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CONCEPTUAL BACKGROUND

OF THE MONOCITY TRANSFORMATION
IN A HARMONY-STRUCTURED ECONOMY:
A CASE OF KRYVYI RIH CITY

Based on a comparative analysis of profile-like monocities in other countries that have undergone
developmental stages within their own life cycle, either succeeded or degraded to default or
complete elimination, it has been determined that the historically prioritized orientation of Kryvyi
Rih to single-industry is a challenge for the existence of the city, the health, and population of the
residents. The reasons for the threat to the city with a focus on the single-industry, which are due
to external and internal factors, are presented in the scheme of causation. The need to implement
the changes, based on a large number of stakeholders, led to the choice to transform the «expert
strategy with elements of a negotiation strategy and a participation strategy». The context, design
options, and stages of change based on the Six Steps model are analyzed.

Keywords: monocity, single-industry, local self-government, strategic priority, development,
project, program.

Formulation of the problem. According to many researchers, monocities are a phenomenon that is
inherent in the industrial stage of development of many countries, especially in its early stages. The process
of emergence and creation of monocities is characteristic of economic development at the stage of
industrialization, when cities arose around one large production or a group of similar industries. In modern
Ukraine, almost every second small and medium-sized city and every fourth large city belong to the category
of single-industry '.

As part of a comprehensive research on «Formation of a regional support system for local
development projects», which is carried out by the author since 2014 during the research work of the
Department of Project Management and Management Dnipropetrovsk Regional Institute of Public
Administration of the National Academy of Public Administration under the President of Ukraine
«Development of a project approach in the field of public administration», «Innovative tools for strategic
management of territorial development», «Problematic aspects of management of development and
cooperation of united territorial communities», proposals were made on the possible composition
of the elements of such a regional system, namely:

— developed association of local governments;

— network of resource centers;

— network of territorial project offices;

— subsystem of involvement of local self-government bodies and self-organization of the population
in participation in competitions of projects of development of local self-government of various levels;

— stakeholder interaction management subsystem (stakeholders), which should include a set
of agreements with donor organizations;

— subsystem of monitoring the implementation and evaluation of the success of projects and programs
for the development of local self-government;

— subsystem of staffing of innovative development of the territory;

! Ba6anina, K. B., Paxionosa, JI. O. (2018). ®aktopu neTepMiHALii JKUTTEMIITEHOCTI MOHOTPO(ITBHUX MICT.
Tlepcnexmueu po3eumxy mepumopiil: meopis i NpaKmuxa: Mamepianu 6ceykpaincvbKoi HayKo8o-npaKmuyHoi
KoH@epenyii (22-23 aucmonaoda 2018 p., m. Xapkis), 93-95.
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— a specialized Internet resource with a platform for forming communities of practice'~.

Taking into account the acceleration of decentralization processes in Ukraine, on the one hand, and
current challenges regarding the need to ensure innovative development of territories — on the other hand, we
propose to supplement the list of previously defined elements of this complex with a subsystem for
programming specific regions.

In our opinion, such a subsystem should be formed taking into account the unique features of each
region. Thus, for many industrial regions such specific territories are monocities.

Scientific background. In recent decades, the problem of stimulating the development of monocities
has been the subject of research and government programs in many countries. This topic has been studied in
detail on the examples of monocities in Kazakhstan, Canada, Norway, USA, Sweden, Japan and other
developed and developing countries. The main results of these investigations are presented in the papers of
S. Brletich®, R. Bullock®, S. Commander®, O. J. Dinius and A. Vergara®, I. L. Grenlund’, B. Johannisson®,
S. Kulay’, M. M. Mulrooney'’, N. Nurlanova'', M. Oborin, M. Sheresheva and S. Ivanova'?, F. Onnerberg
and L. Forsén'®, M. Rama and K. Scott'*, I. Turgel, L. Bogco and L. Suy" etc.

The collective monograph «Urban Ukraine: at the epicenter of spatial change» emphasizes
that single-industry determines the rigid dependence of opportunities, rates and directions of development
of such settlements on the financial and economic condition of enterprises in one industry or even
one enterprise'®.

According to O. Kravtsova, the system «city-forming enterprise — a monocity» is more vulnerable to
the threat of bankruptcy than the system in cities with adaptive multifunctional economy. She also believes
that the introduction of public-private partnership programs, which will accept the implementation of such
innovative mechanisms as «industrial diversification», «stable monocity», «managed compression», will
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promote self-development of settlements and their flexible adaptation to environmental change without
constant recourse to resources of the state to improve the quality of life'.

Thus, within the study of approaches to the formation of a regional system of support for local
development projects, the need to solve such scientific problems as the development of typologies
of transformation models based on the analysis of world-famous cases of transformation of monocities
with further definition of criteria for selecting appropriate models as a basis and projects at the regional
and local levels.

Setting paper objectives (aim). The purpose of this article is to propose a conceptual approach
to the development of a program for the transformation of a monocity into a harmoniously structured
economy on the example of the city of Kryvyi Rih.

Presentation of the main results and their substantiation. Given the profile of Kryvyi Rih
as a single-industry, focused almost entirely on the mining and metallurgical industry of the city, similar cities
of other countries were analyzed and the answer was given: to predict where Kryvyi Rih will be in 30 years
you need to look at the experience of cities of Japan, America, Germany, Australia, which are at later stages
of'the life cycle. A comparative analysis of similar monocities in other countries, which have passed the stages
of development within their own life cycle, and either, became successful or degraded to the stage of default

or complete liquidation (Table 1).

Models of adaptation of monocity to changes
in the economic system and globalization

Table 1

A Adaptatlon B. Innovative activity c. Gra‘.“? and D. Resettlement E. Service orientation

to the environment subsidies
It is based Development Refusal to develop Liquidation Changing
on the formed of fundamentally the production of production the structure
branch new high-tech sphere Relocation of the economy,
specialization industries Support of the population emphasis
Modernization Creation for monocities to more prosperous on services, culture,
of existing of diversified through government | areas education, tourism
productions innovation clusters subsidies and grants | Assisting the Clusters
Orientation Development «Manual» population in of post-industrial
of production to new | of research institutes | management finding new work development
market niches Moving heavy of the regional places Tourism is a quick
Identification industry economy Providing severance | way to stimulate
of «growth points» to the suburbs Creating pay to employees the creation
Changing Implementation a mechanism of closed enterprises | of a large number
the organizational of proactive to control of urban spaces
structure environmental the spending and change
of enterprises policy of allocated budget the structure
towards a more funds of the economy
flexible one
Ingolstadt Pittsburgh (USA), Cleveland (USA), Woodcaters Lowell (USA),
(Germany), Baltimore (USA), Detroit (USA), (Australia), Ostrava (Czech
Essen (Germany), Miyata (Japan) Yubari (Japan) Flint (USA), Republic),
Sheffield (England) Hashima (Japan) Tomioka (Japan)

According to the analysis of the life cycle of similar cities, the cities of Pittsburgh (formerly a monocity
with an emphasis on metallurgy) and Detroit (a monocity with an emphasis on engineering) were chosen,
while the first was a successful example of survival, and the second — not. The success of cities is well
illustrated in the diagram of population dynamics (Fig. 1).

! Kpasuosa, O. M. (2014). IunoBaiiigi migxomu 10 MOJ0NAHHS 3arpo3u GaHKPyTCTBA MOHOMICT. BicHuk

beposincokozo ynisepcumemy menedocmenmy i 6iznecy, 2 (26), 38-42.
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The problem Population dynamics of analogous
cities and Kryvyi Rih
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Fig. 1. Population dynamics of analogous monocities and the city of Kryvyi Rih

Detroit’s population has declined almost threefold, and Pittsburgh (due to some transformational
changes) has reversed the declining population and reached a «plateau» in terms of population 20 years after
the change began.

The dynamics of the number of work places in the city of Kryvyi Rih for the period from 1991 (collapse
of the Soviet Union) to the current period is studied (Fig. 2).

The problem Number of workplaces
in Kryvyi Rih
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Fig. 2. Dynamics of the number of work places in the city of Kryvyi Rih

It is determined that the negative dynamics of the number of work places (from 360 thousand people
in 1991 to 160 thousand people in 2020 — minus 200 thousand people) is ahead of the rate of decline
in the number of city residents in 2 times (1991 — 750 thousand people, 2020 — 650 thousand people —
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minus 100 thousand people). At the same time, if nothing is done, in 2035 the city may cease to exist.
The structure of employment in Kryvyi Rih and Pittsburgh has been studied. In fig. 3 shows, that Pittsburgh’s
heavy industry sector employs only about 5 % of the population and Kryvyi Rih’s — 38 %. At the same time
in Pittsburgh, a large share of human resources is involved in innovative segments (science and medicine),
and in Kryvyi Rih — an order of magnitude lower.

Kryvyi Rih: employment Pittsburgh: employment

5%

B Heavy Industry (mining and industrial complex)
B Medicine

B Higher Education Institutions

W Other

Fig. 3. Comparison of the employment structure in Kryvyi Rih and Pittsburgh

In our opinion, the existing problem can be formulated as follows: «Historically, the priority orientation
of Kryvyi Rih to the single-industry is a challenge to the existence of the city, health and population». This
problem is exacerbated by the deterioration of railway transport: the ability to export products of the mining
and metallurgical complex (MMC) is limited by the wear of rolling stock and track. The study of the influence
of external factors indicates that the city does not respond well to changes in the environment, there is
a possibility of depopulation and labor migration due to the critical state of the three components of the socio-
economic system of the city: ecology; infrastructure; salary.

The main priorities of the city development strategy were formulated in 2012: environmental safety;
diversification of the economy; effective and open city management'.

However, due to lack of flexibility, the stated goals within the priorities were not fully achieved.
The available tools of city management are not able to provide: to the residents — a decent environment,
infrastructure, salary; to the state — a consistently high contribution to the country’s economy, due
to the inability to change the economic system, prone to external crises. The urban supersystem is in a state
of strategic drift, the external environment has changed significantly, the gap between these states is a threat
to the city.

The results of the study indicate that different subsystems have their own strategies and priorities that
are not synchronized with the strategy of development of the supersystem. If we can know about the strategies
of city-forming business, the strategies of almost 30,000 small and medium-sized businesses (SMEs) are not
known at all. In addition, there are some organizations, communities and groups whose strategies are not
described, priorities and goals arise situationally.

The city, as a supersystem, takes into account in its strategy only the strategies of the city-forming
business, which, in turn, is the most sensitive to crises in the mining and metallurgical complex. SMEs and
science, as the least sensitive to fluctuations in the world MMC, are almost not considered. The existing
hierarchical structures in the subsystems are not able to respond flexibly to the interaction with each other
and to changes in the external environment. The structure of local government focuses mainly on interaction
with the structure of city-forming business.

1 Odiuilinuii BeGcaiiT KprBopizbkoi Micbkoi paju Ta ii Bukonasuoro komirery (2015). Cmpameziunuil nian
possumky micma Kpueozo Poey na nepioo oo 2025 poxy <https://kr.gov.ua/ua/st/pg/100415583959267 s/>
(2020, April, 14).
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This allows to formulate a preliminary conclusion of the influence of internal factors: the city,
as a supersystem, in its development relies primarily on sensitive to crisis fluctuations city-forming business.
There is no synchronization of strategies, interaction at the level of structures and management systems
between subsystems: local government, SMEs, science, communities.

The scheme of cause-and-effect relations of the problem is given in fig. 4.
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Destruction of the subsystem 4
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" =
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Fig. 4. The scheme of cause-effect relationships of the monocity
of Kryvyi Rih development problem

Reasons for the threat to the city with a focus on the single-industry (interaction only with
the subsystem «city-forming businessy):

1. Impact on the single-industry (city-forming business) of external independent factors that cannot be
controlled (example: the global crisis has led to falling prices for metals and iron ore).

2. A large share of the single-industry in the city budget (60%) means that even insignificant
fluctuations immediately and significantly affect the city’s economy.

3. The impact of the single-industry on the labor market in the city through the environment,
infrastructure, wage level.

4. The labor market affects the subsystems «SMEy, «Science», «Others» (40 % of the city budget) by
reducing the size of business segments, the outflow of population and reducing the solvency of the population.

5. In the event of a «fall» of the city-forming business, the entire supersystem of the city is destroyed.

Thus, the relevance of the problem «Historically priority orientation of Kryvyi Rih to the single-
industry is a challenge to the existence of the city, health and population» due to external and internal factors
and is explicitly presented in the cause-effect scheme.

In order to conceptualize the solution to the problem, the context was diagnosed and selected from
several possible options, the one that best fits the current situation.

As the changes stem from a technical problem — «Orientation of Kryvyi Rih to the single-industry» —
there is a need to implement changes based on a large number of stakeholders. This leads to the choice
of an «expert strategy with elements of a negotiation strategy and a participation strategy».
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The essence of the proposed changes can be formulated as follows: to ensure in Kryvyi Rih
dynamic growth of production of goods and services that are not related to the single-industry,
due to the transformation of the socio-economic system of the city from single-industry to harmoniously
structured.

A rational vision of the future can be represented through the achievements of the prototype city —
Pittsburgh, where the emphasis has been changed from the single-industry to the development of private
medicine, innovative developments in science and technology. Metaphor of transformational change:
«We create an ecosystem for the realization of ideasy.

Strategic indicators of the success of the transformation program are presented in the diagram (fig. 5).
The growth of the city’s GDP by 1.5 times in 10 years, provided the growth of the single-industry is not more
than 1.5% per year and the growth of unrelated industries by 5 % per year, which will reduce the impact
of the single-industry from 60 % to 40 % on the city budget.

The city program

GODP of Krywyi Rih, 2030

GDP of Krywy Rih, 2020
Pessimistic scenario:

Orientations. At the beginning of transformation in

2020, 60% of the city's GDP is formed by production of MMC,
the rest - other goods and senvices,

unrelated to the MMC. 40 60%
Rates of transformation: under condition of 1.5% growth
per year of MMC, it should be ensured that

rate of growth for non-MMC industry will be

over 5 a year.

Transformation result: MMC - 40% growth and
other industries (gocds and services) growth - 60%
Total GDP growth in the Kryvyi Rih +50%

B MC products B Omer goods and senices

Fig. 5. Strategic indicators of success of the program of transformation
of the single-industry socio-economic system of Kryvyi Rih

The concept of transformational change provides for the implementation of the model «Six Steps».
Step 1. Forming awareness of the need for change.

Step 2. Create a support team.

Step 3. Formulating a vision of the future.

Step 4. Actualization of values of local culture.

Step 5. Transition management.

Step 6. Keep pace.

The implementation of these steps is possible through the formation of the matrix structure of project

management and transformation programs in the subsystem "Local Government", based on the existing stable
hierarchical structure (Fig. 6).
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Fig. 6. Matrix structure of Kryvyi Rih single-industry socio-economic system
transformation’s projects and programs management

Conclusions and perspectives for further research. Based on a comparative analysis of similar
monocities in other countries, which have passed stages of development within their own life cycle, have
either become successful or degraded to the stage of default or complete liquidation, it is determined that
the historically priority orientation of Kryvyi Rih to the monocity is a challenge the existence of the city,
the health and population size. The reasons for the threat to the city with a focus on the single-industry, which
are due to external and internal factors, are presented in the scheme of cause-effect relationship. The need
to implement the changes, based on a large number of stakeholders, led to the choice to transform the «expert
strategy with elements of a negotiation strategy and a participation strategy». The context, design options and
stages of change based on the «Six Steps» model are analyzed.

Areas of further research include: elaboration of probable scenarios of transformational changes;
identification of risks that may arise at the implementation stage, and development of a management
system; development of a model of interaction of subsystems with a single decision-making center
in the transformation period.
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