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DIGITALIZATION OF BUSINESS PROCESS AS AN AREA OF ACTIVITY OF
LOCAL GOVERNMENTS

The article is devoted to analysis of digitalization of business process as an area
of activity of local governments. The authors prove that digital transformation in modern
conditions has the following number of features and advantages: (1) process
optimization. New technologies allow enterprises and management systems to automate
simpler processes and eliminate intermediate stages in more complex processes. This
increases the “flexibility” of enterprises that can now make much more efficient use of
their resources; (2) search for new revenue streams. With the advent of new technologies,

new ways of making a profit are being discovered that were previously unavailable; (3)
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creation of a personalized and attractive service infrastructure. Modern customers
expect businesses to listen to their opinions and meet their specific needs. Modern
technologies are developed so much that they can solve all these problems.

Keywords: digitalization, business process, local governments, digital

transformation.

Formulation of the problem. The main factor of changes is the modern consumer of
information in the economy, business, society. That is why digital transformation is not
only a service of consulting companies, but a fundamental process that the world
community is experiencing, adapting to the new conditions and advantages of the digital
economy and management society. Thus, digital transformation is not so much technology
as a change of thinking in the new conditions of the new digital economy and
management.

The idea of digital transformation is covered by the whole world, today it is one of
the most popular topics of discussion, but in reality it is far from a new concept, a
discussion about the gradual transition of human civilization to information technology
and, as a result, it has been going on to the information society for several decades.

Most companies and executive authorities today are focused on digitalization of
key processes and perceive digitalization as a new round of automation and
informatization, as indicated above. In this regard, digitalization and digital
transformation should be distinguished from automation.

Analysis of recent research and publications. To date, there are many definitions of
digital transformation. Some experts strongly oppose the “freezing” of this concept and
its concretization in a stable definition, justifying this by the fact that the evolution of
digital technologies continues, and the content of this term evolves with them. For
example, Davis F., Bagozzi R., Warshaw P., Gebhart M., Mevius M., Wiedmann P. etc.
have made such a research.

And that's quite obvious. However, in our opinion, to outline the boundaries of the

essence and content of the term “digital transformation” is a task not only important, but
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also extremely necessary at the present stage of the development of digital society and
economy, which allows us to form a unified understanding, and, accordingly, to highlight
the main directions of digital transformation.

First of all, it should be noted that within the concept of “digital transformation”
there are many terms that have different interpretations. At the same time, the key terms
are those that have the same sound in English, but radically differ in content that clearly
manifests itself in different publications: for example, the term digitization means
transferring information “from physical media to digital one”. If we classify this approach,
it can be correlated with the third industrial revolution, which lasted in 1969-2010.

In our opinion, as part of digitization, there are no changes in the quality and content
of information, it simply turns into an electronic form for further processing in digital
format, which allows you to improve existing business processes by adding information
in digital format.

In turn, the concept of digitalization is primarily the creation of a new product in
digital form. Therefore, the key difference between digitalization is the creation of a new
innovative product, with new functionality and consumer properties. And if digitization
Is primarily aimed at improving existing business models and changing business
processes, digitalization allows you to get a significant leap in business and new
competitive advantages. Digitalization is already an element of the fourth industrial
revolution (Industry 4.0).

Presenting main material. The concepts of “digitalization”, “information society”,
“digitalization of management processes”, “digital economy”, “knowledge economy”
and their analogues are presented in modern scientific literature in a form of a new socio-
economic reality that replaces the former industrial paradigm [2; 7].

In this regard, developed countries of the world pay close attention to the
harmonious development of system-forming elements of the digital economy, information
society and knowledge economy.

It is extremely important to transform the world management system into a modern

information, intellectual and digital system as soon as possible.
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This is an uncontested path of development. Otherwise, further political, social,
economic crises and, as a result, political inequality are inevitable, which even deeper
plunges a lot of countries into a technological and then socio-economic lag from the
advanced countries of the world.

In the current conditions of the rapidly changing world, the need for systemic
transformations and actions aimed at the development of digital management, the
development of new information systems in the economy, society, in public
administration systems of all levels is obvious.

In scientific circulation and in political and managerial practice, such a concept as
“digitalization” is increasingly included.

Most commonly, the term refers to the following: “Digitalization is a generic term
for the digital transformation of society and the economy. It describes the transition from
the industrial era and analog technologies to the age of knowledge and creativity, which
Is characterized by digital technologies and innovations in the digital business”.

We add to this that these processes affect today not only the socio-economic sphere,
but also modern management systems, will it be the system of economic processes
management or the system of public administration.

This problem has become particularly relevant in the context of modern world
crises, related not only to geopolitical changes, but also changes that are associated with
the global pandemic COVID-19.

Thus, according to forecasts published more recently, global investments in digital
technologies and services by 2023 should have amounted to 2.3 trillion dollars. But the
crisis has changed everything.

Now companies are forced to switch to technologies that they did not plan to
implement until sometime, and reconsider their strategic priorities. “Become digital or
die” is the reality to which the world has been led by the COVID-19 epidemic. The main

problems faced by modern civilization can be solved by digital transformation.
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We agree with the point of view of scientists who note that the “digitalization” of
all socio-political and economic processes is a modern form of manifestation of a more
fundamental pattern of its informatization [1; 6].

Despite the relatively good level of study of this category, in the scientific field and
among the business community, a sustainable understanding of the essence and content
of the term “digital transformation” has not been formed. It is important to note that the
content of the term “digital transformation” has evolved along with the change and
development of technology.

For a long time, digital transformation has been understood as translating into
digital format or storing traditional forms of data in digital format. This is also one of the
directions of digital transformation, its interpretation in the “narrow sense”.

However, in the modern world, this concept is much wider than the translation of
data into digital format. So, when enterprises and organizations realize all the possibilities
of using digitized data, they began to develop processes for these purposes. From that
moment on, digital technologies began to develop rapidly, and the ability to quickly
introduce them directly determines the competitiveness of the organization in modern
conditions.

Most managers agree that digital transformation is necessary to fight competition,
keep pace with technology and changing consumer expectations. At the same time, many
of them are unsure of where to start and what exactly digital transformation means. In
other words, a theoretical elaboration of its “broad interpretation” is required.

Automation is “one of the directions of scientific and technological progress, using
self-regulating technical means and mathematical methods in order to free a person from
participation in the processes of obtaining, converting, transferring and using energy,
materials, products or information, or significantly reducing the degree of this
participation or labor intensity of the operations performed”. Almost all spheres of human
life and activity are automated. Thanks to automation, it becomes possible to “increase
labor productivity, improve the quality of products, optimize management processes,

remove a person from production hazardous to health” [3; 9].
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Digitalization, in turn, is a process aimed at digitizing all information (and even
material) resources (creating digital copies) and forming network interaction platforms, in
order to obtain a predictable and guaranteed result for any managerial impact using
automation tools. Digitalization is the use of online and innovative digital technologies by
all participants in the economic and managerial system — from individuals to large
companies and states.

In addition, quite often the term “digitalization” is used to describe a transformation
that goes further than simply replacing an analog or physical resource with a digital or
information resource. For example, books are not just turned into e-books, but provide a
whole set of interactive and multimedia files that have independent meaning. Accordingly,
in socio-economic and managerial systems, processes can become online dialogues
between parties that have not even directly communicated before. Thus, in a business
context, an organization that wants to become “digital” should focus on automating
processes in order to make them more efficient.

It is also possible to define digital transformation as a process in which business
leaders take advantage of the opportunities and advantages of new technologies for the
digital reconstruction of their companies: their operations, products, marketing, culture
and goals for future growth. In turn, technology is a mean of transformation, not an end
in itself. The focus should be on setting a goal for the future and then creating a strategy
based on that vision.

In our opinion, the most significant is the definition of digital transformation as a
process of integrating digital technologies into all areas of business activities of the socio-
economic system and management processes, which requires fundamental changes in
technology, culture, operations and principles of creating new products and services.

For the most effective use of new technologies and their prompt introduction into
all spheres of the socio-economic system and management, it is necessary to abandon the
previous foundations and completely transform the processes and models of work [4; 5].

Digital transformation requires shifting focus to the periphery and increasing the

flexibility of data centers to support the periphery. This process also means the gradual
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abandonment of outdated technologies, the maintenance of which can be costly to the
socio-economic and management system, as well as a change in culture, which must now
support the acceleration of processes provided by digital transformation.

Within the framework of our research, the following definition of digital
transformation is of interest: “These are revolutionary changes in business models based
on the use of digital platforms that lead to radical growth of market volumes and
competitiveness of companies”,

Digital transformation provides the most complete disclosure of the potential of
digital technologies through their use in all areas of business and management — processes,
products and services and approaches to management decisions. It is important to
emphasize that for digital transformation, it will never be enough just to have technology
as such. In order for the process of digital transformation to be complete, clearly
formulated management and business tasks, as well as databases are needed.

Based on the above, digital transformation can only be considered at the intersection
of all three dimensions (the stated business task, the availability of data and the actual
technologies).

Thus, “digital transformation involves a fundamental rethink of how an
organization works and how it interacts with the environment”.

Digital transformation in modern conditions has the following number of features
and advantages.

1. Process optimization. New technologies allow enterprises and management
systems to automate simpler processes and eliminate intermediate stages in more complex
processes. This increases the “flexibility” of enterprises that can now make much more
efficient use of their resources.

2. Search for new revenue streams. With the advent of new technologies, new ways
of making a profit are being discovered that were previously unavailable.

3. Creation of a personalized and attractive service infrastructure. Modern
customers expect businesses to listen to their opinions and meet their specific needs.

Modern technologies are developed so much that they can solve all these problems.

235



Analysis of the above advantages shows that they are most significant in the
provision of services determined by the known properties of services, such as their
personalized character, orientation to the interaction of the contractor (manufacturer) and
the customer (consumer), intangible and, most often, informational character, etc.

That is why the processes of digital transformation are most actively taking place
in the service sector (retail trade, tourism, consulting, entertainment services, etc.), as well
as in those sectors of the economy and management that receive added value from the
development of service activities (for example, in the banking sector).

Enterprises and organizations in both services and other sectors of the economy and
management are quickly replacing traditional processes of interaction with digital ones,
using the most modern technologies. Very often, transformation occurs not because
organizations decide so, but because they need it to survive. Today, the market has
increased demand for effective digital technologies for business, and organizations that
have not been able to adapt to the new digital consumer model will surely cease to exist.
Organizations that welcome changes and are ready for them, as well as are able to adapt
to more flexible models of work, have great potential for success. This is due to the fact
that digital transformation covers all areas of the business and offers effective ways to
improve it along with the development of digital technologies. Big data and “advanced”
analytics allow you to make more accurate and faster decisions — from preventive
production repairs to the prevention of fraudulent operations [1; 3].

However, the most difficult change for traditional sectors of the economy and
management will be, in our opinion, not so much the creation and integration of
technologies as the fundamental restructuring of corporate culture and organization. An
iterative, adaptive approach, higher risk tolerance, characteristic of the entrepreneurial
mentality, are largely alien to established approaches to big business management.
Therefore, it is difficult to perceive that the structure of any industry and company today
should be perceived as a basic variable, not a constant one.

In this sense, there are changes like the cost analysis approach adopted in

microeconomics. As it is known, in a short period it is customary to allocate constant and
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variable costs, while the latter periods are often called “decisive” in the scientific
literature, since the management of the company can influence them.

At the same time, in the cost structure there are those that are accepted as unchanged
ones — these are fixed costs. But when moving to a long period, all costs become variable.
There are no more fixed costs, management gets a lot of leeway, because it can affect all
areas of business associated with costs without exception. But, on the other hand, this
situation leads to concerns about rising uncertainty, which could lead to a market failure
of the firm.

Thus, digital transformation for modern control systems is:

1) a growth driver, which ensures the construction of digital business models with
the help of: stimulating growth within and outside the framework of the organization's
main business; identify and create new digital business models ensuring long-term
competitiveness;

2) a tool to improve efficiency based on the transformation of the operating business
model into digital technologies due to: optimization of business processes of all levels and
reduction of costs; rational use of existing competencies and infrastructure; translation of
the entire value chain into digital technologies and modernization of IT architecture;

3) the basis for breakthrough innovations, which, in turn, is the basis for the creation
of a corporate incubator and venture capital by: identifying promising opportunities for
growth in the future; early creation of conditions for access to the latest, as well as
additional technologies; positioning as a partner in the long term.

Conclusions. Therefore, digitalization of processes, digital transformation, digital
education, digital marketing are processes not so much far ahead as now. The concept of
“digital” has become quite popular in recent years. The current crisis related to the global
COVID-19 pandemic, with the bombshell effect, has already proved to the whole world
that not only the future of business and management systems lies in the transition to digital
technologies, but also the present is closely connected with the digitalization of life of the

whole society, economy and management systems.
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Management structures, companies and organizations that will survive in the long
run are those that have the best tools that allow them to be flexible, agile, modern; those
who are better than others will be able to respond to the changes taking place in the modern
world, monitor the work of enterprises, regulate supply chains and will be able to use their
workforce really anywhere to make the most effective management decisions.

It should be emphasized that the introduction of digitalization in the modern
economy and management systems is well underway, and therefore the digital
transformation of business and society is inevitable, it is only a matter of time. Therefore,
those economic and management structures that will be the first to begin digital

transformation will receive undeniable competitive advantages in the near future.
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