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Abstract

The management of dynamic and complex urban systems can no longer be driven by the sustainability aim alone
and the concept of New Public Management is not more sufficient in conditions of financial constraints, growing
needs, growing social awareness and expectations relating participation, citizenship, and public accountability.
The general aim of the paper is to bring different concepts together to propose a new approach to investment
decision making in urban development in order to support cities on both strategic and operational level. The ra-
tionalisation of investment decisions in the management of urban development requires acceptance of a new par-
adigm combining ideas of sustainable development and smart city, triad of creativity — circularisation — synergy,
stakeholder theory, and social responsibility. The rationalisation requires also application of multi-criteria analysis
which takes into account cross nature of investment in urban development. The proposed approach may be a
theoretical reference for the subsequent methodological research and also managerial applications relating urban
development projects. It can be then useful for public managers and provide support for decision making. The
innovative approach of the research is not based on inventing new ideas from the scratch. It concerns application
of already known concepts and theories which are necessary to create a new paradigm consistent with the known
facts. The research is based on a critical literature review.

Key words: sustainable development, smart city, urban development, public management, planning, investment
evaluation

Streszczenie

W warunkach ograniczen finansowych, rosngcych potrzeb i $wiadomos$ci oraz oczekiwan w zakresie uczestnictwa,
obywatelstwa i publicznej odpowiedzialno$ci, zarzadzanie dynamicznym i zlozonym systemem miejskim wedtug
koncepcji rozwoju zrownowazonego i zgodnie z zasadami New Public Managment (nowego zarzadzania publicz-
nego), jest juz niewystarczajace. Gloéwnym celem artykutu jest synteza réznych koncepcji, tak by na ich bazie
zaproponowa¢ nowe podejscie wspierajace podejmowanie decyzji inwestycyjnych zard6wno na poziomie strate-
gicznym i operacyjnym. Racjonalizacja decyzji inwestycyjnych w zakresie zarzadzania rozwojem miast wymaga
akceptacji nowego paradygmatu laczacego idee zrownowazonego rozwoju i inteligentnego miasta, triady cre-
ativity — circularisation — synergy (kreatywnosé — cyrkulacja — synergia), teorii interesariuszy i odpowiedzialnosci
spotecznej. Racjonalizacja wymaga rowniez zastosowania analizy wielokryterialnej, ktora uwzglednia dwojaki
charakter inwestycji w rozwoju miasta. Proponowane podejscie moze by¢ teoretycznym odniesieniem dla dalszych
badan metodologicznych, a takze moze znalez¢ zastosowanie w zarzadzaniu projektami w rozwoju miasta. Kon-
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cepcja, dostarczajac wsparcia w procesie decyzyjnym, moze wicc by¢ uzyteczna dla menedzerow w sektorze pu-
blicznym. Innowacyjno$¢ rozwiazania nie opiera si¢ na stworzeniu nowej koncepcji od podstaw. Polega na zasto-
sowaniu poje¢ i teorii znanych, ktore sa niezbgdne, aby stworzy¢ nowy paradygmat, zgodnych z faktami. Artykut

opiera si¢ na krytycznym przegladzie literatury.

Stowa kluczowe: zrownowazony rozwdj, inteligentne miasta, rozwdj miasta, zarzadzanie publiczne, planowanie,

ocena inwestycji

1. Introduction — research justification, aim
and methodology

Urbanisation is believed to be an area of significant
civilizational changes), as the future of humankind is
linked with cities. No more than 5% of the world
population lived in the cities in 18" century, while
today it is more than 50%, and United Nations fore-
casts (2014a) that more than 80% of the population
will live in urban area by the end of this century. That
determine necessity of cities development and re-de-
velopment. The city development/re-development
management relates to use of scares resources and
transformation of the existing state to desired one.
The management relates to economic, social, tech-
nological, and natural systems. The city develop-
ment and investment management means space man-
agement as city is both a physical place of paths and
buildings, and also a space of values, beliefs, and re-
lations. The general aim of the city development
management is to ensure sustainable development
which is manifested by an increase in national in-
come, qualitative changes in the structure of the
economy, availability of goods and services for citi-
zens, better standard of living. But translating this
concept into action is a challenge. On the strategic
level the management means outlining goals at fu-
ture requirements. It is master planning on the tacti-
cal level, and finally, planning, implementation, and
evaluation of urban development project on the op-
erational level (Girard, Nijkamp, 1997). The first
step, at the strategic level, is to improve competitive-
ness. At the level of master planning, evaluation
mainly focus on land use choices. Finally, on the op-
erational management level, evaluation refers to new
investment projects. It is the public sector who is by
law responsible for the urban economy as all levels.
That is why management relates also to the institu-
tional level. Then, government strategies must pro-
vide effective public resources management with re-
spect to the sustainable development which means
allocating their resources among different goals
(projects) rationally. When the sudden credit crisis
from 2008 and the subsequent recession in many na-
tional economies happened, new challenges for cit-
ies and policy makers arose across the world (Flint,
Raco, 2012). The city strategies and planning as-
sumptions were challenged as the prosperity were
downsized, and the private and public sector invest-
ment became more constrained. A new situation con-
nected with public finance consolidation emerged
(Ministry of Economy, 2012) and it has been shaping

the determinants of investment management and cri-
teria for their evaluation since then.

The paper focuses on the investment decision in the
management of the urban development and is justi-
fied by the necessity of scarce resources rationalisa-
tion which is a principle of sustainable development.
The scarce resources relates to natural environment
resources, space within the cities, financial re-
sources, and the creative capital of the city as well.
The sustainability then relates to balance between
economic, social, technical, and natural systems.
Talking about build environment, the balance relates
to satisfying needs concerning different types of in-
frastructure and investment, too. In the wider con-
text, it relates to balance between hard components
and soft values. In consequence, cities have to act
much smarter in using the existing capacities and re-
sources. These call for changes in the investment
planning and evaluation. The problem is intensified
by the absence of proper organisational structures,
processes of reforms in the public sector administra-
tion, and growing civil society. These call for organ-
isational changes as management relates also to in-
stitutional level. Therefore, the management of the
dynamic and complex urban systems can no longer
be driven by the sustainability principle and New
Public Management concept alone.

The thesis of the paper states that in order to ensure
sustainable development in four dimensions (in rela-
tion to resources; in relation to economic growth, so-
cial justice and protection of environment; in relation
to different types of the infrastructure; and in relation
to hard and soft component), the management of city
investment must be accompanied by idea the of
smart development, concept of creativity — circula-
tion —synergy, and social responsibility, with respect
to all stakeholders.

The second section of the paper presents literature
review relating investment management in the pub-
lic and private sector to picture the background for
the research. The interactions between the sectors
gave rise to new concepts.

In the third part of the paper the framework of deci-
sion making rationality on strategic level is de-
scribed. The proposed new approach to the invest-
ment decision making rationality in urban develop-
ment is the starting point to make a breakthrough in
the city investment management. The proposition
combines ideas of the sustainable development and
smart cities. Additionally, the principles of creativ-
ity, circularization, and synergy, adopted from L. F.
Girard (2011), are included. Those principles are in
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line with the old concept of P. Geddes (1915) who
interpreted city an organism in evolution. Next,
stakeholder theory and renewed social responsibility
are encompassed as well. The connections between
mentioned concepts in the relation to the proposed
approach are explained. The fourth section transfers
the concept on the operational level. The paper is
closed with conclusions which also includes identi-
fication of a new type of cross investment as a con-
sequence of the proposed approach.

The paper offers an insights into the public invest-
ment management, emphasises the role of the invest-
ment planning and evaluation to enhance sustaina-
bility and smartness of the city. It is in line with other
recent studies relating public management and fo-
cuses on the search of new approach to investment
management in urban development. The proposed
approach may be viewed as a theoretical reference
for the future methodological and operational appli-
cations relating urban development projects. It can
be then useful for public managers and provide sup-
port for decision making in that area.

The research is based on a literature review. For
study justification, reports relating public finance
and urbanisation were studied. For the conceptual
part of the research, the literature of public sector
management, business management, and investment
management were also studied.

2. Literature review — public versus business
management

Significant achievements of the economic science in
the field of business management have provided an
incentive to use this field in local government (mu-
nicipal) investment management. Still, a new stream
of economic knowledge is under-utilised in the field
of municipal investment. The category of public real
estate development is often separated from the cate-
gory of private real estate development and the pub-
lic sector is alienated from the private. The identified
gaps concerns strategy, portfolio, finance, organisa-
tion (Wojewnik-Filipkowska, Rymarzak, Lausberg,
2015). The approach to public management, as to the
business management, is not easy because of the spe-
cific sources of public investment financing, but also
due to the specific nature of the effects created by the
public investment. These effects are not easily meas-
ured in terms of money, and verifying their quality
encounters significant difficulties. According to R.
P. Appleby (1949) there are three important aspects
which make the public management different from
business management: the political character, the
impact, and public accountability. J. Stamp (1923)
adds principle of uniformity, external financial con-
trol, and service motive. P. F. Drucker points out
(1973): needs, values, objectives, contribution, and
measurement as differences. H. Simone (1946) said
that the public administration is bureaucratic, politi-
cal, and characterized by red-tape, while private ad-

ministration is more business-line, non-political, and
free of red-tape. Particularly, the public and private
sectors are definitely diverse in case of their invest-
ment aims (Atkinskon, Stiglitz, 1980; Boland, Flow-
ler, 2000; Alford, 2001). Traditionally, the public
sector has had social (public) aims and the private
sector has had financial (commercial) aims, but, all
in all, both sectors play important roles in city devel-
opment. So, despite mentioned differences, in many
developed countries, current trends of the theory of
business have penetrated into other spheres of the
economy and society, and public administration
have been deeply transformed especially in modern
economies. There is growing interest in strategic
management in the public sector despite the imple-
mentation challenges (Bouckaert, 1993; Chan, 1999;
Poistert, Streib, 1999; Yang, 2007; Sienkiewicz,
2013), while twenty years ago, managerial topics
were not discussed in public management, at all
(Wojewnik-Filipkowska, Rymarzak, Lausberg,
2015). The more developed and mature country’s
economy, especially its capital market, the faster the
process of contemporary economic trends dissemi-
nation. The sphere of the infrastructure investments
is also involved. For instance, the United Kingdom
is the leading country in terms of implementing pri-
vate sector achievements in the public sector through
public private partnership (HM Treasury, 2012). Ac-
cording to O. Kaganova (2011) some solutions and
practices can be transferred across countries with re-
spect to country culture, tradition, and law. The pub-
lic sector can learn from the private sector’s best
practices in real estate asset management for in-
stance (Phelps, 2010; White; 2011; Hirigoyen,
Laouer, 2013) but simultaneously business process
reengineering in public sector has been criticised
(Halachmi, 1996; Radnor, Osborne, 2013). It means
that public sector investment management requires
continuous research for new solutions and new ap-
proaches. It was already in the eighties of 20th cen-
tury, when the group of ideas known as New Public
Management (NPM) emerged (Hood, 1991, p. 3).
Since then, despite some critiques, NPM has been a
concept implemented globally to make the public
sector more business-like (Box et al., 2001). NPM,
known also as a market management, borrows a
number of solutions typical for the market economy
and the private sector and adapts them to the public
sector. The solutions are: managerial approach, re-
sults orientation, decentralisation, privatisation and
outsourcing, focus on manager’s personal responsi-
bility, flexible employment, work organisation and
structures, as well as improvement of asset manage-
ment, efficiency and effectiveness (Andrisani, Ha-
kim, Savas, 2002). Other terms that have been used
to describe the NPM model include: (public) mana-
gerialism, market-based public administration, en-
trepreneurial government, and business-like man-
agement. And just after NPM became a worldwide
phenomenon, we have to move beyond, as pointed



82 Wojewnik-Filipkowska/Problemy Ekorozwoju/Problems of Sustainable Development 1/2017, 79-90

out by several authors (Stoker, 2006; Osborne, 2010;
Bryson, Crosby, Bloomberg, 2014; Fisher, 2014;
Kalambokidis, 2014). According to J. M. Bryson et
al. (2014, p. 445): The new movement is a response
to the challenges of a networked, multisector, no-
one-wholly-in-charge world and to the shortcomings
of previous public administration approaches. Fur-
thermore, values of democracy are getting more im-
portant than efficiency and effectiveness. Citizens,
all together with business and non-profit organiza-
tions, are becoming active public solvers, while gov-
ernment must remain a guarantor of public values.

3. Decision making rationality of investment in
city development — new approach (strategic
level)

Based on the development of traditional public ad-
ministration and business management dimension of
NPM, a new approach to rationality of investment
management in city development must be recognised
and focused on the impact and future. There are three
interconnected threads forming the emerging ap-
proach. Firstly, as stated in thesis, the emerging ap-
proach should incorporate the concept of sustainable
development and smart cities. Furthermore, the prin-
ciples of creativity, circularization, and synergy,
must be included. Finally, stakeholder theory and
principles of social responsibility, must be taken into
consideration. These concepts are not new in public
sector however their combination may become a ref-
erence for the methodological and strategic applica-
tions concerning urban development projects.

3.1. Sustainable (and) smart development
Sustainability is an area of increasing focus for poli-
cymakers (Zeemering 2009; Nijaki, Worrel, 2012).
Sustainable development is a development that meets
the needs of the present without compromising the
ability of future generations to meet their own needs
(WCED, 1987, p. 16). In other words, sustainable
development means that the needs of the current and
future generations are balanced. The term focuses on
the needs — however might be defined. According to
United Nations (2014b) it comprises 169 goals and
targets within 17 directions, while for instance M.
Leznicki and A. Lewandowska (2016) distinguish 21
aspects in 3 dimensions. Recently however there has
been a shift towards rights. Therefore, sustainable
development should be interpreted in terms of inte-
grated order: pursuing economic growth as well as
protecting our natural capital and promoting social
justice (Eurostat, 2015, p. 4).

In reference to sustainable investment management,
it can be subtracted, that the balance between differ-
ent types of infrastructure investment is needed. Tra-
ditionally, the infrastructure comprised of economic
(technical) and social infrastructure. Economic infra-
structure includes development relating to energy,

transportation and communication, water and sew-
age. Social infrastructure embraces social system
(education, culture, health, social service and recre-
ation) and institutional system (public order and ad-
ministration, e.g. justice, police, army, and prison).
Taking into consideration public and private invest-
ment in the build environment and city smart devel-
opment, we have to distinguish the third type of in-
frastructure. It relates to institutional support for
business environment. The infrastructure of business
environment includes special investment zones, sci-
ence parks, centres of technology transfer, incuba-
tors. Based then on the mentioned description relat-
ing sustainability, two dimensions of sustainable de-
velopment can be identified: as a balance between
economic, social and natural systems; and secondly,
as balance between social, economic (technical), and
business environment infrastructure. In a richer
meaning, the sustainable development relates to
hard component (e.g. number of jobs created) and
soft values (e.g. value of land scape). According to
L. F. Girard (2013) the development of soft compo-
nents has not been up with hard values as large econ-
omies got richer but produced negative effects such
as ecologic poverty, unevenly effective education
and health care system, deepening inequalities, a
stagnant middle class. Finally, the fourth dimension
of sustainability means that the balance between dif-
ferent resources/capital (hatural, economic, human,
and social) must be achieved.

These restricted resources, in particular social and
human capital, connect the concept of sustainable
development and smart development. It means that
cities (by their social and human capital) in their sus-
tainable development, have to act smarter. However
smart development is not based only on innovative
technologies (Girard, 2013), as intuitively it might
be concerned. The prime association is innovative
(smart) technology. So yes — smart city is to promote
the use of modern technology in everyday urban life,
for instance transport technologies which improve
the urban traffic and the inhabitants’ mobility. In the
relation between the city government, administration
and citizens — smart often means the employment of
new channels of communication (e.g. e-govern-
ment). In association with economy or jobs, smart is
related to business of information and communica-
tion technologies (ICT) and business parks creation.
But as the term smart city has been widely used in
urban planning literature and urban research, but it is
not presented in a holistic way (Giffinger, 2007). It
comprises various aspects. Smart relates also to edu-
cation, security, green, efficient & sustainable en-
ergy. According to study by R. Giffinger et al.
(2007), the concept of smart cities embraces follow-
ing smart aspects: economy (competitiveness), peo-
ple (social and human capital), governance (partici-
pation), mobility (transport and ICT), environment
(natural resources), and living (quality of life). M. J.
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Dixon (2012, p. 2) can be cited to confirm the con-
nection of the concept of smart cities and sustainable
development: Instead of striving for physical
growth, a city’s success today should be measured
by how wisely it uses energy, water, and other re-
sources, how well it maintains a high quality of life
for its people, and how smart it is in building pros-
perity on a sustainable foundation. In other words,
smart city concept embraces social and human capi-
tal aspects (the source of smartness), and sustaina-
bility (Hollands, 2008). Then, it can be claimed that
the concepts of sustainable and smart development
are inter-related and inter-connected and a term of
sustainable smart development is justified. The triple
helix model of smart cities performance proposed by
P. Lombardi et al. (2011), including human and so-
cial relations, confirms the observation of smart and
sustainable connection.

3.2. Creativity, circularization and synergy

As explained above, in reference to sustainability in
terms of resources, social and human capital is a re-
source that must be balanced. In reference to smart
city — human and social capital are a part of a smart
city aspects and the source of creativity. Social and
human capital is then an important connection be-
tween sustainable smart development and creativity
in the synergy — creativity — circularization triad.
Creativity is an immaterial capital of all inhabitants
which enables cities to face the economic challenges,
environmental crisis, urban marginality and poverty,
growth of inequalities. The creative capital is an as-
set which reflects citizens’ lifestyles, their relation-
ships, and economic performances. It can take a form
of new financial and institutional systems, architec-
tural and planning re-design of the city, new technol-
ogies, and innovative networks among public, pri-
vate and civic sectors. Creativity means also inte-
grating old values into a modern vision. It also means
integration of objectives of economic, social and
ecological performance. Therefore is allows to over-
come the traditional trade-off and achieve win-win
solution. Creativity enables self-organization capac-
ity, too, and therefore a continuous creation of new
opportunities which is a condition for in-side city re-
silience is possible (Girard, 2011).

The circular opportunity of urban regeneration in the
development process is then enabled particularly due
to creativity (Zeleny, 2010; Girard, 2011). As urban
regeneration calls for re-use and recycle of re-
sources, circularisation is also in line with ecological
sustainability. There is an evidence of good practices
relating cultural heritage and recreation which be-
come an important local development resource in the
economic regeneration process (Girard, 2011). The
circulation relates also to urban resilience under-
stood as a capability to survive different crises or
sustain competitive advantage (Simmie, Martin,
2010). According to J. Bloesch et al. (2015), the con-

cept of resilience integrates sustainable develop-
ment. M. Baron (2012) lists several perspectives
within urban resilience: technical (infrastructural),
economic (financial), social, natural. The circulation
relates also to value which circulates around the city
and layers of city governance (Ravetz, 2011). The
layers relate among others to economic, social and
technological decision making. Decision makers
will get involved in the urban development, if it of-
fers them value. The circulation of the value is pos-
sible due to different understanding of the value
which corresponds with different understanding of
needs.

Finally, the principle of synergy applies to interrela-
tions of city systems: urban, economic, social, cul-
tural, political, ecological, and governmental. Each
of the systems are interconnected and synergies op-
portunities (value-added) appears beyond bounda-
ries. For instance, the urban —economic — social syn-
ergy can be in the following path: urban climate pol-
icy — spatial planning — creative regeneration —
building design — resource recycling — sustainable
consumption — prosperity & well-being — community
development — social synergy (Ravetz, 2011). Ac-
cording to the principle of synergy, the process of
management and eventually the quality of this space
depends also on synergies among various actors
(stakeholders). The residents, users, administration,
visitors, industry are the main stakeholders. Each of
them however, sees the space and its value differ-
ently, as stated above, but the sustainable smart ap-
proach allows to avoid trade-offs between their aims
according to stakeholders’ power, legitimacy, and
urgency which will determine their impact over ur-
ban development.

3.3. Stakeholder theory and social-business respon-
sibility

According to the triad creativity — circularization —
synergy, different understanding of value allows its
circularisation. J. M. Bryson et al. (2014) claim that
this heterogeneity is a result of the perspective
adopted by the stakeholder, for whom a given benefit
is available. So stakeholders must be components of
the triad. Inhabitants are no longer simply voters or
clients, but are also co-decision-makers, contributing
to the creation of common wealth. Therefore, an ef-
fective urban development policy is a result of deci-
sions made by specialists, with due attention paid to
a wide range of social groups, their participation and
engagement. The stakeholder theory emerged in this
context (Freeman, 1984). A stakeholder is anyone
who significantly influences decision-making or is
affected by the decisions made. Stakeholders’ power
is determined by whether the stakeholder can influ-
ence other parties to make decisions which that party
would not otherwise made. The legitimacy means
that the stakeholder has a legal, moral, or other rec-
ognized claim that can influence the organization’s
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decision, behaviour, process or outcome. Finally, ur-
gency, requires organizations to respond to stake-
holder claims in a timely manner (Mitchell, Agle,
Wood, 1997). Participation of the stakeholders is the
central issue of our time (Jones, 2003). M. Lyons et
al. (2001) argue that empowerment will develop if
people receive training. Then, fully empowered peo-
ple and/or communities will be able to contribute to-
wards sustainable development.

A. Pawlowski (2008) provides evidence that princi-
ple of sustainable development is a principle of dif-
ferential responsibility. And so the social responsi-
bility is a concept in which social and environmental
criteria are voluntarily taken into account in business
operations and relations with interested parties
(stakeholders) (Commission of the European Com-
munities, 2001). From the perspective of investment
in city development, the concept will be renamed as
social-business responsibility, as also public sector
(socially focused), has to take under consideration
business aspects. There are three aspects within the
responsibility concept that should be distinguished
(Fontaine, Haarman, Schmid, 2006). They form a
bridge between public sector (administration and cit-
izen) and business. The first aspect relates promotion
of ethics in business. Decision-making should regard
the needs of future generations (the sustainable de-
velopment aspect). It imposes a moral obligation on
business to operate ethically. The second aspect
states that business and public sector both represent
the same interests, differing only in their organisa-
tion. According to the third aspect, public admin-
istration is obliged to take into account expectations
of all the stakeholders.

Although social responsibility and sustainable devel-
opment concepts are based on different theoretical
grounds, they both aim to improve the life quality.
The concept of social-business responsibility can
then contribute to creation of creativity, support city
resilience, and finally, sustainable smart develop-
ment.

Concluding the section over concept and theories
constituting new paradigm, there are principles for
rational decision making in public investment: sus-
tainable development, smart development, creativity
— circularisation — synergy triad, stakeholder theory,
and social-business responsibility. The smart sus-
tainable city is a city where economic, social and en-
vironmental values are achieved in an efficient and
balanced way, able to last over time. A general char-
acteristic of a smart sustainable city is the capacity
to contribute to closing the flows of resources
through circularized processes, and to activate syn-
ergies between actors or institutions in a win-win
perspective (Girard, 2013, p. 4333). Furthermore, A
smart sustainable city (SSC) is an innovative city
that uses information and communication technolo-
gies (ICTs) and other means to improve quality of
life, efficiency of urban operation and services, and
competitiveness, while ensuring that it meets the

needs of present and future generations with respect
to economic, social and environmental aspects (ITU,
2014, p. 13). The creativity — circularization — syn-
ergy triad constitutes the principles, too, although it
is not clear whether creativity activates synergistic
and circular approach, or synergistic and circular ap-
proach activate creativity. It is however clear that the
creativity does not relate only to technological inno-
vations but also to city organisation and management
connected with social-business responsibility and all
stakeholders’ participation. These all make urban de-
velopment projects planning and evaluation to be a
challenge in the process of implementing the strat-
egy via investment project management on the oper-
ational level. Figure 1 one illustrates the content of
new paradigm on the strategic level.

Once the new paradigm of the investment decision
making rationality in urban development on the stra-
tegic level has been formulated, we need to opera-
tionalise the strategy on the lower level of manage-
ment (operational level).

4. The process of investment planning and eval-
uation (operational level)

Planning and decision-making are fundamental
functions in the management process (Griffin, 2002).
Planning is a process based on goals, facts and well-
considered evaluation. It is a process of deciding
what to do and how to do it before a decision is made.
It means that planning encompasses defining goals,
determining strategies of achieving them, and devel-
oping a cohesive hierarchy of plans designed to inte-
grate and coordinate the activities (Robbins, De-
Cenzo, 2005). This is how planning contributes to
decision-making - it consists of successive, logically
structured activities, between which a cause-effect
relation exists, and the final effect of which is an ul-
timate decision.

A general model of investment planning consists of
several phases. Because investment project manage-
ment is based on the assumption that the projects are
of cyclical nature, these phases fit into a universal
investment process model. This model was devel-
oped by United Nations Industrial Development
(UNIDO) (Behrens, Hawranek, 1991) and includes
three stages: pre-investment, investment and opera-
tional. Simultaneously, the European Union has de-
veloped its own concept of project life cycle (Euro-
pean Commission, 2005). Both approaches require
input, criteria and output, as shown in the table 1.
Investment determinants (input) are classified in the
literature as tangible and intangible, quantitative and
qualitative, or hard and soft. According to urban de-
velopment projects, the determinants can be social or
cultural; legal or institutional; and political, eco-
nomic, financial, urban or ecological (Wojewnik-
Filipkowska, Rymarzak, 2013). The evaluation cri-
teria (for ex-ante analysis) are the core of the selec-
tion stage. The criteria are dependent variables by
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Sustainable
development
Balanced resources
Balanced systems
Balanced needs
Balanced values

Smart City

Investment Smart economy

Stakeholder theory decision Smart people
and social-business . Smart governance
responsibility making Smart mobility
Tatlﬂﬂallty Smart environment

Smart living

Triad of
creativity-
circularization-

synergy

Figure 1. New paradigm of the investment decision making rationality in urban development — strategic level, source: Au-
thor’s own work

Table 1. Framework of investment planning process, Author’s own work

Preparatory stage Selection stage

1) Identification of the goals.

2) Analysis of resources & goal
determinants.

Control stage

5) Application of decision-
making criteria.

IVV. Commitment & appraisal.

UNIDO model 3) Establishing criteria & pre- 6) /:\eslzfjiscr)?]ent, comparing & 9) Control of results.
paring t.h? resources. 7) Formulating the decision.
4) Determining solution vari- 8) Carrying out the plan
ants. ying plan.
I. Programme.
I1. Identification. . .
EU model l11.Formulation. V. Implementation. VI. Evaluation.

Assumptions

Input (determinants; e.g., re- | Criteria (derived from aims and | Output (products, services co-
sources) their measurements)

herent with aims)

which the output is judged (Wegrzyn, 2016). The
value added is a criterion in most investment deci-
sion making (Boardman, Greenberhg, 2001; Sayce
et all., 2006). From a broader perspective, added
value should include external effects, such as the im-
pact of the decision on the agent, synergies with
other decisions, the creation of long-term develop-
ment opportunities, and costs and benefits distribu-
tion among stakeholders. Then, output are products
and services generated due to the investment pro-
gramme and plan. Output must be coherent with the
identified aims and measurements. Finally, urban de-

velopment projects’ results should be monitored and
ex-post evaluated in order to improve process of in-
vestment management and stimulate development of
new solutions derived from experience. For the pur-
pose of evaluation, a set of understandable indicators
communicated to all stakeholders is needed. These
criteria should be included into multi-criteria evalu-
ation in order to promote creativity, encourages
stakeholders’ involvement, and overcome traditional
trade-offs (Girard, 2010). Ex-ante evaluation on the
operational level of urban development, is simply to
answer which project sustains the growth of urban
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Figure 2. Framework of investment planning and evaluation in new paradigm — operational level, source: Author’s own work

resilience against different threats (social, economic,
ecological, etc.). But: How can we compare benefits
produced by buildings (...) with costs associated to
negative changes in urban landscape? (...) Can eco-
nomic evaluation of urban landscape balance the
economic impact of its transformation? (Girard,
2010, p. 307). The win-win composition of eco-
nomic, ecological and social objectives requires
evaluation which goes beyond economic and finan-
cial goals, and embraces both hard and soft values.
Evaluation must then go beyond the output, but
should anticipate, interpret and compare the quanti-
tative and qualitative impact of the investment pro-
ject and be a tool of coordinating choices of stake-
holders on the basis of comparison between all costs
and all benefits. The starting point of investment pro-
jects evaluation is then to precisely and comprehen-
sively identify the stakeholders and net benefits con-
sidered in relation to economic, social and environ-
mental criteria. According to P. Hardi and A. Mar-
tinuzzi (2007) sustainable development evaluation
should also consider non-monetary and qualitative
aspects, intervention and system reactions (here: out-
come and impact), long-term risks, system dynam-
ics. They argued that evaluation is a mutual learning
process (here: feedback/circulation) and sustainable
development evaluation constitute a basic factor for
innovations. Finally, the authors claimed stakehold-
ers’ involvement in the evaluation (here: stakehold-
ers’ needs, values, resources).

The proposed conceptual strategic approach to the
investment decision making rationality in urban de-
velopment, can be operationalized through invest-
ment projects being planned and evaluated. Figure 2

illustrates the framework of investment planning and
evaluation in new paradigm.

5. Summary

Despite the fact that city management can utilise the
expertise of business studies, especially in terms of
investment projects, cities cannot be run as a pure
business. Local governments and enterprises operate
in the same environment, with the same strategic aim
— to increase competitiveness by development and
creation of value added, but the understanding of
these issues is different. Still, the understandable dif-
ferences between the sectors cannot be an argument
for the resignation of a systematic approach to eval-
uation of results of allocated resources. It is about
adapting methods, concepts which are commonly
used in the private sector. A sign of the achievements
of business management in public sector is New Pub-
lic Management. However, NPM subordinates the
actions of the administration to the needs of the users
of its services, and therefore may weaken the ac-
countability to citizens. In the conditions of limited
resources, NPM may result in a reduction of func-
tions to those which are used the most often. Finally,
the idea of maximum use of market mechanisms may
lead to inconsistency with social and soft values —
those which the market can hardly price in a true
way. Therefore, public sector investment manage-
ment should be based not only on outcome as as-
sumed in NPM, but should also consider the process.
Moving beyond NPM is then required. New Public
Service (NPS) (Denhardt, Denhardt, 2011) is also an
example of emerging approach, however it concen-
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trates more on the general management than invest-
ment management.

A new approach to management of city investments,
as developed and proposed in this research, is
needed. It has been be established including the prin-
ciples of sustainable smart development, triad of cre-
ativity — circularisation — synergy, stakeholder the-
ory, and the idea of social-business responsibility.
The approach primarily elevates the concept of the
public governance which is characterised by a de-
centralisation, participation, constructivist and a
win-win approach. These attributes increasingly re-
fer to the decision-making process and subsequent
implementation. Concerning decision making pro-
cess relating investment, multi-criteria methods are
recommended, as quantitative CBA is unable to en-
compass non-monetary values. The multi-criteria
methods derive from logic and mathematics, and
take into consideration diverse values and perspec-
tive of diverse actors as well. This means that the
problem is not the absence of methods (Gorecka,
2010), but the choice of a proper understandable
method and building a hierarchy embracing the main
goal and criteria (or sub criteria), and possible op-
tions.

The presented paradigm of principles of investment
decision making rationality in urban development is
also driven by the fact, that the investment in urban
development are of cross nature — both business and
public like. The typical investment classification
which identifies public and private investment is not
more sufficient. There may be social investments
with commercial aspects and commercial investment
with social aspects, and therefore the problem re-
garding planning and evaluation arises. Subse-
quently, it requires social-business responsibility
and multi-criteria analysis, as explained above.

In the course of the literature analysis it was also
found out that the traditional infrastructure invest-
ment classification of economic (technical) and so-
cial infrastructure is not sufficient and does not re-
flects reality. Several facts and observations: the in-
terpenetration of public and business sector in terms
of knowledge and investment, public sector’s role of
value protector (guarantor), and context of sustaina-
bility in terms of different infrastructure types, are
reasons to identify group of investment relating in-
frastructure of business environment. That type of
infrastructure is important also in terms of smart de-
velopment.

The research fills the gap in existing theory relating
investment decisions in urban development. The
proposed approach proves its value added as it or-
ganizes a number of relevant content however it is
just a proposition in the discussion relating to im-
provement of comprehensive strategic and opera-
tional approach to creating local investment devel-
opment. The novelty of the approach relies more on
a new application of current state-of-art than on in-
venting new ideas from the scratch as the general

idea behind this research was to bring different con-
cepts together to make a breakthrough in urban in-
vestment development methodology and implemen-
tation in order to support cities on strategic and op-
erational level.
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