more rationally [14–16,84–86]. As a re-
sult, the competition between employees increases, and it is supposed that the increased
competition will increase labor productivity and the quality of work [63,68]. Another
interesting externality is the decreased number of errors which usually appear due to
human factors; the role of human factors decreases, and as a result, the error number also
decreases, while the accuracy of information and data increase [65,87]. The importance of
human factors decreases, since increasingly more functions are transferred from people
to technological solutions, and in many positions, the employees become just operators
without an active participation in decision-making processes. The next group of external-
ities refers to the social sphere. Since many functions are transferred from employees to
technological solutions, the authorities are ready to transform the existing relationships
between governmental structures and the public [88–93]. The public receives the possibility
to control the authorities, and as a result, the residents’ responsibility for many events in
social and political spheres increases [71,94]; people are ready to take part in the decision-
making process [66] and an increasing number of stakeholders are involved the governing
process [43,65,74,75]. Moreover, the conscious and deliberate switching of authorities to
the new strategy creates additional possibilities for future generations [86,92,95]. However,
Bokhari and Myeong [96] mentions that quite often under the pressure of public opinion,
the authorities try to offer as wide a range of services as possible; therefore, quite often the
specific sectors suffer from insufficient attention.

The next group of effects and externalities appears due to the possibility of using
digital mobile applications. One of the most evident effects is the possibility for the public
to receive the service immediately at the moment when there is a need, and from any place
(covered by the Internet); as a result, the popularization of online services takes place, and
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increasingly more applications are submitted online, and increasingly more transactions
are undertaken in online mode [65,87,97–100].

The externalities of using mobile applications are, first of all, the better performance
of public participation in the decision-making process (people are responsive and active
from any place and at any moment) [101–104] and the changed roles between all actors of
the governance process [37,105–107]: the public becomes more active, more functions are
transferred from employees to smart solutions, and so on.

The following group of effects and externalities in the Efficiency area depends on the
level of infrastructure development. It is not possible to estimate whether they are positive
or negative; in case the level of development of infrastructure is high, we consider them
as positive, and vice versa. In effects here we can mention the possibility to use e-services
and the level of e-service implementation, how the data are managed, and what soft- and
hardware is available [35–37,108].

The externalities include both micro- and macro-factors. For example, the competitive
advantage of a country significantly depends on the efficiency of the governing structure to
use the infrastructure developed. On the micro-level, infrastructure development influences
the cost and correspondingly the price of e-services for the population, as well as the ability
of the population to pay for these services [4,43,66,67,109].

The next group of effects and externalities in the area of Efficiency is based on the
development of economic and financing capacity. This group is very interesting since it is
reflected in other areas. So, if the economic and financing capacity is high and enhancing,
we will see an increased investments in infrastructure [35–37] and staff training [110];
the increased investments will result in an accelerated development of state-of-the-art
technologies [11,101,111–117] and the ever-growing production of online governmental
services [43,68,94]. These effects received as a result of growing economic capacity will
serve as facilitators of other effects and externalities in other areas.

Economic enhancement also fosters externalities, such as the development and in-
creased competitiveness of human capital [110], the public becoming more engaged in
city affairs [85,118–122], and the increase in the competitiveness of the city and its econ-
omy [76,78,80]. These positive externalities are very important for the general development
of a smart city environment. Nevertheless, an enhanced economic capacity promotes
the development of online governmental services, and the majority of the population are
happily involved in the life of a smart city. However, part of the population, due to low
income, a low level of education, age, and so on, are excluded from the social life, and this
exclusion increases with the growing amount of e-services [60,123,124]; it can be explained
by digital illiteracy, since even people with a good general education sometimes feel uneasy
with digitalized processes.

3.3. Citizen-Centricity

Further, we consider the Citizen-Centricity area. The graphical representation of the
analysis of this area is shown in Figure 5. The factors influencing the implementation of
smart governance are in the central part, the effects are in the left column, and externalities
are in the right column.

In general, the epoch of democracy puts forward the people-centric approach as one
of the main requirements in all areas. Smart governance also implements this approach.
The effects of applying this approach are in creating the system when citizens are not only
recipients of information provided by authorities, but also serve as a database and source
of information for authorities [4,101,125–127]. If authorities concentrate on people, the
number of contacts increases, communication is more active, and authorities receive the
possibility to collect feedback from citizens for improving the services [4,68,101,128]. All
the effects are positive.
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The externalities are also positive, and they include higher citizens’ involvement in
all processes [64,71,126,129], due to which it is possible to discuss increased transparency
and openness, and the reduction of corruption [63,130–135]. Moreover, the possibility to
participate in city life facilitates the generation of public values [11,76,101,136] and increases
the general level of efficiency, sustainability, and creativity [76,86,95,137].

If the governing structures are implementing the people-centric approach, they are to
change the total model of government. All the functions are transformed to satisfy the adopted
approach, and the entire structure and organization of processes changes [75,138,139]. As
a result, strong online performance becomes especially important, and authorities apply
special efforts to advance the online functions [140,141]. As a result of the changed model
of governance, the citizens’ trust increases, and if the public trust the authorities, the
satisfaction of the public with the authorities also grows, and authorities receive the loyalty
of the public [86,142,143]; it is possible to discuss the promotion of direct democracy [138].

3.4. Transparency

Next researched area is Transparency. The graphical representation of the analysis
of this area is shown in Figure 6. The factors influencing the implementation of smart
governance are in the central part, the effects are in the left column, and externalities are in
the right column.
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The most important driver for this area, as for smart governance in general, is the
technological development, ICT, and digitalization of all processes. The effects are positive.
This way of development allowed all the processes to become more evident via increased
accountability [43,130,144]. Due to the implementation of technologies, the documents
are processed chronologically, in the order they have been submitted. The officials do
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not determine the order of materials processing and cannot speed up the procedure [43].
Another great effect is statistics, shared between the departments in real-time [43]. The
effect for the public is access to open data [40,41,145].

All these effects turn into externalities such as enhanced transparency and exposure of
corruption or corrupted behavior of officials [41,43,65,87,146,147].

The development of technologies allowed introducing features such as trackable
workflow [146]. Due to this possibility, the public receive access to open data [40,130]
and can monitor the processes step-by-step [146,148,149]. These effects are positive for
the public; nevertheless, they create additional challenges for government officials, since
they should change the model of behavior (see Sections 3.2 and 3.3), enter in competition
with colleagues, undergo additional stress due to increased pressure from the government,
and the fear of losing jobs [43]. These factors can be considered as negative externalities.
However, these externalities, which are negative for officials, turn into positive externalities
for the public, since they increase the quality of services [76–78,94], expose corrupt behavior
of officials [65,87,147], avoid any form of speeding up the processes [43], and result in
increased trust in the authorities and their activities [86,142,145].

3.5. Digital Divide

The graphical representation of the analysis of the Digital Divide area is shown in
Figure 7. The factors influencing the implementation of smart governance are in the central
part, the effects are in the left column, and externalities are in the right column.
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This section presents the effects and externalities which are negative.
The first section refers to barriers for smart governance implementation such as digital

illiteracy [150]. The effect is only one: people who do not know how to act in a digital
environment refuse to use e-services. As a result, the public faces externalities such as
the impossibility to receive governmental services [54,120] since authorities try to switch
to a digital way of service provision and gradually forego the face-to-face services [43].
This becomes especially urgent during and following a pandemic. Another externality is
not received information, which decreases the possibilities for the public to participate in
the processes [55,60,151]. It turns into a low inclusion of people in social affairs [152–157].
If people do not participate in the social life of the city, they lose their confidence in
the authorities since they do not understand the decisions made [158]. Other important
externalities of digital illiteracy are growing stress due to the fear of making a mistake or
losing data in the process of receiving e-services [98,159].

The next two blocks refer to different barriers, but the effects and externalities are the
same. Limited access to devices and the high price of devices/services results in the effect
of the inability to use e-services. Certainly, it refers to only a small part of society; however,
such people do exist. The externalities are the same as in the previous case: lost information
and social exclusion [150,160–162].

The following block refers to people with a high level of education and high digital
intelligence. This group has positive effects and positive externalities due to smart gover-
nance implementation. They are confident in the use of electronic devices and use services
the most efficiently [52]. The externalities are as follows: comprehension of governmental
decisions [48,158,163] and active involvement in social processes [158,163].

Age is a notable factor in the way individuals interact with smart governance. Older
adults tend to prefer face-to-face services [55,106,120,124], which is not always connected
with digital illiteracy, since many of them have a good education and can utilize the
devices [98]. However, they are very interested in public affairs and consider them to be
very important [55,106]. As a result, refusing face-to-face communication, the authorities
often lose the possibility to improve the social life in the city. Aged people often have
a fear of making a mistake or losing data in the process of online communication with
authorities [98]. In contrast, younger people actively use e-services, but may not prioritize
improving the city’s social life [164].

Next is ICT-facilitated collaboration [15,70,81]. The evident effects of such a collabora-
tion are a high efficiency of work, which does not depend on face-to-face communication
and concentration on the development of economy based on knowledge and innovation
implementation [85,139,152,153]. The effects are obviously positive. Nevertheless, the
externalities are both positive and negative. As positive ones, we can mention reduced
social exclusion, since all groups of population can participate in online collaboration, and
the promotion of social justice and equality [43,109]. Simultaneously, it creates the opposite
situation: increased social exclusion and injustice and inequality for people who have
no possibility to collaborate online [124,155]. Another negative externality is the lack of
understanding of governmental policies if they involve complex collaboration [157,165].

The next group is especially important for aged people, i.e., digital illiteracy, which
can influence the general wish to use e-services. This issue does not involve a user-friendly
interface. Although local authorities try to implement user-friendly services [96], some
groups of population can still fully refuse to use e-services, which can then irritate people
and discourage participation in social processes [54,98,154,166].

3.6. Regulation

The graphical representation of the analysis of the Regulation area is shown in Figure 8.
The factors influencing the implementation of smart governance are in the central part, the
effects are in the left column, and externalities are in the right column.
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Very few researchers consider this area of smart governance. Nevertheless, the authors
have found some studies devoted to this issue or that very briefly discuss them. So, the
facilitator or barrier for smart governance implementation is the existence or absence of
a strong regulatory environment [40,69,167–169]. The effects of the urban environment,
which is well regulated, are a strong division of responsibilities within the authorities, the
efficiency of staff if they have regulatory instructions, and understanding how to act in all
cases. We discuss efficiency and interoperability [63,72]. As we see, the effects are inside
the structure of authorities, which directly influences the processes inside governing units.
If the authorities act according to regulating acts, the activities are predictable, the public
can follow the process of decision-making [146], all participants understand the causes
and reasons of all decisions, and, as a result, we see a higher confidence in governmen-
tal decisions [122,137,169–173] and an increased trust in the authorities [143,153]. Then,
people feel a reduced uncertainty [82,143], they are engaged in city processes, and the
social inclusion increases. Another externality of a strong regulatory environment is an
increased trust of investors [122,137,142,169–173] and, correspondingly, the development of
infrastructure, which, in turn, results in human capital growth and increased competitive-
ness [110,167–169,172,174,175]. Another externality is people’s commitment to sustainable
principles [176,177].

4. Discussion

The issue of smart governance is very important for the development of the smart
city concept and for all processes within a smart city. Scholars started investigating the
smart governance sphere almost together with the appearance of the smart city concept,
and continue these studies. They study the impact of smart governance in spheres such as
Information, Efficiency, Citizen-Centricity, Transparency, Digital Divide, and Regulation.
The authors have summarized the ideas demonstrated by scholars in their studies and
related them to factors which can hinder or foster the implementation of smart governance.

However, the scientists also distinguish risks of general nature. One of them is the fact
that the public (people and businesses) do not think a lot about participating in the creation
of the urban landscape; they have apathy towards public affairs [55,108,178]. Simultane-
ously, other authors mention that the concern of the urban population about municipal
facilities is increasing [179]. Possibly, the behavior and attitude of people regarding par-
ticipation in life of a city and decision-making processes relates to factors different from
governance. It might depend on standard of living, national economy, cultural habits, and
attitudes. This issue requires additional study. Many authors put into direct dependence
the availability of resources and smart governance projects implementation [180]. In total,
the economic substantiation of smart city solutions requires active economic studies [3,29],
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and in this term, the possibility to implement smart city solutions under the condition of
limited resources is a prospect for further research.

The issues of staff load and staff training have become very urgent. Many authors con-
sider the requirements towards staff and efficient allocation of resources [16,63]; however,
some scholars consider the psychological pressure on employees and the increased stress
due to growth of competition among employees and the fear of losing jobs [43].

Numerous studies are connected with the importance of social media. Social me-
dia, possessing great power in contemporary conditions, is capable of creating dangerous
situations related to ergonomic configuration and changes in behavior [181,182]. More-
over, additional risks appear, connected with privacy, illegal content, and the impact on
reputation. There, it is possible to speak about raising political campaigns for or against
authorities or their decisions. Another issue closely connected with social networking is
intellectual property [181,182]. It is also possible to speak about inequality, since online
services are not available in the same amount in all countries [183]. Then, issues regarding
the protection of data, such as personalization features and access rights, cybersecurity, and
control, also require attention [184,185].

According to [185–187], there is a shortage of studies examining the integration of
both transactional and inclusive services within online services. Currently available stud-
ies do not provide empirical evidence for the connection between citizens’ utilization
of online services and their plan to utilize e-government services. However, ref. [98]
demonstrates empirical proof of existing connection between these factors. The relation-
ship between the management of e-participation services and the experience of citizens
has not been fully investigated [188]. Many citizens have a growing distrust in national
and EU institutions, which can affect their willingness to trust the government as the
provider of e-government services [61,120,123,124,189,190]. Instead, they tend to trust
the functional aspects of the technology, as they believe it to be more objective and reli-
able [191]. Nevertheless, refs. [41,163,192–196] mention that very often local governments
produce a greenwashing effect, but do not think about supporting the dialogue with pop-
ulation. This can happen due to unwillingness of authorities to share their power with
the public [163,192,195,197,198]. However, the relationship between the administration of
e-participation services and citizen experience is still not fully explored [54,166,188]; due to
a variety of reasons, the effects of government action is not always directly perceived by
citizens [101,105]. These factors need more research and analysis.

As we see, there are a great number of studies devoted to the e-governance imple-
mentation. Researchers specify the areas of investigation, and many of them demonstrate
contradictory result. The importance of the topic requires continuing to research the
field. It would be interesting to study the effects and externalities of smart governance
implementation in a specific country.

4.1. COVID-19

The new push for smart governance was implemented during a pandemic. Before
COVID-19, the existence and successful functioning of smart governance were the subject
of discussion; its implementation was not considered a way of survival for the popu-
lation and businesses. The pandemic redistributed the priorities, and in all countries,
the development of smart governance became a very important and vital task. Coun-
tries with well-developed technological infrastructure and a high level of digitalization
of society were able to adjust to the situation easier, and, as a result, the impact of the
pandemic was not as detrimental [199]. The timely organization of online service delivery
and the applied efforts of authorities allowed citizens to be provided with sufficient infor-
mation [46,48,50]; application of state-of-the-art technologies made it possible to provide
“proactive information exchange,” which, in turn, supported the population in understand-
ing the situation [200]. Considering the pandemic from the aspect of externalities, which is
the point of this study, the revolutionary development of smart governance after 2019 can
be considered an externality of the pandemic.
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4.2. Research Limitations

The topic of this research is so vast, complicated, and popular that it is not possible to
cover it in one article. Therefore, it has numerous limitations. We consider the limitations,
which could refer not to smart governance in general but specifically to the investigation of
the effects and externalities of smart governance implementation.

The search for articles was performed according to the specified keywords; if the
choice of keywords is different, the obtained results of the search might also be different.

A serious limitation is the usage of only the Scopus database for the selection of
articles; however, the set of articles resulting from the search was sufficient for this study.
Moreover, there is an explanation in Section 2 why the authors did not use the Web of
Science database. Nevertheless, the search in other respectful databases could also change
the obtained results.

The study was not limited to a timeframe. However, for a more deliberate search of
articles, it could be useful to set certain periods.

5. Conclusions

For decades, scholars have studied the implementation of smart governance, as well
as its barriers and drivers. During this time, they have discussed the same issues related
to smart governance: the technologies, capable of facilitating its implementation; the
change of attitudes towards the roles of authorities and the public; and various outcomes
of its implementation. The areas of impact of drivers or barriers to smart governance
implementation are almost the same over all these years: Information, Efficiency, Citizen-
Centricity, Transparency, Digital Divide, and Regulation.

However, the impact of the existing barriers or facilitators in smart governance is not
divided into the anticipated results and externalities. Researchers have only described the
possible outcomes of smart governance implementation. This study provides a division of
these outcomes into effects and externalities.

This research includes a systematic literature review of barriers and facilitators of
smart governance implementation within a smart city. The review is undertaken according
to standard methods for this type of research. As a result, 111 sources were reviewed for
barriers and facilitators, and 111 sources were considered for the results of the appearance
of these barriers or facilitators. It is important to note that many articles presented both
types of information: barriers/facilitators and results.

Nevertheless, no studies considered the results from the aspect of effects and exter-
nalities. Therefore, the contribution of this study is that it considers not only the effects,
but also the externalities of smart governance implementation. Recognition of the fact
that unanticipated results of smart governance can be both positive and negative should
influence the decisions of policymakers, authorities of various levels, and people working
in technical and technological support of smart governance implementation. All parties of
the smart city are the stakeholders of smart governance—residents, authorities, businesses,
and it is necessary to realize how they can influence the life of all stakeholders.

There were also areas considered that still create a certain risk for smart governance
implementation, do not have great coverage in the scientific literature yet, or do not
present comprehensive statistical support for the idea. These fields are the directions of
future studies.

The relations between the factors are multi-directional. One and the same effect or
externality can be the result of various factors. Therefore, they appear in various areas,
and as a result of the impact of various factors. Moreover, the outcomes appeared due to
one barrier or facilitator entering the process as barriers or facilitators for other results, for
example, economic growth facilitates the development of technologies, which become the
facilitator of other processes within smart governance and increase the economic growth.

The researched sources in the literature do not divide the results of the impact of
facilitators or barriers based on effects and externalities. However, it is important to
comprehend that the efforts for smart governance implementation and development cannot



Smart Cities 2023, 6 1125

have only the expected outcomes; externalities are always created, of both positive and
negative nature, and it is important to consider them when the authorities make decisions.
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