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RESTRUCTURING AND RENEWAL:
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Abstract

The purpose of the article is to reveal the influence of the state policy of economic re-
structuring and renewal on the allocation of labor resources in regions and cities of the
country. The state policy has an impact on the allocation of labor resources, but causes,
at times, conflicting effects. This is especially true during the economic restructuring
and renewal period. As a scientific and methodological basis, the analysis of the eco-
nomic structure and the four-factor shift-share analysis, adapted by the authors in earlier
works, were used. The use of statistical data of 98 cities in five federal districts of Russia
in 2009-2015 allowed the authors to reveal the ambiguous influence of the state policy
of economic restructuring and renewal on the allocation of labor resources by regions
and cities of the country. It has been confirmed that the restructuring and renewal policy
of the Russian economy, as well as in other countries, is accompanied by changes in the
allocation of labor resources. As a positive effect, it can be noted that economic restruc-
turing and renewal contribute to a balance in the spatial allocation of labor resources. As
negative effects of economic restructuring and renewal, the authors of the article note the
inertial nature of the economic structure (the extractive sector retains a leading position
in terms of employment indicators) and a reduction in the labor potential of peripheral
cities, which does not correspond to the stated goals of the economic restructuring and
renewal policy. It is shown that the city authorities are able to exert a greater influence on
changes in the economic structure than it is generally assumed. The authors believe that
the states implementing the restructuring and renewal policy should take into account
changes in the allocation of labor resources by regions and cities in order to observe the
balance in regions’ development and not to fall into a trap in which economic growth of
regions attracting labor resources will be achieved at the expense of other regions.
Keywords economic restructuring and renewal, allocation of labor
resources, region, city, shift-share, administrative center,
periphery, Russia

JEL Classification

INTRODUCTION

H790, L590, 0018, R230, R580

To ensure economic growth of the country, from time to time, there
is a need to restructure and renew technological, economic and so-
cio-political conditions for the sound functioning of society in order
to make it more dynamic and increase economic competitiveness.
Economic restructuring and renewal entail a number of consequences
that can be avoided as a result of their timely identification and adop-
tion of appropriate government measures.

Economic restructuring and renewal policy does not always achieve
its goal, but it is always accompanied by changes in the allocation of
labor resources, the consequences of which are of a long-term nature,
can contribute to strengthening the uneven economic development of
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regions and cities. Overflows of labor resources lead to a reduction in the labor potential of previously
successful regions and cities. The state that implements the economic restructuring and renewal policy
risks falling into a trap in which economic growth is achieved at the expense of other regions. That is
why it is important to identify manifestations in a timely manner that accompany economic restructur-
ing and renewal in regions and cities.

In Russia, the need for the economic restructuring and renewal policy is relevant. This is due to a high
dependence of the world market on the natural resources market, the import of technologies and high-
tech equipment. Real steps to implement the state economic restructuring and renewal policy were im-
plemented in the late 2000s. The reactions to these processes are different: some are optimistic about the
formation of a new economic structure, others believe that this will never happen. The Russian economy
will continue to be dependent on natural resources. Gaddy and Ickes (2013) believe that, most likely, in
the current conditions of Russia, the economic restructuring and renewal program will lead to negative

results, because of the inefficient spatial allocation of physical and human capital.

1. BRIEF LITERATURE

REVIEW

Economic restructuring and renewal as a sci-
entific direction and mechanism of the state
policy began to form in the post-war period,
since there was the need for a rapid recovery of
European economies. It is no accident that the
ways for the rapid economic recovery of coun-
tries were based on the study material of Eastern
and South-Eastern Europe (Rosenstein-Rodan,
1943; Staley, 1944).

Walt Whitman Rostow who singled out the stages
of economic growth (traditional society, transi-
tion society the stage of “shift”, the stage of “matu-
rity”, the era of “high mass consumption” (Rostow,
1952, 1960), the stage of searching for “quality of
life” (Rostow, 1971) and justified that the transi-
tion to each subsequent stage should be consis-
tent, made a significant contribution to the discus-
sion on economic restructuring and renewal. You
cannot skip to another stage without passing the
previous one. But the next stage can be made on
the basis of the state restructuring policy. There
are two areas of research on the problem of eco-
nomic restructuring and renewal. The first direc-
tion is connected with the search for imperatives
of economic growth and economic development
directions for the state policy. We can single out
works, primarily representatives of developed
countries of American and European economic
schools (Solow, 1957; Lewis, 1959; Nurkse, 1955;
Schumpeter, 1961; Bell, 1976; Perkins et al., 2001;
Todaro & Smith, 2009).
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The second direction is related to the assessment
of the consequences that took place in countries
implementing economic restructuring and renew-
al with a view to moving to a new stage of eco-
nomic growth by Rostow (for example, Tongxina,
Yuejinb, & Zhang Huan, 2011).

A special attention is paid to the works in which is-
sues of economic restructuring and renewal in re-
gions and cities are considered. Edgington (1989),
examining the effects of economic restructuring
and renewal using the example of the capital of
Australia, Melbourne, noted the impact of the ef-
ficient operation of the capital economy on the
overall functioning of the national economy, and
also encouraged the government to pay more at-
tention to the spatial aspects of industries” devel-
opment, as this affects the economy of the country
as a whole (Edgington, 1989).

Martynovich and Lundquist (2016), using the exam-
ple of the study of the Swedish labor market, defined

labor mobility as a mechanism for responding to

economic shocks and found that key industries that

stimulated technological changes were the main fac-
tors in attracting and retaining workers in regions.

In developing countries, researchers also carried
out the study at the regional level. Fang, Wang
Dewen, and Qu Yue (2009) drew attention to the
fact that China’s central and western provinces
gained economic growth due to overflow effects
and began to catch up with fast-growing regions.
As a result, economic growth in these regions was
more balanced (Fang et al., 2009).



Tongxina, Fan Yuejinb and Zhang Huan (2011)
note that thanks to the restructuring and renewal
policy, China has turned from a backward agricul-
tural country into the industrialized and informa-
tion technology-based economy, and this process
has been accompanied by profound structural
changes.

In Russia, studies of interregional migration of la-
bor resources at various stages of the country’s eco-
nomic development have been mainly conducted.

Such works include assessments of the consequenc-
es of interregional migration during the planned
economy, the uniform distribution of the popu-
lation in the country and the development of the
eastern and northern regions (Hill & Gaddy, 2003;
Mikhailova, 2012a, 2012b), the assessments of the
post-Soviet evolution of the urban system (Kolomalk,
2017), the assessment of interregional mobility of
the population (Guriev & Andrienko, 2004).

The weakening attention on the part of the state
towards the development of Siberia at the end
of the 20" and the beginning of the 21 century
was an incentive for weakening industry, for the
outflow of Russians from this region in working
age (Shabad, 1989; Nefedova, 2009; Gerasimenko,
2012) and for the inflow of foreign citizens from
neighboring China.

The current stage of Russia’s economic and foreign
policy development is characterized by a turn to
the East — the attention paid to the Asia-Pacific re-
gion is growing against the backdrop of worsening
relations between Russia and the West (Graham,
2016). The question about the rate that this turn
will take place and what forms it will acquire is the
key one for the Russian state policy. It is especially
relevant for the eastern territories of Russia, which
face restructuring and renewal of the Russian
economy, and they also face new challenges and
new opportunities. Since population mobility has
become one of the “development symbols and
mottos of society” (Makhrova, Nefedova, & Pallot,
2017), there is the further development trend of
moving labor resources from the old industrial re-
gions of Russia after new investment projects to the
Far East and Siberia. The New Silk Road increases
the interest to this topic. Russia, the largest country
in the world, has more than 4 thousand km. com-
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mon borders with China, is one of the main part-
ners in the creation of the Chinese initiative — the
New Silk Road. The movement to the North is the
main direction of this initiative (Bennett, 2016).
Although the China-Mongolia-Russia corridor is
still in the planning stage, it is clear that the imple-
mentation of this project will require large-scale
investments in key infrastructure facilities (roads,
railways, ports, airports, telecommunications net-
works, pipelines, development of zones and cities)
(Jin, 2015), which means that it will create new jobs.

1.1. Establishing a research gap

The literature review showed that foreign studies fo-
cus more on assessing the effectiveness of the eco-
nomic restructuring and renewal policy, changing
the economic structure, but not giving a compara-
tive analysis of changes in employment both at the
level of regions and at the level of individual cities in
order to ensure regions’ development. The research
conducted in Russia concerned mainly interregion-
al migration of labor resources and was carried out
at the level of regions, but not cities. In conditions
of a high proportion of the urban population, deter-
mining the importance of cities for the economies
of countries, the study using the example of cities
will help to deepen the understanding of the allo-
cation of labor resources in the development of the
economic restructuring and renewal policy.

1.2. Aim of the study

The purpose of the study is to determine the im-
pact of the state economic restructuring and re-
newal policy on the allocation of labor resources
by regions and cities of the country, and formulate
the results of this influence.

The main questions of this study are whether the
structural restructuring in cities began, what the dif-
ferences between central and peripheral cities of re-
gions in changing the economic structure are, what
the impact of these changes on the uniformity of the
allocation of labor resources across regions is?

To answer these questions, the authors used the

analysis of indicators of the economic structure,
the technique of the shift-share analysis, which
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introduced a local factor, that allowed closing the
contour of factors for all four components: three
levels of territorial division of the country and
highlighting the impact of the industry conjunc-
ture. The local factor allows studying the contribu-
tion of local economies and local authorities to the
formation of the labor market structure.

Thus, the conclusions of this article are aimed at
understanding ways to achieve uniformity in re-
gions’ development.

The main objects of the study were Russian cit-
ies, since the main labor potential of the country
is concentrated in them. The share of the urban
population in Russia is more than 70%.

According to the goal, the results of the study con-
sist of three parts. In the first part of the article,
the authors will determine the general changes in
the economic structure in all cities studied, as well
as the differences in the concentration of labor
potential in central and peripheral cities. In the
second part of the article, the authors will show
changes in the economic structure of cities and in
the allocation of labor resources between regions.
In the third part of the study, the authors will try
to determine the role of city authorities in using
competitive advantages of their territories in the
context of economic restructuring and renewal.

This work is the continued cycle of studies of
structural shifts in the economy in Russian cit-
ies (Khmeleva & Bulavko, 2016; Khmeleva &
Egorova, 2016) and is conducted by scientists from
several universities, as well as representatives of
municipalities.

2. MATERIALS AND
METHODS

First of all, it is necessary to determine the basic
research concepts of the “region” and the “city”.
The concept and types of regions can be conceptu-
alized in various ways depending on the research
goal (for example, Gilbert, 1988). In modern sci-
ence of regional management, the region is equally
considered, like the city, as a rule, in a symbiosis of
two positions: as a certain territory and as an eco-
nomic system. In this context, the term “region”
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(city), is represented by the authors as a system of
interrelated relations between authorities, enter-
prises and organizations of different types of ac-
tivities, forms of activity and scales that carry out
their activities in a certain territory. Primary link-
ing of the region (city) to labor resources of orga-
nizations and sales markets allows providing suf-
ficient justification for separation of territories on
the basis of established functional links between
workers, enterprises, organizations and markets
for products and services (Dawkins, 2003). From
the point of view of regional management, it is
important to formalize administrative boundar-
ies of regions and cities. Administrative territo-
ries are usually defined on a “top-down” basis in
order to be responsible for exercising the powers
of state and municipal government and ensuring
lawfulness, while functional regions developed in
interaction and integration, including within the
traditional administrative borders (Zimmerbauer,
2013). Thus, territorial and functional approaches
do not exclude, but complement each other.

In this article, the authors suggested holding to
Dawkins’ approach to the terms of the “region”
and the “city”, (Dawkins, 2003), but taking into
account the state boundaries of city territories es-
tablished by the state. Such an approach makes it
possible to make appropriate calculations using of-
ficial statistics.

Regarding the types of regions and cities, in or-
der to solve research problems, it is possible to
single out old industrial regions, which are usually
referred to regions in which the territorial-pro-
duction division of labor is characterized by the
dominance of industrial branches with the pre-
dominance of obsolete technologies and means
of production, low susceptibility to innovation
(Coenen, Moodysson, & Martin, 2015). The prod-
ucts of such industries often have a low level of sci-
ence intensity, and sales markets are limited to the
region or, at best, the country.

Regarding the methods for assessing the impact of
economic restructuring and renewal on the allo-
cation of labor resources by regions and cities, the
authors took into account Edgington’s findings
(1989) who suggested that the main labor poten-
tial was in cities and was the basis for economic
restructuring and renewing of the industrial type.



Using the analysis of the employment dynam-
ics by industry and type of activity in cities, it is
possible to analyze the processes of economic re-
structuring and renewal. At the same time, it is
necessary to take into account the high differen-
tiation of regions in terms of population density.
So, according to official data of Rosstat in 2015 in
the North-West Federal District, the average pop-
ulation density was 8.5 people per sq. km, in the
Volga Federal District — 28.7 people per sq. km, in
the Far Eastern Federal District — 1 person per sq.
km, in the Siberian Federal District — 3.8 people
per sq. km, in the Ural Federal District - 6.8 peo-
ple per sq. km. To ensure comparability of change
indicators in the number of employees by federal
districts, the calculation was carried out not in ab-
solute terms, but in percentage terms.

To determine the factors influencing structural
shifts in employment in regional studies, the Shift-
share analysis has shown a good performance.

In its traditional form, the three-factor shift-share
analysis, proposed by Daniel Creamer (1940), was
later formalized by Edgar S. Dunn (1960), and it
continues to be widely used to identify the role of
regional and national effects in shaping current
economic trends (Artige & Neuss, 2015).

The traditional three-factor shift-share analy-
sis makes it possible to distinguish the influence
of the national factor (NSi), the sectoral factor
(IM i), the regional factor (RSi) as the cumula-
tive change in the number of employed in organi-
zations by type of activity (in the industry).

Al,=1,-1I,,=NS,+IM,+ RS,

0
where Al, - the absolute change of the indicator
at the local level; Ii’t — the value of the indicator
at the level of the local area (for example, a city, a
village) in a particular industry in the last year un-
der study; / i1 the value of the indicator at the
level of the local area in a particular industry in
the first year under study; NS, - the national fac-
tor (at the country level); /M, - the sectoral factor;

RS, - the regional factor (region).

This analysis is applicable to research on the al-
location of labor resources, employment issues in
industries at the regional level, since it allows as-
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sessing the impact of the national policy (NS l.),
changes in the industry situation ([M ; ), and the
influence of regional proportions which are under
the influence of the policy of regional authorities

(S,).

In the work of Khmeleva and Egorova (2016), the
traditional three-factor analysis was adapted to
meet the challenges of analyzing the structural
shifts in the urban employment. For this, the lo-
cal factor LS, was introduced into the traditional
three-factor analysis.

Then the generalized four-factor shift-share analy-
sis will take the following form:

Al,=1,-1,,=NS +IM,+RS, +LS, 2
where LS, - the local factor (the local area).
The national factor (at the country level):

NS, =1, Lt 3

t-1

where / i1~ the value of the indicator at the level
of the municipal entity in a particular industry
in the first year under study; E, - the value of
the indicator as a whole for the country in the
last year under study; E, | - the value of the in-
dicator as a whole for the country in the first year
The sectoral factor:

under study.

Z A Ei,t -

ii-1 )

E.

where E,, - the value of the indicator at the coun-
try level in a particular industry in the last year
under study; El.’H — the value of the indicator at
the country level in a particular industry in the
The regional factor:

first year under study.
Zi,tfl * ( J B (5)

where e, - the value of the indicator at the re-
gional level in a particular industry in the last year
under study; €, the value of the indicator at
the regional level in a particular industry in the
first year under study.

E

it—1

Et _Et—l
E

t-1

IM, = @

ei,t - ei,t—l _ Ei,t - Ei,t—l
E

it-1

RS, =

€ i1
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The local factor:
I -1 e —e,
LSi = li,tfl N s B N it—1 , (6)
ii-1 € i
where Z,-,t, l,-,,,l — the number of people employed

on the local area in a particular industry in the
current and base periods, respectively.

Then the total change in the number of employed
in the city can be explained by the influence of
four effects:

D A=) NS+ IM+) RS+ LS.

The national effect (z NS ) is formed under the
influence of the total employment dynamics in the
country during the period under study.

(7)

The effect of the national industry conjuncture

Z[M ) is the result of changes in the demand
for labor by certain activities at the country lev-
el. The positive effect of the sectoral conjuncture

Z[M > O) is observed if the economic struc-
ture of the city corresponds to national trends.
Conversely, a negative effect (Z IM < O) is ob-
served if the economic structure of the city contra-
dicts national trends. The greater the discrepancy
between local and national employment struc-
tures, the greater the impact of this factor.

The effect of regional proportions ZRS ) is

formed under the influence of the national and re-
gional economic structure, and it shows how the

economic structure of the city meets national and
regional proportions. The effect of territorial com-
petitiveness ZLS ) shows how competitive ad-
vantages are used in the city. When ( LS > O),

then this indicates that the economic structure of
the city corresponds to regional proportions, favor-
able conditions for the population are created in the

city, the labor potential is increasing. The negative ef-
fect of territorial competitiveness (Z LS < O) in-
dicates that there is the unfavorable economic struc-
ture for the city’s development. Proceeding from

the assumption that the formation of the economic
structure of the city is not a chaotic but purposeful
management process, the leading role in which is as-
signed to city authorities, the article assesses the in-
fluence of city authorities on the restructuring of the

urban economy on the basis of the magnitude and
orientation analysis of the local factor.
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The proposed model supplements the already ex-
isting variations of the shift-share analysis: the
four-factor model of Esteban-Marquillas (1972),
the extended model (Arcelus, 1988), the dynamic
model (Wilson et al., 2005).

3. EXPERIMENTAL
RESEARCH BASE

In this study, the analysis of the economic struc-
ture is conducted across 98 Russian cities of the
North-Western Federal District, the Volga Federal
District, the Urals Federal District, the Siberian
Federal District and the Far Eastern Federal District
for the entire period 2009-2015. The sources of in-
formation were the official data of the Federal State
Statistics Service of the Russian Federation on the
average annual number of employees in organiza-
tions by type of activity (excluding small business-
es) according to the All-Russian Classification of
Economic Activities (OKVED 2) OK 029-2014.

In addition to the analysis of the structure by type
of activity, the cities are divided into two types:

o “capital” - the administrative center of the
region;

o “peripheral” - all other cities in the region.

It is generally accepted that the most active and
professional part of the region’s population lives
in “capitals” (administrative centers of the region).
Residents of administrative centers are more flex-
ible in making decisions about moving because
they need to find a job, because they have an op-
portunity to get high-quality education and re-
ceive a higher income from their professional ac-
tivities than residents of peripheral cities. In large
Russian administrative centers, there are research
centers, the vast majority of innovation infra-
structure, enterprises in various fields of activity.

3.1. Stages of research

The identification of the impact of economic re-
structuring and renewal on the allocation of labor
resources by regions and cities was carried out in
two stages.
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Table 1. Changes in the number of employees in organizations in 2009-2015, %

Source: calculated by the authors according to Rosstat.

Federal |

The Far

“o districts. The The North-Western The North-Western The i _The
Tvoes : V0||§a FD (excluding Saint FD (including Saint Urals | Eastern : Siberian
o % S F Petersburg) Petersburg) FD ¢ FD { FD

ities :
Total -9.01 -10.93 -4.09 -5.38 -1.89 -2.81
Capitals of regions -7.56 -11.87 -1.67 -0.58 0.01 -1.69
Periphery cities i -13.89 -8.48 —-8.48 -11.41 -9.33 -8.16

At the first stage, the authors used the indicator of
the number of employees in organizations by type
of activity, which allowed assessing changes in the
economic structure of regions and cities during
the period under study.

At the second stage, to assess how cities are using
their competitive advantages in the conditions of
economic restructuring and renewal, the authors
used the shift-share analysis, which was tested in
previous studies by the authors when solving the
problem of analyzing structural shifts in urban
employment (Khmeleva & Egorova, 2016).

3.2. Results

General changes in the economic structure of all
cities are studied. The labor potential of cities is
reduced and concentrated in “capitals” of regions.

Reduction in the number of employees in organi-
zations is observed in all analyzed federal districts,
and in peripheral cities, it is 3.5 times higher than
in capitals (Table 1).

In the context of federal districts, things are
worse in the Volga Federal District. In the
North-Western Federal District, the large city
region of St. Petersburg — an economic, business
and cultural center that allocates labor resourc-
es, not only for the North-Western part of the
country, but also for other regions of the coun-
try, substantially alleviates the situation. The
St. Petersburg agglomeration is the second most
important in the country after the Moscow cap-
ital region (Kolomak, 2017).

Thus, without taking into account the data of St.
Petersburg, the decrease in the number of em-
ployees in organizations in the North-Western

Federal District amounted to 11.87%, which
is significantly higher than other federal dis-
tricts under study. The number of employees in
organizations in cities of the Far Eastern and
Siberian Federal Districts has decreased to a
lesser extent.

3.2.1. The Expansion of the Service Industry
Continues in Cities

The data show that the fundamental trend of 2009,
which determined the profile of the urban econo-
my, both large and small, was the expansion of the
service sector (Table 2). The share of employed in
the service sector in 2015 came close to 70%, while
in 2009, it was 66.6%. At the same time, the only
sector with the positive growth dynamics of em-
ployees, more than a third, was trade, auto repair
and household services, which is explained by the
expansion of coverage areas of large retailers in re-
gions, as well as the development of personal ser-
vices in connection with the continuously increas-
ing requirements for living standards.

Table 2 shows the structure of employed in enter-
prises and organizations of cities, according to
which the study was conducted.

The data in Table 2 show that, as it was in previ-
ous years, the real sector in the urban economy
is reducing. And although a significant share is
occupied by those employed in the manufactur-
ing sector, this share decreased by 1.82%, giving
way to the service economic sectors: trade and
services to the population. Because of the spe-
cific nature of urban work, the number of em-
ployees in organizations by “agriculture” activ-
ity is the lowest, which underlines the low im-
portance of this sector for the development of
the urban economy.
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Table 2. Dynamics of the number of employees in organizations in all cities studied in 2009-2015

Source: calculated by the authors according to Rosstat.

The nlumber.of
employees in o
Table line names ﬂ:’;lgj;l‘):'i]%agggsie The share, %
2009 : 2015 2009 2015
BUCatON 131706 1 883 1323 1 1285
Hotels and restaurants 113,76 93,59 1.14 1.01
MINING e 10202 142,97 163155
Other activities 1354,48 1336,19 13.61 14.44
Health and socialservices 110550 105826 AT T144
Manufacturing 2209,63 1885,68 22.20 20.38
Real etate operations, renting services . 75140 73906 755 . 799
househald roducts and personal tems. 139 72e4 o ssa o
Other communal, social and personal services i 33503 i 313,80 3.37 ; 3.39
Production and distribution of electricity, gas and water 46446 | 43783 467 . 473
Agriculture, hunting and forestry 5460 4541 055 . 049
A 445,41 . 345’04 . i i
Transport and communication 108710 932,52 1092 . 1008
o 9951/84 . 9252/22 B A

Below the authors consider changes in the num-
ber of employees in organizations in 2009-2015 by
type of activity (Table 3).

The manufacturing sector in “peripheral” cities is
reduced 2 times higher than in regional “capitals”,
which is a consequence of the long-term continu-

ing destruction of the industrial potential of the
urban economy in the Russian province. As a re-
sult, in “peripheral” cities the demand for workers
in production and distribution of electricity, gas
and water sector is reduced by 13.84%, the nega-
tive dynamics is observed in construction — more
than 27% in comparison with the level of 2009.

Table 3. Changes in the number of employees in organizations in capital and peripheral cities, 20092015, %

Source: calculated by the authors according to Rosstat.

Including

Type of activity Changes for the period in total
Capital cities Peripheral cities

Education -9.58 -9.65 -9.36
Hotels and restaurants —1786 ...... —1256 —2915
Mining 76 2833 2104
Other activities 120 ~0.50 468
Health and social services 412 5.07 083
Manufacturing I 1067 _led0
Real estate operations, renting services -1.52 -0.73 —4.66
Wholesale and retail trade; repair of motor -

vehicles, motorcycles, household products 33.02 33.45 30.63
and personal items &

SC()etrf\}iecrec;ommunal, social and personal _6.21 _5.66 792
E;?id\lljvfatti;rn and distribution of electricity, gas _5.64 042 _13.84
Agriculture, hunting and forestry 2181 16.20 4044
Construction —2242 ...... —1994 . —2774
Transport and communication —1415 ...... —1491 —1155
Total 665 —4.91 1157
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3.2.2.Changes in the economic structure of cities
and in the allocation of labor resources
between regions. Cities of the North-
Western Federal District

In cities of the North-Western Federal District
(excluding St. Petersburg), the outflow of person-
nel is observed; the trade and services sector is ex-
panding more actively than in other regions due
to reduction in the number of employees in orga-
nizations in industry.

The North-Western Federal District includes 10 re-
gions (the Republic of Karelia, the Komi Republic,
the Arkhangelsk Region, the Nenets Autonomous
District, the Arkhangelsk Region, the Vologda
Region, the Kaliningrad Region, the Leningrad
Region, the Murmansk Region, the Novgorod
Region, the Pskov Region) and one city region St.
Petersburg. The subjects of the Russian Federation
of the North-Western Federal District account for
10% of the total number of employed in Russia.
Calculations in the article were conducted for 15
administrative centers and peripheral cities, which
is 37.5% of the total number of cities in this federal
district. The main strategic function of the North-
Western Federal District of the region in the field
of economy is to maintain foreign economic rela-
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tions with the European Union and a number of
other countries of the world. This led to the rapid
development of transport infrastructure, as well
as the orientation of a significant part of the busi-
ness on servicing foreign economic relations.

In cities of the North-Western Federal District, the
economic structure as a whole is in line with gen-
eral trends. It is worth noting that the manufactur-
ing sector has the most negative dynamics. At the
same time, in “peripheral” cities the decrease in the
number of employees in organizations as a whole is
67.95%, in “capital” cities — 19.31% (Table 4).

As a result, the share of the manufacturing sec-
tor for the period from 2009 decreased by 5% and
amounted to 12.17% in 2015, which looks criti-
cal for the further development of the industrial
potential of cities in the North-Western Federal
District.

The number of employees in organizations of the
mining sector decreased by 53.46% in “peripheral”
cities. A small growth of 2.05% in the number of
employees in organizations of the mining sector
of capital cities compensated for such a significant
decline, which generally did not affect the overall
employment situation in the industry.

Table 4. Changes in the number of employees in organizations in cities of the North-Western Federal

District, 2009-2015%, %

Source: calculated by the authors according to Rosstat.

The share Changes in the number of employees in organizations
Type of activit : of total ‘ Includin
P ’ employment oy —— L
n 1 Capital cities Peripheral cities
Education 14.50 Z11.05. Z10.47 -12.63
Hotels and restaurants & 1.03 -16.22 -12.63 -24.97
Mining I 109 3 74669 205 - -53.46
Other activities . 18.26 -11.95 -13.14 =5.27
Health and social services & 12.89 -1.88 -1.34 -3.40
Mangfacturing 12a7 -40.05 -19.31 -67.95
Real estate operations, renting services : | 6.46 -9.97 -7.31 -16.24
Wholesale and retail trade; repair of
motor vehicles, motorcycles, household 7.25 12.15 8.80 37.74
products and personal items
Other communal, social and personal 4.27 ~12.21 _12.72 _10.47
services T e
Production and distribution of electricity, :
gasandwater T oo 07 2
Agriculture, hunting and forestry & 0.67 -26.48 -9.21 -61.36
CONSLIUCHION | e 331 . T13:42, =236l 6.93
Trar)sport and comrmunircrartion N 1246 —1830 -23.07 -5.77
Total 100.00 -10.93 -11.87 -8.48

Note: * excluding the data for St. Petersburg.
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3.2.3.Cities of the Volga Federal District

In the Volga Federal District, there is the largest
decrease in the number of employees in organiza-
tions in “peripheral” cities than in other regions;
the mining sector is expanding, the manufac-
turing and construction sectors are significantly
reduced.

The Volga Federal District includes regions-sub-
jects of the Russian Federation (the Republic
of Bashkortostan, the Republic of Mari El, the
Republic of Mordovia, the Republic of Tatarstan,
the Udmurt Republic, the Chuvash Republic,
Perm Krai, the Kirov Region, the Nizhny
Novgorod Region, the Orenburg Region, the
Penza Region, the Samara Region, the Saratov
Region, the Ulyanovsk Region). This is one of the
most densely populated regions, in which more
than 20% of the total working population of the
country lives. The main profile of the modern eco-
nomic structure of the Volga Federal District was
formed during the period of the planned econo-
my and did not undergo significant changes dur-
ing the period of market reforms. Favorable for
living and doing business, natural and climatic
conditions, availability of natural and manpower
resources determined such types of specialization

as extractive industry, machine building and pet-
rochemical industry. The construction and build-
ing materials industry, transport and energy were
also developed here.

In cities of the Volga Federal District, the outflow
of personnel from enterprises and organizations
of peripheral cities is high compared to other re-
gions (Table 5).

It should be noted that cities of the Volga Federal
District are characterized by a high proportion
of the number of employees in organizations by
types of industrial activity (manufacturing, min-
ing) in the economic structure. However, this
share decreased by 1.72% (173 thousand people)
from 2009 to 2015. The main contribution to this
reduction is made by peripheral cities (-21.41%, or
90 thousand people).

Cities of the Volga Federal District are distin-
guished by a high growth in the number of em-
ployed in organizations of the mining sector — by
33.51% (11.5 thousand people), but overall the im-
portance of this sector in the economic structure
remains low, at 1.14%. A significant increase in the
number of employees is observed in trade and ser-
vice organizations (70.5 thousand people).

Table 5. Changes in the number of employees in organizations in cities of the Volga Federal District,

2009-2015, %

Source: calculated by the authors according to Rosstat.

The share
of total

Changes in the number of employees in
organizations

Type of activity _ employment in | Including

: 2015 . Total — - —

: : Capital cities Peripheral cities
Education 12.65 . -1098 -10.78 1169
Hotels and restaurants 0.96 i-2423 ¢ -17.86 —40.73
Mining 114 . 337.7571 18.04 5909
Other activites 12.70 . -3.56 -3.52 -3.82
Health and sogial services 10.97 993 ¢ -12.75 297
Manufacturing 25.60 i 1435 ¢ -10.31 2141
Real estate operations, renting services ¢ 8.01 i =250 ¢ —2.86 -0.35
Wholesale and retail trade; repair of motor
vehicles, motorcycles, household products and 8.04 27.82 28.30 25.32
personal items ~ - o
Other communal, social and personal services 3.16. L7224 -6.55 1014
Production and distribution of electricity, gas and 4.44 _8.55 _5.12 220.39
water o e
Agriculture, hunting and forestry 0.49 i =259 -20.07 —45.86
Construction 3.08 . 2287 -20.55 =30.47
Transport and communicaton 8.76 L1744 -18.26 =12.27
Total 100.00 -9.01 -7.56 -13.89
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3.2.4.Cities of the Ural Federal District

In cities of the traditionally industrial Urals
Federal District, the number of employees is de-
creasing, but insignificantly; the trade and house-
hold services sector is actively expanding.

The Urals Federal District unites 6 regions of the
RussianFederation: the Yamal-Nenets Autonomous
District, the Khanty-Mansi Autonomous Diatrict-
Yugra, the Tyumen, Sverdlovsk, Chelyabinsk and
Kurgan Regions.

The Urals Federal District has a unique natural
resource potential, developed industrial complex,
powerful, though unevenly developed, transport
and energy infrastructure, a high share of ex-
port products, skilled labor resources, an exten-
sive network of educational and research centers.
The number of employees in organizations in cit-
ies of the Urals Federal District decreased, but at a
slower rate than in the North-Western and Volga
Federal Districts (Table 6).

It is worth paying attention to the fact that in the
region with traditionally industrial specifics, the
trade and services sector is significantly expand-
ing, which is consistent with the worldwide trend.

The share of the number of employees in organi-
zations in the mining sector of the Urals Federal
District is more than 2 times higher than the aver-
age for the regions under study, but it significantly
reduced from 4.62% in 2009 to 3.42% in 2015. At
the same time, the number of people employed
in the mining sector significantly increased in
Nefteyugansk, Surgut, Tyumen. The negative dy-
namics are typical for traditionally oil and gas pro-
ducing cities: Nizhnevartovsk, Nyagan, Kogalym,
Novy Urengoy. In Tyumen, the increase in the
number of workers in the mining sector amounted
to 5.4 times, which ultimately affected the growth
of the indicator as a whole for the federal district.

In the economic structure of cities of the Ural
Federal District, the main share is also occupied by
the manufacturing sector, the decline is lower than
the national average, and it is relatively evenly dis-
tributed between capital cities and peripheral cities.

3.2.5.Cities of the Far Eastern Federal District

Cities of the Far Eastern Federal District are the
most stable in terms of the number of employees
in organizations. The border cities Khabarovsk,
Vladivostok and Blagoveshchensk are becoming
centers of international trade.

Table 6. Changes in the number of employees in organizations in cities of the Ural Federal District,

2009-2015, %

Source: calculated by the authors according to Rosstat.

Changes in the number of employees in

Thi? tSI}a'I'e organizations
Type of activity emp?ozf:ragnt in Including

t 2015 . Total o —

: Capital cities Peripheral cities
Education 11.75 ~7.42 -8.50 -5.80
Hotels and restaurants 113 7 —2305 7 —2475 —2141
Mining 3.42 -29.96 39.13 -31.57
Other activities 1312 1.34 512 629
Health and social services 110.50 3.12 675 212
Maniactrig s e e o
Real estate operations, renting services 790 0.07 53, -6.29
Wholesale and retail trade; repair of motor
vehicles, motorcycles, household products and 8.04 44.75 47.18 36.26
personal items ~ o e B
Other communal, social and personal services 3.28 017 117 -0.89
\Ijvr;)tceilrjction and distribution of electricity, gas and 4.53 ~9.01 573 _12.55
Agriculture, hunting and forestry 034 29.82 2124 ~52.53
Construction 4.4 ~26.71 2095 -30.72
Transport and communication 1091 —1321 —1277 —1381
Total 100.00 -5.38 —-0.58 -11.41
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The Far Eastern Federal District includes 9 subjects
of the Russian Federation (the Republic of Sakha
(Yakutia), the Kamchatka Territory, the Primorsky
Territory, the Khabarovsk Territory, the Amur
Region, the Magadan Region, the Sakhalin Region,
the Jewish Autonomous Region, the Chukotka
Autonomous District). The Far Eastern District is
characterized by the lowest density of population
in Russia and extremely low level of infrastruc-
tural security, including transport infrastructure.
Table 7 presents data on cities of the Far Eastern
Federal District.

Despite the fact that the share of the manufactur-
ing sectoris lower than the Russian average, unlike
in other regions, there is an insignificant increase
in the number of employees — 2.05% in cities — ad-
ministrative centers of the federal district. Only in
Petropavlovsk-Kamchatsky, the growth of work-
ers in manufacturing amounted to more than 5
thousand people, and more than a thousand peo-
ple in Vladivostok.

In the district, the share of wholesale and re-
tail trade, repair of motor vehicles, motorcycles,
household goods and personal items is growing
rapidly, making 6.22% in 2015 (in 2009 - 4.16%).
The border position of Khabarovsk with China,
Vladivostok with Japan, Blagoveshchensk with

China determined the influx of workers into this
sector: +5.7 thousand people, +4.3 thousand peo-
ple, +2.1 thousand people, respectively.

3.2.6. Cities of the Siberian Federal District

In cities of the Siberian Federal District, there are
higher growth rates in the number of workers in
organizations engaged in the mining sector, as
well as in the trade and consumer services sector
than in other regions.

The Siberian Federal District includes 12 regions -
subjects of the Russian Federation (the Republic of
Altai, the Republic of Buryatia, the Republic of Tyva,
the Republic of Khakassia, the Altai Territory, the
Transbaikal Territory, the Krasnoyarsk Territory,
the Irkutsk Region, the Kemerovo Region, the
Novosibirsk Region, the Omsk Region, the Tomsk
Region). The main reserves of natural resources are
concentrated (for example, 80% of coal, 70% of cop-
per, 68% of nickel) in this federal district. Thanks to
the developed railway infrastructure, the Siberian
Federal District is a natural transport bridge be-
tween the countries of Western Europe, North
America and East Asia.

Table 8 presents data on cities of the Siberian
Federal District. Leaders were Krasnoyarsk (+6

Table 7. Changes in the number of employees in organizations in cities of the Far Eastern Federal

District, 2009-2015, %

Source: calculated by the authors according to Rosstat.

Changes in the number of employees in

. TIO‘:.? tsohtgllﬂe organizations
Type of activity em_ploz/)ment including
i in2015 Total r
Capital cities : Peripheral cities
Education 11.34 -12.85 -13.54 -10.15
Hotels and restaurants 1.36 13.24 26.14 3431
Mining 0.48 30.63 49.84 R
Other activites 2214 15.56 14.93 22,07
Health and social services o e 0.72 0.59 125
Manrqfracrturingr o o 9.38 -7.99 2.05 -18.46
Real estate operations, renting services 8.12 -2.14 -2.19 -1.70
Wholesale and retail trade; repair of motor vehigles, 6.22 46.65 48.57 34.99
motorcycles, household products and personal items s
Other communal, social and personal services ¢ 3.44 0.09 1.22 -4.12
\I;/r;gtjction and distribution of electricity, gas and 6.34 3.38 8.05 22312
Agricuiure, huniing and forestry 078 0,84 S8 a0
Constructon 5.15 -27.55 -22.96 -43.43
Tranqurt andrcprmmurjircrartion 77777 ) 13]? -16.54 -19.67 —@ﬂ
Total 100.00 -1.89 0.00 -9.33




thousand people), Norilsk (+3.8 thousand people)
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in the number of employees in organizations in all

and Irkutsk (0.663 thousand people), outsiders — cities, which indicates that not everywhere local

Omsk (-15.5 thousand people) Bratsk (-7.6 thou-
sand people) and Usolye-Siberian (-6.2 thousand

people).

The Siberian Federal District is characterized by high
rates of expansion of the mining sector in capital cit-
ies of the region, the increase in the number of em-
ployees in which amounted to 91.52% over the last 6
years. The number of workers in the manufacturing
sector is declining, although at a lower rate than the
national average. As a result, the share of workers in
the manufacturing sector fell by 2%, partly offset by
the extractive sector, but mainly by the expansion of
the trade and services sector.

The city authorities contribute to the alignment of
the allocation of labor resources

Using the shift-share analysis by evaluating the lo-
cal effect, it was possible to identify the significant
contribution of the city authorities in enhancing
the attractiveness of the eastern and northern re-
gions for labor resources under the conditions of
restructuring and renewing of the Russian econ-
omy. In general, out of 98 cities surveyed, only 29,
or 29.6%, have a positive local factor value, which
does not completely cover the balance of changes

authorities pay sufficient attention to the creation
of favorable conditions to attract labor resources
to their territories.

Table 9 presents a part of the calculation of struc-
tural shifts in employment in Russian cities for
the period 2009-2015, differentiated by the mag-
nitude of the local factor LS.

Among the leading cities and laggards, there are
mainly “capitals” of regions, which is explained
by the scale of cities. The calculation of structural
shifts by absolute values brings to the forefront cit-
ies with a larger population. Attention is drawn to
the fact that in the first group there is a peripheral
city of Norilsk in the Siberian Federal District, the
increase in the number of employees in organiza-
tions by 4.45% is due to the influence of the local
LS factor.

It is also interesting that Tyumen and Blagovesh-
chensk, which are much smaller in population, at-
tract more than 2 times more workers than Kazan
in the Volga Federal District. This may mean that
“capitals” and “periphery” have equal chances in
using their own competitive advantages. It is only
the effective management of the municipality.

Table 8. Changes in the number of employees in organizations in cities of the Siberian Federal

District, 2009-2015, %

Source: calculated by the authors according to Rosstat.

Changes in the number of employees

The share in organizations
Type of activity ; em(;)fltt)otglent Including
¢ in2015 | Total ;
Capital cities Peripheral cities
Educaton 14.40 -6.86 ~ -6.68 -7.82
Hotels and restaurants 0.84 -8.85 -7.60 -13.47
Mining. o o 118 1079 9152 312
Other activites 14.82 -2.58 =1 -11.83
Health and social services 12.81 -0.63 046 =5.89
Manufacturing 17.02 -13.02 - -13.37 -11.86
Real estate operations, renting services ; 8.53 1.90 227 -1.53
motoreyclce, hosschold prodbts and pevaonal foms 852 786 | 3826 367
Other communal, social and personal services 3.67 -9.08 _—6.92 -21.02
\Ii/r;((étjction and distribution of electricity, gas and 4.54 1.01 3.31 _5.80
Agriculture, hunting and forestry 0.45 -11.29 ~ -10.40 —16.61
Construction 3.56 -1346 1495 =5.22
Transport and communication 9.65 -4.00 =217 -13.82
Total 100.00 —2.81 -1.69 -8.16
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Table 9. The calculation of structural shifts in employment in Russian cities, 2009-2015, thousand

people
Source: calculated by the authors according to Rosstat.
The number of ‘ .
employees in . The . Capital
City organizations NS . IS RS . LS Al  Federal cities(©,
: | District * | P&fiphera
2009 2015 : : : : ¢ " cities (P)
Tyumen 183,896 . 202,271 . 2,649 . -0455 1937 . 18119 Urb C
Blagoveshchensk 61154 74306 0881 0541 4695 17507 FEFD C
vioernbug  4wers a0y o sz oo 05 see um | c
Kazan . 342591 350365 4935 5933 1158 . 9930 VID C
Krasnoyarsk . 287,013 | 293,006 . 4134 . -4776 = -1993 = 8628 SFD C
Yuzhno-Sakhalinsk = 75,712 = 81,092 = 1,091 . 0305 = -3411 = 7395 FEFD e
Norilsk . 81,740 = 85543 = 1177 = 1,323 | 3243 7192 SFD P
Irkutsk 188,639 = 189,270 = 2,717 2107 = -5732 . 5753 SFD e
Perm 311,042 | 296247 . 4480  —-6,290 = —17,585 = 4,600 VED e
Magadan 34824 2911 0502 0503 6181 4209 FFDC
Kaliningrad 138,105 = 126,265 = 1989 | 1,463 = 5666 = 18,032 @ —11,840  NWFD e
Novy Urengoy 72,283 58925 = 1,041 . 1213 = 2,640 = 18253 . UPD P
Izhevsk | 219,498 192,787 = 3,162 = -4,705 & —6490 -18,677 @ -26711 . VFD e
Ufa 336488 322,404 4,847 = -3,831 . 3901  -19001 = -14,084  VFD e
Arkhangelsk 123,002 97758 1,772 -2,037 | -4743 20,236 = -25244 = NWFD C
Samara 399,609 369,313 5756 . -3,222 . -11,435 -21,396 = -30,296 @ VFD e
Togliatti 242425 188,019 = 3,492 = -9484 | 13159 34990 @ -53475 = VFD e
Nizhnevartovsk | 104,846 = 75687 1,510 = 0461 . 5201  -36331  -29159 = UFD P
Novosibirsk | 420944 = 419142 = 6,063 = -3,297 | 34739 -39,308 1802 . UFD e
Orenburg 260,688 = 186718 = 3755 = 4320 = 7050 . 66354 . 73970 . VFD . C

Note: *abbreviations in the table: NWFD - North-Western Federal District, VFD - Volga Federal District, UFD - Urals Federal
District, FEFD — Far-Eastern Federal District, SFD — Siberian Federal District.

We should also note that among the first ten cities, by
the magnitude of the local factor, six cities are on the
territory which considered unfit for residence and
work for a long time - the Far Eastern and Siberian
Federal Districts. This means that the city authorities
are able to make their own, decisive contribution to
the recruitment of manpower.

The city authorities of administrative centers of the
Ural, Far Eastern and Siberian Federal Districts are
leading in the competitive struggle to attract labor
resources.

At the same time, it can not be denied that state
support measures for economic restructuring
and renewing contribute to the increase in the
attractiveness of cities in the territories of the
Far East and Siberia. Public investment will
provide infrastructure, as well as co-financing
the construction of strategically important en-
terprises (Parlamentskaya gazeta: na Dalnem
Vostoke, 2017). The task of the city authorities
is to make maximum use of all possible support
measures provided by the federal center.

CONCLUSION AND DISCUSSIONS

The issues of the regional allocation of labor resources in the context of the state policy of economic re-
structuring and renewal have been discussed in the scientific literature.

It is proved that the economic restructuring and renewing policy is a means of transition of the state to
a higher stage of economic growth (Rostow, 1960), one of the consequences of this policy is changes in
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the allocation of labor resources (Tongxina et al., 2011). It was revealed that large cities influence deci-
sively the economic structure of states (Edgington, 1989), while the most important factor in economic
restructuring and renewal is labor mobility (Martynovich & Lundquist, 2016).

In this article, the authors attempted to identify the consequences of economic restructuring and re-
newal for the regional allocation of labor resources on the basis of the comparative analysis of cities
- “capitals” and “peripheries”. Such an aspect was not previously considered in the works. The analysis
of the number of employees in organizations in different economic sectors in 98 cities of five federal dis-
tricts of Russia in 2009-2015 made it possible to draw conclusions of scientific and practical importance.

First, it has been proved that restructuring and renewal of the Russian economy, as well as in other
countries, is accompanied by changes in the regional distribution of labor resources.

Secondly, positive and negative effects were revealed in the regional distribution of labor resources dur-
ing the period of restructuring and renovation of the Russian economy. Earlier, the scientists noted at
the trend of migration to the center and west of Russia in the 20" and 21* centuries (Kolomak, 2017). In
this study, the authors identified the flow of labor resources to the regions of the Ural, Siberian and Far
Eastern Federal Districts, which is a positive effect that facilitates equalization in the allocation of labor
resources in the federal districts of Russia.

Among the negative effects, the authors singled out the continuing expansion of the mining sector, “slow
dying” of peripheral cities, and reduction in the labor potential of cities and regions that were previ-
ously leaders in economic development. The findings of the study are consistent with the findings of Pan
and Song (2017) who, using the example of China, showed that regions with the “old economy” will be
forced to look more actively for ways to renovate their own economic structure. Otherwise, such regions
risk falling into the group of outsiders and there will be a new round of imbalance in regions’ develop-
ment, and economic growth in the country will be achieved by new leaders-regions (Ahrend, 2008).

The study also shows that in “peripheral” cities, the replacement of the manufacturing sector by the ten-
tiary sector takes place at a higher rate than in “capitals” of the region. At the same time, the share of the
number of workers in organizations in the tentiary sector has already reached 70%. Taking into account
that the indicators analyzed in the article do not include emploees involved in small business, this share
is actually even higher. For cities with traditional industrial specialization, which are quite numerous in
Russia, this situation can lead to the formation of the “unviable economic structure” in peripheral cities
and to the increase in the outflow of the able-bodied population to “capitals”.

The authors believe that, while maintaining the above trends in the economic structure of Russian
cities, the chances for success implementing the restructuring and renovation policy are small.
Supporting the raw materials sectors of the economy in the regions of the Far Eastern and Siberian
Federal Districts, the Russian government risks falling into the “bear trap” (Gaddy & Ickes, 2013) — a
situation where high natural rent makes investments more attractive to extractive industries, which
increases the problem of resource dependence. Such a conclusion can be as a good warning for deci-
sion-making authorities, but does not give grounds to the total denial of the restructuring and renewal
success. One of the reserves is to increase local self-government efficiency. The work shows that “capi-
tals” and “periphery” have the same chances in using competitive advantages of local territories. This
conclusion supports a general discussion on the role of regional authorities in the development of their
territories (Oduro-Ofori, 2011).

Prospects for further research. Prospects for further research are related to a comparative analysis of the

economic restructuring and renewal policy in Japan and China in order to adapt the positive experience
for Russian public administration.
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