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ASSESSMENT OF TOURISM DEVELOPMENT IN SHEKI-ZAGATALA 

ECONOMIC DISTRICT 

 

Shokhrat Izzat Alieva, Doctoral-Candidate, 

 

Department Organization and Management of Business, 

Sumgait State University, Sumgait, Azerbaijan Republic 

 

Abstract: Sheki-Zagatala tourist area in Azerbaijan is one of the unique 

geographical locations. Beautiful natural scenery of the area, plains and mountain 

forests and other attractive natural landscapes are ideal for recreation and tourism 

centers (Rustambekov, G.B., 2015). The Sheki-Zagatala economic district covers the 

administrative regions of Sheki, Zagatala, Balaken, Oguz, Gakh, and Gabala. 

Economic region is famous for mountain tourism and ecotourism, heritage and 

cultural tourism, event and adventure tourism, historical monuments and cultural 

tourism. 

Sheki and Gabala are predominant in both tourists and diversity. This is due to 

the fact that they are both cultural and tourism centers. On the other hand, recent 

international festivals and events have also had a profound effect on the number of 

tourists and their diversity. Such events include organization of bicycles, races; Silk 

Road International Music Festival, International Traditional Sweets Festival, Sheki 

International Theater Festival and Gabala International Music Festival are 

relevant. In every part that include economic region, the tourism potential was 

investigated, and development aspects were analyzed in this article. 

The main purpose of the article is to explore the potential of tourism in the Sheki-

Zagatala economic district, to exploit them more fully, and to identify promising 

opportunities. The article is based on information about the economic district's 

passport, geographical location, and historical monuments. Special analyzes were 

conducted based on analysis, synthesis and comparison methods. As a result, 

proposals on the quality, cost, personnel training, development of the existing 

potential and infrastructure in the economic region were reflected. 

 

Keywords: economic region, hunting tourism, hotels, recreation, ecotourism, 

historical monument 
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INTRODUCTION 

Detailed instructions for preparing the papers are listed in this template. Tourism 

represents the main routes of temporary residence and rest of the population both 

inside and outside the country. As a service, it reflects the value of tourism and meets 

all the needs of the person as a beneficial effect. Tourist services include dispatching, 

hotel provision, food and cultural service in hotels (Alirzayev, A.K., 2010). 

Tourism region of the economic region covers May-September mainly due to 

climatic conditions. However, because of recent work in the field of winter tourism, 

the influx of tourists is already increasing even in the cold winter days. Thus, the 

commissioning of the Tufan Mountain-Skiing Summer-Winter Recreation Complex 

in Gabala since January 2014 has allowed tourists to enjoy skiing and mountain 

sports in our country. 

Currently, all the district centers, which are included in the economic region, 

have a sufficiently high level of infrastructure (overnight, stay). Revenue from hotel 

and hotel-type businesses in the economic region is 6.9% of the national average, 

which is the third indicator after Baku (76.2%) and Guba-Khachmaz economic 

region (7%) (Nuriyev, A.H., 2004). 

Table 1 

Disposable position, place for hotel and hotel-type businesses 

№ 
Name of 

district 

2013 

year 
2014 year 2015 year 2016 year 

2017 

year 

01 Balaken 180 180 216 216 208 

02 Zagatala 357 357 377 377 391 

03 Gakh 469 564 564 611 521 

04 Sheki 760 760 785 808 511 

05 Oguz 120 120 138 138 138 

06 Gabala 488 488 503 2319 2539 

Sheki-Zagatala 

economic district 
2374 2469 2583 4469 4308 

Source: created by author, the table is based on the relevant materials of the State Statistical 

Committee 

 

Table 1 shows the disposable capacity of hotel and hotel-type businesses in the 

economic region in 2013 was 2374, 2469 in 2014, 2583 in 2015, 4469 in 2016, and 

4308 in 2017. In the economic region, the disposable capacity of hotel and hotel-



6 

type businesses in 2017 decreased by 4 percent compared to the previous year, but 

increased 1.8 times compared to 2013. Looking at the number of districts by years, 

the disposals in Balakan, Zagatala and Oguz remained stable, but in Sheki, Gakh and 

Gabala regions. This, in turn, is due to the commissioning of new tourist areas and 

hotels in those areas, as well as the increase in the number of tourists (Passport of 

Sheki-Zagatala economic district, 2011). 

Table 2 

Number of hotel and hotel type units, unit 

№ Name of district 
2013 

year 

2014 

year 

2015 

year 

2016 

year 

2017 

year 

01 Balaken 87 87 99 99 95 

02 Zagatala 155 155 170 170 177 

03 Gakh 191 225 225 255 227 

04 Sheki 306 306 320 320 242 

05 Oguz 43 43 62 62 67 

06 Gabala 199 199 196 1091 1097 

Sheki-Zagatala economic 

district 
981 1015 1072 1997 1900 

Source: created by author, the table is based on the relevant materials of the State Statistical 

Committee. 

Table 3 

Number of nights in hotel and hotel-type businesses, unit 

№ 
Name of 

district 

2013 

year 

2014 

year  

 

2015 

year 

2016 

year 

201 

year  

 

01 Balaken 16346 6772 6544 2045 2515 

02 Zagatala 6792 6693 6798 6113 7062 

03 Gakh 11107 13587 13582 13678 13719 

04 Sheki 11786 14612 15293 10883 11822 

05 Oguz 1820 808 1194 1650 2772 

06 Gabala 17020 17664 7653 300335 209903 

Sheki-Zagatala 

economic district 
64871 60136 51064 334704 247793 

Source: created by author, the table is based on the relevant materials of the State Statistical 

Committee 
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There is still a significant increase in the number of rooms. As shown in Table 

2, the number of hotel and hotel-type businesses in the economic district in 2017 

increased 2 times compared to 2013 and amounted to 1900 units. A significant 

increase here is in the Gabala region (1097 places), which is due to the 

commissioning of new hotels.  

Table 3 shows the number of nights in hotels and hotel-type businesses in the 

economic district in 2013 was 64871 units in 2013, 60136 in 2014, 51064 in 2015, 

334704 in 2016, and 247793 units in 2017. Analogically in Balakan region for years 

16346-6772-6544-2045-2515 unit, unit 6792-6693-6798-6113-7062 in Zagatala 

district, 11107-13587-13582-13678-13719 in Gakh region, 11786-14612-15293 in 

Shaki district -10883-11822 unit, unit 1820-808-1194-1650-2772 in Oguz region, 

17020-17664-7653-300335-209903 unit in Gabala district. The figures show that the 

number of nights in Zagatala, Gakh, Sheki, and Oguz regions changed at a small 

interval and gradually decreased in the Balaken region. Although there has been a 

significant increase in Gabala in previous years, it has declined in part in 2017. This 

can also be seen in the number of people placed in hotels and hotel-type businesses. 

(Table 4). 

Table 4 

Number of persons accommodated in hotel and hotel-type businesses, p.p. 

№ 
Name of 

district 

2013 

year 

2014 

year 

2015 

year 

2016 

year 

2017 

year 

01 Balaken 5398 3805 2363 1264 1517 

02 Zagatala 5544 5556 5562 5596 5623 

03 Gakh 3530 3791 3525 3719 3931 

04 Sheki 9655 12293 12826 9265 10544 

05 Oguz 1820 808 1095 1495 2567 

06 Gabala 5927 5824 5909 165225 141317 

Sheki-Zagatala 

economic district 
31874 32077 31280 186564 165499 

Source: created by author, the table is based on the relevant materials of the State Statistical 

Committee 

 

Compared to the previous year, hotel and hotel-type businesses have been 

growing at a steady pace. Thus, the analysis shows that although the Sheki and 

Gabala regions are ahead of the tourist population, the Balaken and Oguz regions are 
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relatively backward. While the number and variety of recreational facilities in Shaki 

are considered attractive for tourists, the Gabala region is characterized by a higher 

level of infrastructure (overnight, stay). In 2017, 18.5% of the total number of 

visitors, or 80,311, account for the Sheki-Zagatala economic district. According to 

statistical data, the most visited area by foreign citizens in the economic district is 

Gabala (62,194 people) and the least visited area is Balakan (1389 people). A similar 

situation is observed in the number of nights. 

 

Figure 1: Composition of tourists arriving in  

Sheki-Zagatala economic district for the purpose of visit, in percent 

Source: compiled by the author based on relevant materials of the State Statistical Committee 

 

According to the analysis of Figure 1, 84% of tourists arriving in the economic 

region were targeted for recreational tourism, 11% for business tourism, 3% for 

tourism, and 2% for other types of tourism. As can be seen from the diagram, tourists 

come to the region mainly for recreational purposes. Overall, in 2017, the economic 

district ranked second in terms of recreational tourism. Tourists visited Shaki and 

Gabala regions for recreational tourism, Gabala, Zagatala and Balaken for business 

purposes, and Gabala and Balaken for medical tourism. For other purposes, Gabala, 

Oguz and Zagatala regions are predominant here. According to the list of hotels that 

were registered by the Ministry of Culture and Tourism of the Republic of Azerbaijan 

in 2017, the star classification of hotels currently operating in the region is as follows 

(Figure 2). 

43260
5458

1524

1120

recreation entertainment tourism business tourism

treatment tourism for other tourism purposes
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Figure 2: Hotel star classification, in units  

Source: created by author 

 

As you can see from Figure 2, there are three 3-star two, four-star, five-and-5-

star and eight-star hotels in the region. 

1.Tourism in Balakan  

It is the smallest district in the region due to the Balakan area (940 sq. Km). 

Nevertheless, the region's rich natural landscape and untouched forests play a special 

role in attracting tourists. In addition, the presence of historical architectural 

monuments is also a stimulating factor. There are 8 national and 17 local historical 

and cultural monuments in the region (8). 

The famous tourist attraction of the region is a 4-star hotel that meets 

international standards, 9 VIP, 24 standards, 30 Deluxe, and 63 Qubek hotels. On the 

fifth floor of the hotel there is a cafeteria and café for 120 people. There are indoor 

and outdoor pools for children to rest and relax.  

Many types of tourism (ecological, exotic, sports, family, etc.) can be developed 

here due to the natural conditions of Balakan district and the presence of historical 

and cultural sites. Note that the Yevlakh-Sheki-Tbilisi highway runs through the 

region. There is an airline between Baku and Balakan.  

2. Zagatala region is also one of the most favorable for the development of 

tourism businesses. The region has 24 historical and cultural monuments of 

importance of 82 countries. The Zagatala State Reserve, which has an area of 23,800 

hectares, also plays an invaluable role in the development of ecotourism. Zagatala 

has the conditions for the establishment of a hunting farm on a total of 30,000 

hectares in the Qabizdərə, Pipan, Silov, Parzivan, Pəri Qalası and more. There are 

ample opportunities for the construction of tourist centers in such areas.  

0

5
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Yevlakh-Balakan highway passes through Zagatala region. There is a railway 

station and the airport of republican significance (Enright, M.J., 2000). 

3. Tourism analysis in Gakh region 

The Gakh region is 500 m above sea level. The height of the area varies from 

about 100m on the shores of Lake Hajinohur to 3480m in the slope of the main 

Caucasus range (the highest among the slopes facing a number of mountains or 

mountain ranges). Located at the foot of the Caucasus Mountains, this region attracts 

tourists with its unique nature and existing historical monuments. The slopes of the 

main Caucasus range are steep and sloping. This, in turn, gives the region its 

mysterious beauty. There are 1 world-importance, 21 country-importance, 45-local 

important and real estate historical and cultural monuments in the region (8).  

The rich nature and historical and cultural objects of the Gakh region are 

important potential for the development of tourism. At present, there are 12 hotels 

and hotel-type businesses centers  in the district. Many  types of tourism, such as 

ecology, treatment and recreation are widely spread in the Gakh region. 

 Eco-tourism (rural green) has begun to develop in the area recently. Thus, 

there was a greater interest in staying in private homes, as in  hotels, because of the 

exotic nature of the area. The analysis shows that rural green tourism is mainly used 

by local tourists. Thus, relaxing in simple country houses is more attractive to 

tourists and their number is growing. The development of green tourism will also 

improve the living conditions of rural families; 

 The region also has favorable conditions for the development of seasonal 

hunting, horseback riding, mountain, winter and other types of tourism. Natural 

resources, rich fauna and flora of the region have also contributed to the development 

of ecotourism here. Mountain, winter and pedestrian tourism are developing 

especially in Gakh. In addition, the Gakh region is rich in healing and resort 

resources. However, these opportunities are not being used properly at present. 

Availability of abundant mineral water resources makes it necessary to create 

climatic and balneological resorts in the region. In the villages of Ilisu and Saribash, 

thermal springs have been used for folk medicine since ancient times. Not far from 

the village of Ilisu, on the shores of the Bath River, Oğlan bulaq, Qız bulaq, and the 

pools called the bath, healed hundreds of patients who were there. In most cases, the 

water of these springs was overflowing. Currently, the water from these springs has 

been brought to the Uludag Mountain Recreation Center with therapeutic baths. As 

a result, there is no longer a long and frustrating way to use water for medical 
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purposes. Patients in the center began to use this curative water in comfortable rooms 

with all sorts of conditions (http://www.baku-art.az.). 

4. Tourism potential in the Sheki region 

Sheki region is not only a commercial center of the region, but also an attractive 

tourism center. Natural and climatic factors, cultural and domestic monuments, types 

of crafts, non-tinted kitchen designs bring great popularity to the region. There are 

two world, 13 countries, 33 local historical sites, 31 archaeological monuments, 4 

parks, parks, monuments and memorials in Sheki district (Results of the third year 

of implementation of the State Program on socio-economic development of regions 

of the Republic of Azerbaijan for 2009-2013). 

In recent years, the city of Sheki has become one of the most attractive 

destinations for tourism, not only in the country, but also abroad. Several types of 

tourism in the region - historical monuments and cultural tourism, ecotourism, 

hunting tourism and business tourism are systematically developing. For this reason, 

the number of recreational and service facilities is growing. 

At present, there are 21 hotels and hotel-type facilities in the district. It should 

also be noted that there is a need to increase the number of the area as tourism season 

exceeds the demand for hotel services in the area. To do this, it is necessary to rebuild 

the unused Green Hotel, to complete the unfinished Monolite Plaza Hotel, as well as 

to build new hotels. In addition, the preservation and development of undeveloped 

recreational facilities are important for tourism development in the region. For 

example, the restoration of the medieval Gavur castle in Bash Keldak village, the 

establishment of a zoo in the district, the organization of hiking and hiking from the 

Gokhmok Mountains on the Kish River, as well as the development of tourism. 

5. Tourism in the Oguz. 

One of the regions with rich tourism potential in Azerbaijan is Oguz region. The 

Oguz Mountains, the gorgeous pastures, the green forests, the cold springs and the 

rivers have attracted both local residents and visitors. The district is also one of the 

oldest human settlements in the world. For this reason, Oguz region is also 

considered as favorable for tourism development. There are 17 countries and 15 local 

historical monuments in the Oguz region (8). Currently, there are 4 tourism centers, 

5 hotels and more than 10 family recreation centers in the district. In order to attract 

tourists, there is a need for construction of new modern recreation centers and major 

repairs of historical monuments in the district. Also, preservation and development 
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of existing cultural values and traditions is one of the important issues for the 

development of tourism in the region. 

6. Current state of tourism in Gabala 

Gabala region is one of the regions that is already known as a tourist destination 

not only in our country but also abroad. Reliance on tourism potential of the region 

includes climate, rivers, rivers, waterfalls, mineral and non-mineral springs, forest 

cover, monuments, museums, high-level tourism and leisure facilities, infrastructure, 

etc. can be referred to as There are ancient Albanian temples in different parts of the 

district. There are 63 countries and 29 local historical monuments in the Gabala 

region (8). 

Gabala, one of the charming places of Azerbaijan, is very attractive both for 

local and foreign tourists due to its natural conditions, geographical location and 

current history. The fact that the region hosts international cultural events in recent 

years is also one of the factors that have a positive impact on the number of tourists. 

Such events include the annual Gabala International Music Festival, the Murabba 

Festival, etc. can be shown. In addition, at the X conference of the member states of 

the Organization of Islamic Cooperation (OIC) in Gabala, 2020 was elected the 

"Tourism Capital of the Islamic World". 

The modern type of Gabala International Airport, a well-developed 

infrastructure, a network of high-end hotels in terms of number and luxury, 

availability of the country's largest amusement park, winter tourism brand Tufan 

Mountain has now become a region. There are 28 tourism enterprises in the region. 

During the day, these facilities can offer up to 2,500 guests, including national, 

Turkish and European cuisine, and modern hoteling, forest walks, horseback riding, 

fishing, boat riding, sightseeing and tourist attractions in the area 

(http://www.azerbaijan-news.az.). 

Gabala region is one of the leading regions in the region due to the diversity and 

level of development of its tourism infrastructure. This has turned Gabala into an 

attractive destination for both local and foreign tourists. Let's note that, not only in 

Azerbaijan, but in the whole Caucasus, the largest outdoor amusement park 

"Gabaland" is located here. The park is 16 hectares. 

 

RESULTS AND FINDINGS 

In Shaki-Zagatala economic region, all types of tourism have developed to some 

extent. Considering that the main area of activity of the district is agriculture, there 

http://www.azerbaijan-news.az/
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are great opportunities for developing agro-tourism, which has become very popular 

in Europe in recent years. Thus, many tourists prefer to spend their holidays on 

farms. This type of tourism is driven by the need to avoid environmentally friendly 

agricultural products and landscape. The number of such farms in the European 

Union exceeds 600,000. Landscape exoticism opens up great opportunities for 

agritourism. Agriculture accounts for 36% of the region's economy (as of 

01.01.2018). At present there are over 200 peasant farms in the region. It is not 

possible to provide trainings to rural farmers to serve tourists, but there are 

opportunities to stay in mountainous villages and these opportunities should be used. 

In addition, agro-tours should be promoted by tourism companies, and routes should 

be identified. It should be noted that although the economic potential of the region 

is widely used, there are still some problems in this area. This also has a negative 

impact on the attraction of tourists and the number of tourists. Although a number of 

exhibitions have been held in different countries in recent times, this is not enough 

to attract tourists. The main problem is price and service. Thus, as the service level 

rises, prices must be lowered, and new management technologies must be used 

(Jabrayilov, I.I., 2018). 

One of the factors that distract tourists is the level of cleanliness in cafes and 

restaurants. inadequacy of the parable in the space, the image of the staff - the initial 

impression of the level of service. Although the locations preferred by tourists may 

vary partly due to their cleanliness, this problem still remains a problem in outdoor 

catering facilities. Currently, there are two hunting farms in the region. These are the 

Sheki and Gakh hunting farms. Sheki Hunting Farm covers 60,000 hectares in Shaki 

and Oguz regions. Gakh Hunting is located in the Gakh region of 2,700 hectares. 

Hunting season in the region covers June-November. Compared to previous years, 

interest in hunting tourism is growing. However, the high cost of hunting animals 

compared to other countries is one of the reasons that impede the development of 

this type of tourism. On the other hand, taking into account the development of 

hunting tourism, measures for the conservation and reproduction of hunting animals 

should also be strengthened. 
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IN AZERBAIJAN 
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Baku State University, Baku, Azerbaijan 

 

Abstract: In modern times, international economic relations with international 

organizations play an important role in the development of the country's economy. 

Cooperation with international financial institutions has become one of the main 

principles of economic policy of almost all countries. Azerbaijan cooperates with a 

number of international organizations and cooperates with international financial 

institutions. The article highlights the key features of Azerbaijan's membership in the 

World Bank, its cooperation with this organization in modern conditions, the 

analysis of investments made by this organization and the prospects for maximizing 

the use of these institutions for the benefit of our country. 

 

Keywords: investment, cooperation, national economy, innovative activities, 

productions 

 

INTRODUCTION 

The World Bank has been operating in Azerbaijan since 1992. A lot has been 

done in Azerbaijan since the beginning of the year: the oil fund management reform 

program has been done, the farms have been privatized and distributed to the 

peasants, important infrastructure facilities have been restored, assistance to the 

settlement and rehabilitation of IDPs, improved educational support. The World 

Bank has been operating in Azerbaijan since 1992. A lot has been done in Azerbaijan 

since the beginning of the year: the oil fund management reform program has been 

done, the farms have been privatized and distributed to the peasants, important 

infrastructure facilities have been restored, assistance to the settlement and 

rehabilitation of IDPs, improved educational support. 
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MATERIALS AND METHODS 

The methodological and theoretical basis of the research is scientific works on 

cooperation of Azerbaijan with World Bank, on the problems of investment. The 

validity of the obtained results is confirmed by the use of various generally accepted 

and specific methods: theoretical generalization, abstraction, analysis, comparison 

and systematization, a systematic approach. 

 

RESULTS 

The World Bank opened its first loan to Azerbaijan on April 20, 1995 to finance 

the oil sector technical assistance project. 20.8 million. The US dollar loan would be 

provided by the IDA, one of the key institutions of the World Bank. The loan was 

intended to provide advisory services to encourage foreign private investment in the 

oil sector and to address the current problems in Azerbaijan's oil industry. 

The oil sector of Azerbaijan is developing according to the schedule, supported 

by investments of $8 billion over the period of 2002-2005. The first phase of the 

ACG Phase 1 development and production project was produced in February 2005, 

and currently the daily oil production in the project is 136,000 barrels of crude oil. 

Various factors have affected the BTC pipeline, which has been delayed for more 

than a year, due to the extremely complex construction process. BTC began shipping 

crude oil through the pipeline in May 2005. Oil reached Jeyhan in May 2006. 

The Bank Group has played a leading role in helping realize the potential of the 

oil sector, not only in obtaining funding for the oil field project and the construction 

of the BTC pipeline, but also playing a key role in ensuring the highest social, 

environmental and safety standards. The International Finance Corporation (IFC) 

has supported the second phase of the development of the ACG phase 1 oil field in 

Azerbaijan and the BTC pipeline in FY 2004, with US $ 61.43 million in loans and 

US $ 31 million through joint financing. The IFC has played a key role in facilitating 

the meetings of many partners in the country, inviting local people, NGOs and other 

parties to raise concerns about the BTC route. In Azerbaijan, a number of 

independent organizations, including NGOs and IFC environmental and social 

workers, are regularly monitoring the project. During the construction of the BTC 

pipeline, IFC employees participated in environmental (four times a year) and social 

missions (twice a year). The IFC also maintains regular contact with the design 

consultants acting on behalf of the group of creditors with the Caspian Development 

Advisory Board, which advises BP on its activities in the region. As discussed in the 
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first direction, with the focus of the Oil Fund, budget systems, OMCP and DIP, the 

IDA has played an important role in establishing the necessary structures for 

transparency in the use and monitoring of revenues in Azerbaijan. These institutional 

reforms have played a special role in creating a governance framework that will 

allow long-term and large-scale funding for international oil companies and banks. 

In February 2004, the EBRD provided $ 125 million in financial support for the 

construction of a $ 3.6 billion BTC pipeline. BTC is the largest pipeline to export 

Caspian oil to European markets. This pipeline extends 1760 km from Georgia to 

the Mediterranean coast of Turkey. in length. Completed in early 2005, the pipeline 

has a capacity of 1 million barrels of crude oil daily. This new energy corridor, which 

runs through the Caucasus region, is operated by a joint consortium of 11 countries 

and international oil companies, led by BP. 

The IBRD is also providing $ 300 million to our government to successfully 

complete the Shah Deniz project. 

The IBRD has provided $ 100 million in funding to five members of the 

Azerbaijan International Oil Consortium and $ 45 million for PS Mishovdag-

Kalamattin, which is affiliated with the Karasu Development Company / Kura 

Valley Holding. The Bank also provided financial support for the development of 

ACG and the construction of the Baku-Tbilisi Ceyhan oil pipeline. In 2004, the Bank 

undertook financing of two projects in the gas sector: Construction of the South 

Caucasus pipeline for gas compression and export of gas to the Turkish market. 

On August 22, 1995, $ 65 million was allocated for the rehabilitation program 

to support Azerbaijan's economic reform program and economic reforms. US $ - 

Credit Rehabilitation. 

The purpose of the Rehabilitation Loan is to support the Government's vision 

for structural reforms and the development of macroeconomic reforms in 

Azerbaijan. Structural reforms include privatization, full-fledged management and 

enterprise restructuring, private sector development, competitive and antimonopoly 

policies, and banking sector reform. Changes in the areas mentioned will 

complement the developments in the social security system. 

The government's privatization program recognizes the need for the 

privatization of most enterprises. While the Government of Azerbaijan, in close 

cooperation with the World Bank, adopted the state privatization program for 1995-

1998, the work was completed. About two-thirds of state-owned enterprises in the 

agricultural sector were privatized in the first part of privatization. But the biggest 
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mistake is that the state does not provide any assistance in the form of loans, tax 

deductions or export subsidies to increase the profitability and development of the 

privatized enterprises. This is also the reason why the main goal of privatization is 

to achieve the goals of reviving the economy, increasing production and reducing 

unemployment. 

In addition to privatization, the government is implementing a wide range of 

programs to make radical changes in state-owned enterprises. The following 

activities are being carried out within the framework of this program: 

 Increase the state banks' creditworthiness and prevent the loss-making state 

enterprises from obtaining loans from these banks; 

 Enforce bankruptcy rules and accelerate the development of corporate debt 

repayment rules; 

 Development of joint venture management. 

Private sector development is an integral part of the government's economic 

transformation strategy. The decision to establish a new banking system in 

Azerbaijan was drafted in 1992. Then the number of private jars began to increase 

rapidly due to some demand. Currently, there are about 50 banks in Azerbaijan. 

Since 1999, the Government of Azerbaijan plans to privatize all other banks except 

the Central Bank. 

Transparency of markets is one of the key factors for enterprise reform and 

private sector development. Government activities in this area are divided into two 

parts: 

1. Development of competition. As public procurement companies are 

privatized and accelerating agricultural reforms, efforts will be made to create a 

competitive environment among the sector's enterprises. 

2. Prevention of monopoly development. Some measures will be taken to gain 

antimonopoly laws' operating space. The Rehabilitation Credit is provided in foreign 

currency to help finance the imports that the economy needs. This loan is for 35 

years and has no interest. The loan was fully spent until December 1996. 

Loans provided by international financial institutions have contributed to the 

structural changes in the country and the implementation of important economic 

measures. In 1995 alone, the World Bank provided $ 65 million to Azerbaijan for a 

rehabilitation project. In 1997, the bank financed six major projects worth $ 195 

million in the country. An agreement has been reached with international financial 

institutions to open $ 700 million credit channels to Azerbaijan since 1997. However, 
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this does not mean that after the implementation of this program in the Republic, 

targeted social assistance will be refused. There are families who need help every 

month. There are young children in the family, the head of the family is missing, or 

the family is disabled. Naturally, targeted families will continue to receive targeted 

social assistance. But at the same time, mechanisms need to be put in place to ensure 

that these benefits do not lead to additional elements of corruption. If there are 

elements of corruption in the provision of lump sum aid, this will reduce the 

effectiveness of the program. Therefore, mechanisms to provide assistance to low-

income families should be developed first. Targeted social assistance has also been 

described as one of the most serious programs in World Bank reports. In this case, 

positive results can be achieved if control is strengthened and assistance mechanisms 

are improved. There are already cases in the world practice of one-time state support 

to low-income families. There are even countries where the state provides one-time 

aid to all citizens of the country from oil money. In this sense, providing one-time 

assistance to poor families is a positive step at first sight. However, mechanisms 

should be worked out so that these donations do not lead to additional elements of 

corruption. 

In any case, given the fact that all the actions and projects that are to be done 

and implemented have the same purpose, it is encouraging that there is no basis for 

concern. As for the purpose, the purpose is very clear. The main objective is to 

improve the living conditions of low-income families and to make the country 

economically viable. 

With regard to structural changes, the state has begun to implement a 

fundamental reform program. The country's leadership initiative was also supported 

by international financial institutions, including the World Bank, which provided $ 

65 million in concessional loans to assist the structural reforms program in 1995. 

In 1995, a $ 18 million technical assistance project for institutional development 

and a $ 61 million Baku Water Supply Improvement Loan were approved to assist 

strengthening government agencies responsible for developing and implementing 

economic reform programs. The water supply project was designed to improve the 

efficiency of Baku's water supply system in order to eliminate the risk of 

deteriorating public health, as well as to assist in the long-term reconstruction and 

development of municipal water supply systems. 

In July 1995, $ 18 million was allocated under the Technical Assistance for 

Structural Changes project to support the aforementioned structural reforms in 
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Azerbaijan. The third loan in the amount of $ 3 million was issued. The main topics 

of this project are: 

 To assist the government in the short term to develop and implement 

reforms to transition to a market economy system; 

 To guarantee that the reforms in Azerbaijan will have the potential to 

develop in the medium term. 

IFC, together with the Swiss Government Trust Fund, organized the 

International Investment Conference in Baku in 2003. The IFC, together with the 

Dutch Government Trust Fund, aims to enhance the capacity of the oil and gas 

industry in Azerbaijan by facilitating the establishment of the Baku Stock Exchange 

and the State Securities Committee, improving leasing and access to corporate 

governance finance, and lending local business development services. and 

implements technical assistance projects in the areas of SME coordination. 

The Bank's support included structured credit and AMFs through intensive 

policy dialogue with infrastructure investments, social sector and rural development 

investments. Given the availability of key oil and gas revenues, the Bank's overall 

strategy is to provide high-quality technical expertise and know-how for enhancing 

governance, identifying and prioritizing policy reforms, disseminating international 

development experience, and developing and implementing public investment 

projects. has been made. 

More than forty projects totaling more than $ 3 billion have been implemented 

since 1995. By January 1, 2011: Approximately $ 3 billion 500 million was allocated 

for a total of 50 projects. 30 projects have already been implemented. Some of these 

projects have also been aimed at structural reforms. As a whole, Azerbaijan has been 

developing a link with the World Bank. Azerbaijan's capital is $ 3.5 million one of 

the biggest problems of the city, Baku, is its poor water supply system. The reasons 

for this problem are the failure of the policy and evaluation system in the sector, the 

lack of resources, the lack of technical equipment, and the inability to perform the 

reconstruction of water pipelines and equipment for water transport. For many years, 

the agricultural sector has not been at the forefront in the distribution of water 

resources. Therefore, there were some problems with the distribution of water to the 

sectors. 

Significant investments are required to restore and improve water and sanitation 

systems throughout Azerbaijan, not only in Baku, but also in secondary cities. 

Second-tier cities selected as part of the National Water Supply and Sanitation Route 
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Project will finance the production and distribution of water and the repair and 

rehabilitation of sewage systems. Through a sector-wide approach, they will support 

Azersu and its affiliates at the secondary level of the city to improve their potential, 

organizational and business efficiency, commercial and financial sustainability. The 

proposed series of projects can, at a later stage, extend its scope from water and 

sanitation to other areas of urban regeneration. 

Recently, this problem has become even worse due to the deterioration of the 

water supply system. There were some restrictions on the sector's water distribution 

system. Some families were able to use the water line for only 6 hours a day. Poor 

quality of water has led to the spread of infectious diseases among urban residents. 

World Bank allocates $ 61 million to improve water supply in Baku US dollars. The 

loan will be used to modernize the water supply system in Baku and improve its 

efficiency. The main purpose of the loan is: a) reconstruction of Baku water supply 

system; b) Assist the Government in the construction of new water systems that will 

be used for longer periods. 

The social impacts and results of the project were carefully analyzed in order to 

measure how the project will impact the population of Baku during the project 

development, to facilitate dialogue and communication between the Baku Water 

Supply Department and water users. During the analysis, water supply was carried 

out based on the current state of water supply of enterprises and population, held 

informal meetings with deputies, cooperation with media representatives and 

international private organizations. As a result of the analysis, there are some, but 

very serious, problems with water supply and water quality for most of the 

population and most businesses. In addition, the analysis revealed that the main 

causes of water supply failures were the loss of water due to pipe leakage, unlawful 

connections to the water line, and insufficient water supply and pressure. According 

to the analysis, 40-50% of the water bills remain unpaid, but the costs of ready, 

purified water that families receive from other sources are 17 times higher than the 

monthly cost of the state water pipeline. 

 

DISCUSSION AND CONCLUSIONS 

The project, implemented in June 1995, had 3 main objectives: 

a) Needs Orientation ($ 6.7 million) - About 15,000 water meters will be 

installed in the right places for more efficient use of water, and the water use fee 

system will be re-established. 
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b) Material and technical base needs ($ 28.7 million) - Trucks, hoisting cranes, 

buses and construction technology will be used to carry out the necessary work to 

modernize the water supply system, and the workshops will be restored. 

c) Water Supply Modification ($ 39.5 million) - Major repairs of water 

treatment facilities in the Jeyranbatan Lake and Kura River, with 13 major water 

pumping stations and 251 water pumping stations, will be provided with new electric 

transformers, pumps and water pipes. Water points at each water source, and water 

meters at the main transmission lines would be essentially changed. 

The government has made the provision of reliable water and sanitation services 

a priority for the country. The World Bank and the Government support this priority. 

The purpose of the World Bank-supported projects is to increase the number of people 

using better water and sanitation from 100,000 to 1,000,000 by the end of the CPS 

period. The second objective is to increase the reliability of the water supply to the 

population. The main means for achieving these results will be National Water Supply 

Projects 1 and 2. Depending on the implementation status of these projects, the Bank 

may also consider the next Water Supply Project. IFC may consider expanding its 

advisory services or investment support if it has the potential to be involved in the 

private sector, but there is currently no consensus. In October 1995, the IDB signed a 

$ 23 million loan agreement to rehabilitate 2.5 million residents in Baku. This 

investment program has three goals: meeting water demand; strengthening of 

protection of devices; strengthening of water supply and production. 

The major part of this project was the transformation of Baku City into the 

Absheron Regional Water Company under the name of a joint stock company as a 

result of the corporatization of the state water system. It has partnered with Western 

companies to develop operations to better serve financial and water consumers. At 

the same time, the tariffs remain in line with the possibilities. The total project cost 

was US $ 95 million and was implemented with the support of the Government of 

Azerbaijan and the World Bank. 

The Greater Baku Water Supply Rehabilitation Project was implemented in 

1996-2001 and was implemented by Azersu OJSC. The amount of the loan involved 

in the project is US $ 65.99 million. US dollars and additional funds were provided 

by the Swiss State Secretariat for Economic Affairs. The objectives of the project 

are: to improve the water supply system in a short period of time and to restore the 

water supply to Baku, mainly the poor; improvement of the water supply system in 

general; lay the foundation for long-term planning and restoration. 
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The Bank has issued $ 12.92 million for the purpose of eliminating the damage 

caused to the water supply facilities as a result of the 2000 earthquake in Baku. 

Additional funds in the amount of USD. 

Currently, the World Bank's water specialists are developing a “Grand Baku 

General Plan”. The plan will address the problem of inefficient water distribution in 

Baku, including the analysis of existing water lines and the creation of a new 

hydraulic model. 

World Bank to allocate $ 80 million for development of water user associations 

in Azerbaijan on April 27, 2011 Approved loan allocation for US $ The loan is $ 

76.8 million. International Development Association, $ 3.2 million. dollars will be 

allocated by the International Bank for Reconstruction and Development. The total 

cost of the project is $ 114.3 million. The remaining $ 34.3 million. US dollars are 

part of the government of Azerbaijan. The main objective of the project is to improve 

the management of irrigation systems in the country. The project will cover nearly 

900,000 hectares of land with 379 water user associations in Azerbaijan and 760,000 

small farms. In addition to various training, the project envisages reconstruction of 

drainage and irrigation canals with a length of 3,000 km. Since 1992, the World Bank 

has provided approximately $ 2.9 billion to 43 projects in Azerbaijan. dollars. 

The National Water Supply and Sewerage Project, funded by the Government 

of Azerbaijan and the World Bank, continues to provide reliable and sustainable 

water supply and sewerage services in 14 cities and regions of the country. Water 

supply and sewerage systems will be established in Bilasuvar, Gabala, Shamakhi, 

Saatli, Hajigabul, Gazakh, Guba, Gakh, Mingachevir, Sabirabad, Samukh, Shamkir, 

Tartar regions and Khirdalan. 

At the same time, to ensure harmonious functioning of the water supply and 

sewerage system, appropriate repair and restoration works were carried out, 

operative measures were taken to eliminate water and sewer accidents and other 

measures. 
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Abstract: The topicality of the research theme is that China, as a major player, 

has a leading role in the spreading scientific and technical progress. China's 

innovative development is affecting its competitiveness in the world. Thus, it is 

necessary to study the main indicators of China's innovative and technological 

potential. The purpose of the research is to analyze the current trends of innovations 

in China and to determine their role in shaping China's international 

competitiveness. The subject of the research is China's innovative economy.  
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INTRODUCTION 

In the conditions of globalization and technology development, the question of 

innovation introduction in order to consolidate the position of any state in the world 

market of high-tech and information-intellectual products is coming to the fore. 

Since the XXI century is considered the time of information and communication, 

digital technologies permeate all spheres of human activity. 

At the stage of international technology trade development, China is increasing 

its production and technological capacity. Its gradual transition from a plagiarist to 

an innovator indicates that China is claiming the role of the world leader in 

innovations. 

 

MATERIALS AND METHODS 

The works of the following scientists are dedicated to the innovative 

development of China: O. Moroz, T. Jokush, L. Lijian, L. Antonyuk, O. Khomenko, 

N. Bezrukov and others. 
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The following research methods are used: the method of analysis to identify 

development trends of the components of the China's Global Innovation Index, the 

statistical method - to track the dynamics of foreign direct investment (FDI) in 

China's economy, the number of researchers and the cost of research and 

development projects (R&D). As a result, we have determined that the Global 

Innovation Index is 54.82 points. We analyzed the current trends in China's 

innovative development. 

 

RESULTS 

China, as a leading country in the world, has an important role in conducting 

modern scientific and technological research. The mechanism for promoting 

innovation development in China is to support state-owned enterprises with 

innovative technologies, a targeted program to encourage technological innovation 

through preferential taxation of enterprises with innovative technologies, and to 

provide preferential credits for introduction of these technologies into production. 

There are also industry technology centers that together with research institutes, are 

engaged in scientific development in order to bring them into production to enhance 

the competitiveness of major industries. If to analyze the main indicators of China's 

innovative development, namely: The Global Innovation Index - 54.82 points (14th 

place out of 129, 2019), high-tech products' exports - 32% of industrial exports 

(2018), we see that China's innovation potential is high enough to claim the status of 

an innovation leader, since China is a major competitor for the USA, Japan and 

Sweden. China holds a high position in the separate components of the Global 

Innovation Index (Figure 1). 

 

Figure 1: Components of China's Global Innovation Index (ranked) 

Source: formed according to [4] 
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The key role in promoting and stimulating innovative development belongs to 

the Government of China, which has developed and implemented a number of 

programs. The basic documents regulating the priority spheres of the Chinese 

economy development according to the innovative model are the Medium- and long-

term Science and Technology development program 2006-2020 and the long-term 

strategy "The Roadmap of the Science and Technology development by 2050" [2]. 

These programs formed the basis of the Thirteenth national five-year plan, in which 

the strategic priorities for China's innovative development are in line with the trends 

of the Fourth Industrial Revolution. 

In 2015, the Chinese government approved the innovation development strategy 

"Made in China-2025" as a part of the long-term innovation development strategy 

and the Thirteenth national five-year plan [2]. 

The main priorities are: 

1) To increase the productivity of China’s innovation potential; 

2) To promote the deepening of information and industrialization integration; 

3) To strengthen fundamental science in industry; 

4) To prioritize the quality and branding of the country; 

5) To develop «green» production; 

6) To promote an innovative progress in ten key sectors - new generation 

information technology, robotics and production automation, aerospace, high-tech 

ocean exploration equipment, the latest transportation technologies in rail and road, 

energy-efficient technologies, agricultural innovations, new materials and 

biomedicine; 

7) To restructure the manufacturing industry; 

8) To develop the services sector; 

9) To increase the level of production internationalization. 

The main organizational forms of infrastructure support for innovative business 

development are the China National High-Tech Industrial Development Zones or 

techno parks. China's techno parks include a manufacturing area and a science center 

[6, p. 37]. Due to this, scientific and entrepreneurial potentials, venture capital are 

concentrated in one place. Because of their interaction, significant development is 

obtained in the fields of engineering science, based on which many high-tech 

companies grow. 

In 1990, the state plan of the priority implementation of scientific and 

technological achievements began to come into force, the sources of financing were 
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mainly state credits, capital investments, own funds of enterprises, public savings, 

the funds of industries or provinces [6, p. 38]. This greatly resulted in the 

development of innovative entrepreneurship in existing and newly created techno 

parks. 

In addition to the preferential conditions provided by the central government, 

local administrations and Zone Management Committees are also developing 

additional preferential offers to encourage and attract national and foreign investors. 

At this stage, an effective system of institutional support for China's innovation 

activity is the creation of special economic zones (Shenzhen, Xiamen, Shantou, 

Sichuan, Shaanxi, Sichiang - Uygur Autonomous Region, etc.) [5]. These zones 

provide preferential conditions for investment, which has led to large FDI attraction 

and receiving advanced technologies (Figure 2). 

 

Figure 2: FDI Volume in China's economy (Billion USD) 

Source: formed according to [3] 
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Figure 3. Dynamics of growth in the number of researchers 

in the R&D sector (per million inhabitants) 

Source: formed according to [3] 

 

Therefore, the Government of China sees its further innovation and economic 

development precisely through the development of intellectual resources within the 

country, creating necessary conditions for the modernization of education because 

of the technology market development. 

There are three sources of technological innovations in China: 

1) Obtaining new foreign technologies through foreign trade, including the 

transfer of copyrights and their licensing, as well as the import of high-tech means 

of production; 

2) Receiving foreign machineries in the process of FDI attraction; 

3) Owning technological innovations, obtained by the growth in national costs 

on R&D (Figure 4). 

 

Figure 4: R&D costs (% of GDP) 

Source: formed according to [3] 
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Smart cities development is one of the advanced technologies of Industry 4.0. 

Their key tasks are to function as a single system, to improve people’s life quality, 

institutes activity and, consequently, economic well-being of citizens. The 

government of China elaborated a series of mega-projects concerning city-

transformers creation, which will deepen globalization in the country and change 

completely people’s life. Many city-centers, like Shanghai and Shenzhen have gone 

the way from small provinces to the status of metropolis, so one of the government’s 

priorities is the construction of new investment-attractive cities [1]. The Chinese 

government plans to relocate approximately 250 million rural inhabitants to cities by 

2050. 

Thus, innovations and technologies, implemented actively in China in many 

economy sectors, especially industry and services, are of importance when 

developing economic, scientific and technological potential of the country to enter 

the global technology market. 

 

CONCLUSIONS 

China is one of the leaders in implementing modern technologies to develop the 

country's innovative economy. This is a decisive factor in establishing the position 

of a high-tech exporting country in the world. The state has created a favorable 

climate for innovations by means of the preferential tax regime, subsidies, large 

financing, investment promotion, preferential legislation in the field of business and 

other initiatives. The study of this topic is promising given that China is rapidly 

implementing a long-term strategy for scientific, technological and innovative 

development. 
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INTRODUCTION 

Updating product portfolio is one of the major growth drivers for FMSG 

companies. Innovations in existing products and launch of new products will provide 

an opportunity for growth for FMCG market (Sable, 2019). Companies that do not 

pay enough attention to product innovation may lose their competitive positions, 

which is proved by research: 40% of mass-market brands in the top-100 just twenty 

years ago have already lost their positions and replaced by new brands (Moore, 

2014). For instance, leading companies like Kodak or Nokia experienced the 

collapse of their core business due to launch of new products that they did not 

perceive earlier as potential competitors (Perrier, 2014). These companies responded 

slowly to changes in their competitive environment and were not able to quickly 

offer new products to the market in response to changing consumer needs. 

Companies' success is caused not only by understanding the necessity of 

innovations, but also by the quality and speed of their implementation. In addition, 

consumer or their group may influence the success or failure of the newly created 

product, so companies try to establish close relationships with consumers and 
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integrate them into value creation process not only at the commercialization stage, 

but also during the earlier NPD stages. Possibilities of involving consumers into 

value creation process is fully described in the crowdsourcing concept, which has 

recently emerged in theory thanks to J. Howe (2006). 

The emergence of crowdsourcing concept may change the companies' approach 

to the new product development process. There is no doubt that today consumer 

influence NPD process and provides greater market transparency. 

 

MATERIALS AND METHODS 

"Crowdsourcing" as a phenomenon was already investigated in the scientific 

papers of many researchers, in particular J. Howe (2006), D. Brabham (2008), 

Lemeister et al. (2009), where they discussed how companies could benefit from 

crowdsourcing communities. However, there is relatively small research that shows 

how the social crowd can be integrated in NPD process by online mass participation: 

for instance, M. Poetz and M. Schreier (2012), A. Mladenov et al (2014) covered 

this topic. W. Chang and S. Taylor (2016) conducted meta-analysis about 

effectiveness of crowdsourcing and checked different theoretical hypothesis about 

crowdsourcing integration in the NPD. 

The aim of the article is to study practical implementation of crowdsourcing in 

the early stages of new product development, its advantages and disadvantages using 

the example of the biggest global FMSG-companies like Nestle and Unilever. 

Methods of analysis and synthesis, descriptive analysis, comparativeness and 

generalization have been used during the research. 

 

RESULTS 

In today's digital world consumers demonstrate their desire to be integrated into 

the value chain, even create the product itself as developers (O'Hern & Rindfleisch, 

2009). Active consumers want to be involved in the organizational processes, 

especially if they are loyal to brand, and show a desire to share information about 

themselves and their preferences for the product personalization. Thus, they are 

ready to be involved in NPD process at the earliest idea generation stage or during 

the development process itself (Ritzer, & Jurgensson, 2010). 

In addition, there has been an increase in the number of companies submitting 

requests through online platforms to generate ideas for developing new products 

during recent years (Palacios et al, 2016). According to eYeka report, global brands 
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started using crowdsourcing in 2005, while almost 85% of the world's top-brands 

used crowdsourcing at least once in 2014. FMSG companies were among leaders of 

using crowdsourcing and submitted around 43% of requests in 2016, leaving ahead 

other industries, including electronics, automotive, pharmaceuticals and more. The 

most active companies are Procter & Gamble, Unilever, Nestlé, PepsiCo and 

Johnson & Johnson. FMSG leadership in amount of crowdsourcing requests is 

driven by a continuous investment increase in innovations to create competitive 

advantage in a dynamic environment with quickly changed consumer preferences. 

The organization will get significant advantages using the influence of the 

crowd in new product development, among which: 

 Get new ideas that meet market needs; 

 Evaluate new ideas quickly, but qualitatively; 

 Collaborate with a large group of individuals with different socio-economic 

background, knowledge and skills, who can provide unique comments and 

modification proposals that professionals might not even think about; 

 Get feedback about the test sample or final product to improve it; 

 Reduce the risk of new product failure, as consumer`s comments are taken 

into account at each stage of product development prior to commercialization; 

 Reduce costs, as the incentives bonuses for consumers' participation in 

crowdsourcing can be significantly cheaper compared to attracting experts; 

 Get "side effect": ideas and thoughts, unrelated to a direct company's 

request, but which may affect other products or processes in the organization. 

Despite the obvious benefits of using crowdsourcing in NPD process, some 

limitations should be considered. Primarily, potential leakage of confidential 

information may happen, especially during research and development stage, since it 

is extremely difficult to guarantee confidentiality when submitting request to 

consumers through the Internet. 

In addition, research shows that radical innovations may happen too rarely in 

crowdsourcing projects at the development stage (Lemeister et al, 2009) due to lack 

of consumers’ specific knowledge about the company technology, its business 

model, strategy and internal processes. That is why radical innovations may usually 

appear in the company's R&D laboratory. However, another empirical study shows 

that experts' ideas may be much less new to the market compared with consumers' 

ideas, as well as less relevant, worse in meeting consumer needs and easier in 

implementation (Poetz & Schreier, 2012). This happens due to the lack of any 
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constraints in the minds of consumers, making it easier for them to create something 

really new, while experts generate ideas already keeping in mind limitations in 

technology, budget and so on, that is why their ideas may be less new and unusual. 

Table 1 

Comparison of different target groups involvement in new product 

development at Nestle and Unilever  

Criteria Nestle Unilever 

Involvement 

of 

organizations 

Nestle created its own "Henri" 

platform, where post brief for 

start-ups and other 

organizations. All participants 

have to compete and present 

their ideas or technologies. 

The winners receive funding 

US $ 50,000 and support in 

project realization by the 

company. 

Unilever also created its own 

"Foundry ideas" platform, 

where provides projects 

overview, which are important 

for company development, but 

with no specific brief and 

details. Interested organizations 

have to complete form and 

present their product or 

technology that can potentially 

help Unilever meet its goals.  

Involvement 

of employees 

Special "nGenius" platform 

was created, where any 

employee, regardless of 

position in the company, can 

share ideas for new product 

development, as well as 

participate in discussing and 

evaluating the ideas of others. 

There is no separate tool for 

engaging employees in new 

product development, except 

employees for whom new 

product creation is their 

functional responsibility. 

Involvement 

of consumers 

The consumer does not have 

any opportunity to provide 

their ideas or participate in 

ideas discussions on the 

company's own resources. 

However, the company 

actively use external 

crowdsourcing platforms to 

find new product ideas. 

Consumers can submit their 

ideas to solve specific company 

issues on a special platform 

"Open Innovation submission 

portal". Only if company has 

interest in particular idea, 

consumer will be contacted for 

further discussion. The 

company also uses external 

crowdsourcing platforms to 

find new product ideas. 
Source: developed by author 

 

Despite shown limitations of crowdsourcing, eYeka reports confirm that 

companies actively use crowdsourcing, especially in idea generation: its numbers 
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increased from 36% to 68% in total amount of crowdsourcing requests during 2014-

2016. Ideas generation is commonly used in three marketing areas: innovation - ideas 

of new product, service or business model; marketing communication - names, 

slogans, positioning or promotional activities; design - design of packaging or 

promotional materials. It is worth to highlight that the most dynamic growth is shown 

for innovation ideas generation, which reached 59% of all requests for idea 

generation in 2016. This demonstrates especial need for companies to come up with 

innovative product ideas and modify their approach to new product development. 

Leading FMSG companies have been taking crowdsourcing advantages for 

decades. In particular, one of the largest FMSG players Nestle and Unilever, which 

have previously focused on internal R&D, now actively use crowdsourcing to 

accelerate NPD process and reduce time to market for new products. 

Thus, international companies actively use crowdsourcing, attracting external 

parties and consumers to work on their projects. Although the most common type is 

still involvement of organizations and start-ups, which can offer ready product 

solutions or technologies to meet companies' needs, involvement of consumers and 

employees started to practice in new product development process. Consumers are 

actively involved in the idea generation stage through own platforms, like Henri at 

Nestle or Open Innovation submission portal at Unilever, as well as external 

crowdsourcing platforms. Participation through external platforms means single 

interaction with consumer on a competitive basis, with rewards for the winners and 

further ideas implementation. Participation through the company's own resources 

means long-term cooperation with participants during all stages of new product 

development, so consumers becomes co-creators of new products. In this case, 

consumers feel more motivated as they receive not only financial benefits, but also 

high recognition from the company. 

 

CONSLUSIONS 

FMSG companies valued the benefits of crowdsourcing and practically 

confirmed that it is worth to involve consumer to idea generation, because some 

ideas may be missed or lost in case of limited number of employees are involved in 

the idea creation process. Moreover, participants of crowdsourcing projects work in 

a competitive environment that encourages them to submit only the best ideas. Of 

course, consumers may choose a project in which they wish to participate, which 

guarantees their intrinsic motivation to invest their time and other resources in 
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generating interesting ideas. As a result, the organization gets many ideas, including 

really new and fresh solutions, realizing the unique opportunity of creation a truly 

revolutionary new product. 

Last but not least to mention speed of idea generation: while companies use a 

sequential process that allows to generate a limited number of ideas and select among 

them, crowdsourcing provide a massive parallel process of idea generation and 

selection, involving from a few to several hundred participants. In this case, the 

process goes faster, which is especially important to innovate in a highly competitive 

FMSG environment. 
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Abstract: Learner autonomy deals with taking responsibility for one’s learning. 

To develop autonomous listening skills implies goal-setting, initiating listening 

practice and planning it, being able to notice one’s challenges and to select the 

relevant strategy to overcome them.  The goal of the article is to assess the situation 

in Georgian high schools from this point of view and, if it is found not sufficiently 

good, to offer recommendations on how to increase the level of EFL listening 

autonomy includes. The quantitative research (survey) was held. The participants 

included 647 students from Georgian high schools from the capital city and smaller 

towns, both from private and public schools. The 10 schools were selected at random 

from those who agreed to cooperate. All participants were voluntary. The results 

revealed that the participants view themselves more or less autonomous, but they 

need to further develop their autonomy. The private school students in the sample 

(mean level of autonomy 3.83 on a 6-point Likert scale) view themselves a little less 

autonomous than the public school students (mean level of autonomy 4.03). A 

conclusion was made that further development of learner autonomy in the 

development of listening skills is needed. 
 

Keywords: learner autonomy, listening skills, English as a foreign language, 

cognitive strategies, metacognitive strategies, memory-related strategies; 

compensatory strategies, social and affective strategies 
 

INTRODUCTION 

Holec (1981) defined learner autonomy as "the ability to take charge of one's 

own learning" (p. 3). In the contemporary world, the ability to be an autonomous 
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learner is indispensable, as any imaginable professional life requires lifelong self-

education, which is impossible without the ability to plan, organize, and self-assess 

one's learning.  

Listening skills both in native and foreign languages are essential, as this is how 

any language learning begins. According to Krashen (1985), comprehensible input 

is obtained first while listening, and this becomes the basis of development of other 

language skills. The ability to listen to and to hear one's interlocutor is an essential 

communicative skill required almost at any job. The ability to listen with 

understanding in English (as contemporary lingua franca) at face-to-face and virtual 

lectures, trainings, presentations, meetings, talks, and conferences is of vital 

importance for success in education, science, politics, and business, as most 

international events nowadays occur in English (Nagy, 2016).  

All this makes the ability to autonomously develop one's EFL listening skills a 

very significant aim of not only English language teaching (Hamouda, 2013), but 

also education in general, as it is the so-called transferable skill (Deveci, 2018). The 

goal of the article is to assess the situation in Georgian high schools from this point 

of view and, if it is found not sufficiently good, to offer recommendations on how to 

increase the level of EFL listening autonomy valuable not only for Georgia, but also 

for countries where this level is not sufficiently high. Ministry of Education, Science, 

Culture, and Sport of Georgia (2011) introduced learner autonomy as a compulsory 

demand. Earlier, before 2014, listening comprehension has not been assessed at 

Unified National Admission Exams (edu.aris.ge, 2014) correspondingly and not paid 

much attention to schools. The expectations for this research were that the level 

would not be satisfactory. Although, due to contemporary information and 

communication technologies, a wide scope of listening materials can be obtained by 

language learners on the internet for free, contemporary school in Georgia, like in 

many developing countries (Smith, Kuchah, & Lamb, 2018) still is rather teacher-

centered and does not offer enough learner autonomy (first of all, strategic) skills 

development. 
 

LITERATURE REVIEW 

Definition: As already mentioned, learner autonomy is the ability to take the 

responsibility for one's learning (Holec, 1981). Based on ideas expressed by Chamot 

(2005), O'Malley et al. (1985), and Vandergrift and Goh (2012) about learner 

autonomy, it is possible to say that learner autonomy in the development of listening 

skills involves students' actions in the following areas:  
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 Setting the goals for developing one's own listening skills (on the whole);  

 Setting the goals for developing particular sub-skills (components of 

listening skills); 

 Initiating practicing listening initiative; 

 Realizing one's difficulties in listening; 

 Planning one's pre-, while- and post-listening practice; 

 Choosing listening comprehension strategies that are the most efficient for 

the particular learner;  

 Improving one's listening skills by mastering such strategies that fit each 

particular listening activity; 

 While practicing listening, setting the objectives for each particular 

listening activity without teacher intervention; 

 Monitoring and evaluating one's own listening skills development; 

 Making records on one' own progress and language details important for 

self-development; 

 Assessing oneself and planning the further cycle for the improvement of 

listening skills. 
 

How to develop learner autonomy in EFL listening skills 

In order to develop learner autonomy, it is necessary to develop learning 

strategies. Learning strategies involve cognitive (reasoning, analysis, note taking, 

summarizing, synthesizing, outlining), metacognitive (being able to describe one’s 

learning and problem solving), memory-related (rhyming, creating an association or 

a mental picture), compensatory (avoidance, guessing), social and affective 

strategies (sharing the strategies, asking for clarification) (Dornyei, 2009; Neisser, 

1967; Oxford, 1990; 2003; Scarcella & Oxford, 1992). 

Yang (1999, p. 528) suggests the following activities for the development of 

cognitive strategies related to listening comprehension: rehearsal, organization, 

inferencing, summarizing, deducing, transfer, and elaboration: linking ideas 

contained in the new information, or integrating new ideas with known information. 

For the development of meta-cognitive listening strategies, he recommended while-

listening (selective attention) and post-listening (evaluation). 

Chang (2015) suggests the following activities for the development of listening 

memory-related strategies: 

 While listening to the text, memorizing the sequence of actions, 
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 Visualizing (imaginary or on paper) the text while listening and then 

retelling it based on created cues, 

 Comparing the texts heard and read (recollecting what was heard), 

 Listening a script and reciting it.  

Serri, Borougeni, and Hesabi (2012) recommend pre-listening activities such as 

brainstorming the background and/or linguistic knowledge on the topic in small 

groups or by the whole class in order to stimulate the development of socio-affective 

strategies. Games and competitions (who faster and better sums up or paraphrases 

the heard text), creative tasks (continuing the heard story) are emotional and 

contribute to the development of affective strategies. Arkoç (2008) suggests 

practicing self-talk in order to reduce anxiety. 

As L1 listening skills take many hours and several years to form, developing 

effective L2 skills in limited to lessons + homework fulfillment time is rather 

problematic. This is why it is extremely important that English language learners on 

their own initiative regularly dedicate time to EFL listening which is not related to 

their formal studies. For that, they need to develop certain skills, predictive skills 

among them. While doing extracurricular EFL listening, however informal it is, it 

would be good if learners plan (when how long, which topics, genres, programs) and 

put up a goal before they start listening (e.g., to get the gist, to write down five words 

/ three interesting facts on the topic, etc.) (Borg, 2017). It would also benefit them if 

they do not listen "for the sake of listening", but accompany it by some self-posed 

task.  

Table 1 

Classification of listening activities for learner autonomy development 

Activity Stage of 
listening skill 

development 

Place Goal 

Brainstorming the needed 

vocabulary 

Pre-listening In-class dealing with linguistic 

difficulties 
 supporting the qualified 

guesses 
developing bottom-up 

cognitive strategies 

Mind-mapping Pre-listening In-class organizing the 

vocabulary,  
supporting the qualified 

guesses 

developing bottom-up 
cognitive strategies 

Brainstorming the background 

knowledge 

Pre-listening In-class supporting the qualified 

guesses, 
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developing top-down 

cognitive strategies 

Prediction of the remaining part 

of the sentence / text 

Pre-listening In-class developing bottom-up & 

top-down cognitive 

strategies  

Preparing listening-based news 
release 

Pre-while-
listening 

In-class / Out of 
class 

planning 
role distribution  

Selecting internet materials 

relevant to the given topic 

While-listening In-class / Out of 

class 

key word recognition 

developing bottom-up & 
top-down cognitive 

strategies 

Word segmentation While-listening In-class / Out of 

class 

developing bottom-up & 

top-down cognitive 
strategies 

Developing schemas, diagrams, 

word webs, and bubble charts 

While-listening In-class developing bottom-up & 

top-down cognitive 
strategies 

Note-taking and discussing the 

notes in class or handing over to 

the teacher the results of note-
taking of individually selected 

texts  

While-listening In-class / Out of 

class 

understanding the gist 

Pleasure listening While and post-
listening 

Out of class / 
post-class 

removing anxiety, 
increasing motivation 

Sharing the strategies  Post-listening In-class developing cognitive 

and metacognitive 
strategies 

Elicitation of word meaning Pre-while-post-

listening 

In-class developing 

metacognitive strategies 

Playing games Post-listening In-class removing anxiety, 
increasing motivation 

Paraphrasing, summing up, 

defining the main idea(s) 

Post-listening In-class / Out of 

class 

developing cognitive 

strategies 

Discussing the text  Post-listening In-class developing cognitive 
and metacognitive 

strategies 

Comparing various texts on the 

same topic 

Pre-post-

listening 

In-class / Out of 

class 

developing cognitive 

strategies 

Discussing the strategies applied Post-listening In-class developing 

metacognitive strategies 

Making up learner profiles, 

learner journals and learner logs, 
self-reports, individual 

reflections, study plans, and self-

assessment 

Post-listening Out of class developing 

metacognitive strategies 

Making up topic vocabulary lists 

or hierarchical maps  

Post-listening In-class / Out of 

class 

developing cognitive 

and metacognitive 

strategies 

Preparing a presentation with 
slides  

Post-listening Out of class / In-
class 

developing cognitive 
and metacognitive 

strategies 

Writing an essay Post-listening Out of class developing cognitive 

strategies 

Source: created by author 
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Espinosa (2015), Rost (2011), and Vandergrift & Goh (2012) state that EFL 

learners need to know how to note-take, focus on clues, paraphrasing, concentrate 

on one aspect of comprehension at a time, deduce the meaning the text and 

summarize it, order and classify events, formulate main idea, verify their predictions, 

make inferences, self-evaluate, and set goals.  

To sum up the literature review, we suggest the table below describing our 

classification of listening activities for the development of learner autonomy.  

 

How to assess learner autonomy in EFL listening skills 

Taking into consideration the definitions of learner autonomy (Breen & Mann, 

1997; Cotterall, 1995; Spratt et al., 2002; Holec, 1981), on the one hand, and the 

nature of EFL listening skills (Borg, 2017; Rost, 2011; Serri et al., 2012; Vandergrift 

& Goh, 2012), on the other, we came to conclusion that the major components of 

listening autonomy involve: 

 Doing extra EFL listening on one's initiative; 

 Setting the goals for the component skills; 

 Diagnosing one's difficulties; 

 Choosing individually efficient listening comprehension strategies; 

 Improving one's listening skills by mastering relevant strategies; 

 Monitoring and evaluating one's listening skills. 

Based on it, two (16-item 6-point) Likert scale questionnaires were developed by 

us for students and for teachers (see Appendix). Typical Likert scales comprise five 

(or a larger odd number of) items "symmetrical with a neutral center, thus it indicates 

odd number of choices with the non-neutral responses on either side, being equal in 

magnitude yet opposite in polarity" (Rinker, 2014, pp. 3-4). In order to avoid the 

central tendency bias, academics (Rinker, 2014, Subedi, 2016) approve the even 

number of responses in order to avoid neither-nor answers to be the central ones, 

thus, we used a 6-point scale, with neutral answer being the third and the positive 

answers being 4-6th. 

 

METHOD 

The research held was a descriptive and quantitative one. It was chosen as "a 

basic research method that examines the situation, as it exists in its current state, to 

identify particular phenomenon based on an observational basis and to explore 
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correlation between two or more phenomena" (Williams, 2007, p. 66), so the 

questionnaire was applied for a state-of-matter survey research. The questionnaire 

offered was delivered both online (on Google Sheets) and on paper (while visiting 

teacher conferences and trainings). 

 

Participants 

According to Crossman (2020), stratified sampling "ensures that subgroups 

(strata) of a given population are each adequately represented within the whole 

sample population of a research study". It is used to make the research representative 

and how a researcher can examine each group's (in this research, private and public 

schools, as well as male and female students) behavior.  

Table 2 

Participants' data 

Students: total number: 647 

male female 

280 367 

from private school from public school 

84 563 

private school number 3 (Tbilisi) 

public school number 10 (Tbilisi, Rustavi and Telavi) 

Source: created by author 

 

Therefore, to make the research representative of Georgian students, schools 

from Tbilisi, the capital city, and smaller towns, were involved, public schools were 

more represented than public ones as this is the situation in Georgian secondary 

education, and both female and male students took part in the survey. The schools 

were selected at random from those who agreed to cooperate. All participants were 

voluntary. To provide a higher number of participants, all volunteers' results were 

analyzed (except the few who did not fill in the questionnaire completely). 

 

RESULTS 

Half (8) of the items were assessed positively by the students of private schools. 

It reveals that they are to a certain (but not sufficient) degree autonomous in their 

listening studies. The standard deviation for all items is above 1, which means that 

students' opinions on each question differ substantially. On the other hand, the 

https://www.thoughtco.com/sampling-designs-used-in-sociology-3026562
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standard deviation between the items is 0.63464, which is not high, which means 

that students' views on different aspects of listening autonomy are similar enough to 

each other. 

Table 3 

Raw materials of learner listening autonomy survey 

(84 private school students) 

Items / points 1 2 3 4 5 6 

1 39 13 10 14 4 4 

2 6 3 13 18 14 30 

3 20 9 10 18 13 14 

4 27 4 14 12 13 14 

5 5 4 7 10 21 37 

6 11 5 12 20 17 19 

7 20 16 12 16 9 11 

8 16 10 7 18 20 13 

9 10 15 15 22 10 12 

10 14 11 12 21 11 15 

11 7 5 14 20 23 15 

12 5 10 13 20 15 21 

13* 28 17 11 12 9 7 

14* 37 10 12 10 7 8 

15 12 3 5 12 12 40 

16* 22 15 8 18 12 9 

Source: created by author 

Table 4 

Statistical results of learner listening autonomy survey 

(private schools' students' answers) 

Items / 

points 

1 2 3 4 5 6 mean Standard 

deviation 

1 46% 15% 12% 17% 5% 5% 2.27 1.43410 

2 7% 4% 15% 21% 17% 36% 4.44 1.53945 

3 24% 11% 12% 21% 16% 17% 3.44 1.79927 

4 32% 5% 17% 14% 16% 17% 3.26 1.88922 

5 6% 5% 8% 12% 25% 44% 4.77 1.49981 

6  13% 6% 14% 19% 11% 13% 4.00 1.64280 

7 24% 19% 14% 19% 11% 13% 3.13 1.72004 

8 19% 12% 8% 21% 24% 15% 3.65 1.81609 

9 12% 18% 18% 26% 12% 14% 3.52 1.57140 

10 17% 13% 14% 25% 13% 18% 3.58 1,69484 

11 8% 6% 17% 24% 27% 18% 4.02 1.42251 

12 6% 12% 16% 24% 18% 25% 4.11 1.53684 

13* 8% 11% 15% 13% 20% 33% 4.26 1.67992 

14* 10% 8% 12% 14% 12% 44% 4.43 1.74443 

15 14% 4% 6% 14% 14% 48% 4.54 1.81325 

16* 11% 14% 21% 10% 18% 26% 3.88 1.73139 

Total 3.83 0.63467 

Source: created by author 
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Table 5 

Raw materials of learner listening autonomy survey 

(public school students) 

Items / 

points 

1 2 3 4 5 6 

1 170 83 65 155 51 39 

2 54 44 48 109 129 179 

3 56 45 65 124 109 164 

4 110 65 72 132 86 96 

5 23 19 35 86 127 273 

6 70 56 88 126 106 117 

7 141 66 83 122 79 72 

8 68 58 84 121 115 117 

9 69 47 86 140 129 92 

10 99 63 70 120 76 135 

11 56 44 69 108 138 148 

12 57 48 76 135 103 144 

13* 233 105 68 73 37 50 

14* 297 90 51 60 23 42 

15 51 47 41 85 74 265 

16* 154 79 104 128 44 54 

Source: created by author 

Table 6 

Statistical results of learner listening autonomy survey 

(public schools' students' answers) 

Items / 

points 

1 2 3 4 5 6 mean st.dev. 

1 30% 15% 12% 28% 9% 7% 2.91 1.61660 

2 10% 8% 9% 19% 23% 32% 4.21 1.62285 

3 10% 8% 12% 22% 19% 32% 4.20 1.62877 

4 20% 12% 13% 23% 15% 17% 3.56 1.73358 

5 4% 3% 6% 15% 23% 48% 4.94 1.35784 

6 12% 10% 16% 22% 19% 21% 3.88 1.63769 

7 25% 12% 15% 22% 14% 13% 3.26 1.72747 

8 12% 10% 15% 21% 29% 21% 3.90 1.63678 

9 12% 8% 15% 25% 23% 16% 3.87 1.56830 

10 18% 11% 12% 21% 13% 24% 3.74 1.78498 

11 10% 8% 12% 19% 25% 26% 4.20 1.61494 

12 10% 8% 13% 24% 23% 26% 4.09 1.60953 

13* 9% 7% 13% 12% 24% 41% 4.33 1.56560 

14*  7% 4% 11% 9% 16% 53% 4.80 1.60432 

15 9% 8% 7% 15% 13% 47% 4.56 1.71067 

16* 10% 8% 23% 18% 14% 27% 4.02 1.62545 

Total 4.03 0.52301 

Source: created by author 

 

Half (8) of the items were assessed positively by the students of public schools. 
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It reveals that they also are to a certain (but not sufficient) degree autonomous in 

their listening studies. The standard deviation for all items is above 1, which means 

that students’ opinions on each question differ from each other substantially. On the 

other hand, the standard deviation between the items is 0.52301, which is not high, 

which means that students' views on different aspects of listening autonomy are 

similar enough to each other. 

Tables 7.1-7.3 show whether the results obtained from the private schools' 

students are statistically different from those received from the public schools' 

students' answers. For this purpose, the researcher applied paired samples T-test 

(mean results for all 16 items were entered). 

The correlation between respondents according to school type is positive, but 

very low (0.075) and insignificant (p=0.681>0.05), which means that it is impossible 

to predict according to the private schools' students' answers the public schools' 

students' ones and vice versa. This is understandable, as the conditions in which they 

study at school, as well as their socio-economic conditions at home are different. 

Table 7.1 

Paired samples statistics 

(private and public schools' students' answers compared) 

Pair 1 Mean N st. dev. st. error mean 

 

var. 1 

 

3.8754 

 

32 

 

0.58064 

 

0.10264 

var. 2 1,5 32 0.50800 0.8980 
Source: created by author 

Table 7.2 

Paired samples correlations 

(private and public schools' students' answers compared) 

Pair 1 N Correlation Sig. 

Var. 1 & var. 2 32 0.075 0.681 
Source: created by author 

Table 7.3 

Paired samples T-test 

Pair 1 Paired differences  

 

 

 

t 

 

 

 

 

Df 

 

 

 

Sig (2-

tailed) 

Mean st. dev. St. error 

mean 

95% confidence 

interval of the 

difference 

lower upper 

Var. 1 

& var. 

2 

2.37437 0.74209 0.13118 2.10682 2.64193 18.100 31 0.000 

Source: created by author 
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The 2-tailed significance at 95% confidence interval of the difference which is 

appropriate for education and social sciences, so the difference between public and 

private schools' students' results is statistically significant, although it is not so big. 

It is possible to conclude that the private schools' students in the sample view 

themselves as a little more autonomous that the public schools' students do. 

Overall, the survey revealed that the participants view themselves more or less 

autonomous, but they need to further develop their autonomy. The private school 

students in the sample (mean level of autonomy 3.83) view themselves a little less 

autonomous than the public school students (mean level of autonomy 4.03). 

 

Limitations and directions of further research 

The scale of research does not let make very trustworthy generalization, 

however, due to stratified sampling, enables the researchers to speak about existing 

trends. Research in other countries and cross-country comparisons can be made in 

the future, as the research is replicable (see the attached questionnaire).  

 

DISCUSSION 

Results from PISA (OECD, 2012) show that in most countries privately 

managed schools tend to have more autonomy, better resources, and perform better 

on the PISA reading scale than publicly managed schools, and the results differ 

according to countries. Hann, Wang, and Yang (2017) study show that in South 

Korea private schools have greater flexibility in personnel decisions, and their 

principals and teachers face stronger incentives to perform. On the other hand, they 

state that "there is sparse evidence on the causal effects of school autonomy on 

student outcomes" (p. 2), as school autonomy does not necessarily involve better 

teaching methods, more student-centered approach and providing strategic leaning 

to students. Hanushek et al. (2013) find that an increase in school autonomy is 

associated with positive student achievement in countries with strong institutions, 

while it is associated with negative student achievement in countries with weak 

institutions. Masino and Niño-Zarazúa (2016) research studied the factors of 

students' success in 15 developing countries, and only in one of them, Nicaragua, 

found a positive impact of school autonomy on students' test results. In Indonesia 

(Hendajany, 2016) public school' graduates do better at national exams than those of 

public schools. Thus, it is too difficult to generalize across countries the quality of 

teaching and learning in public schools vs. private schools. 
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Besides, there are no results on learner autonomy level of different types of 

schools, so there was nothing to compare with our findings. The results obtained in 

this study revealed that students of both Georgian public and private schools view 

themselves to a certain degree autonomous while developing their listening skills; 

however, their learning autonomy still needs to be increased. The students of public 

schools view themselves a little more autonomous than those of private schools, 

however, self-assessment / self-report is not a very objective method of clarifying 

the state of the matter (Gaete, Gómez, & Benavides, 2018), as the respondents may 

differently enough understand autonomy. 

 

CONCLUSIONS AND RECOMMENDATIONS 

Learner autonomy is indispensable in contemporary changing society, as 

continuous learning will be needed by school graduates, whatever their profession 

or occupation. Besides, the ability to listen adequately is of critical importance at the 

majority of jobs where work with people is involved. However, researches show that 

this skill is not sufficiently developed even in native language, to say nothing of 

foreign ones. Meanwhile, communication in English nowadays is often needed in 

many spheres.  

The research has revealed that Georgian students' autonomy in listening can be 

assessed positively both in public and private schools, however, the given sample of 

respondents believes that public school students are more autonomous in listening 

than the private schools' students. This, paradoxically, may be explained by their 

worse conditions for EFL listening in class (so, if they want to listen well, they have 

to listen more beyond the class|), but, of course, more studies are needed to confirm 

(or disprove) the results of this study, as well as to make a causative statement.  

In order to increase the degree of EFL listening autonomy the following 

measures can be recommended: 

 Explain to students what which listening strategies (cognitive: reasoning, 

analysis, note-taking, summarizing, synthesizing, outlining; metacognitive: being 

able to describe one's learning and problem-solving; memory-related: rhyming, 

creating an association or a mental picture; compensatory: avoidance, guessing; 

social and affective strategies: sharing the strategies, asking for clarification) exist 

and how they can be applied;  

 To apply more pre-, while- and post-listening activities that develop 

listening strategies, such as brainstorming for linguistic and background knowledge, 
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mind-mapping, prediction, note-taking, pleasure listening, and strategy-sharing;  

 To give some free listening homework (students select the materials on the 

given topic themselves, according to their language level and interests). 
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APPENDIX: QUESTIONNAIRE 

 Learners use audio/ CD recordings of the books to listen in their spare time 

out of class. 1 2 3 4 5 6 

 Learners are able to choose listening input for the given language 

proficiency level by themselves (they are aware of their needs). 1 2 3 4 5 6 

 Learners try to recall background information of the listening task before 

they listen. 1 2 3 4 5 6 

 Learners recall the vocabulary around the topic before they start listening. 

1 2 3 4 5 6 

 Learners know the best ways of learning that fit their characteristics. 1 2 3 4 5 6 

 Learners are able to plan and monitor listening process on the while-

listening stage. 1 2 3 4 5 6 

 Learners use Listening Profiles to follow the listening process. 1 2 3 4 5 6 

 Learners reflect and evaluate the ways they used for listening 

comprehension. 1 2 3 4 5 6 

 Learners are able to set short or long-term goals for listening skills 

development for the next time. 1 2 3 4 5 6 

 Learners are using learning sites on internet to work out listening skills. 1 2 

3 4 5 6 

 Learners make inferences and discussions about the ways, which they have 

used for learning listening input. 1 2 3 4 5 6 

 Learners are risk takers to try new ways even when they seem very and 

challenging. 1 2 3 4 5 6 

 Learners can acquire knowledge about learning ways only by the teacher. 1 

2 3 4 5 6 

 Learners cannot decide what and how to listen for the learning purposes 

without a teacher support. 1 2 3 4 5 6 

 Learners listen the music, watch films, etc. for learning purposes 

deliberately. 1 2 3 4 5 6 

 Sometimes the lack of knowledge hinders the listening comprehension 

success and the willingness to practice it outside the class. 1 2 3 4 5 6 

* In the student questionnaire instead of "learners" "I" is used.  
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Abstract: The present research examines the role of inside directors in publicly 

held companies with dispersed ownership. The number of inside directors on boards 

of public firms has been decreasing over the past few decades, while outside 

directors are obtaining more and more board seats. In the modern corporate 

governance system, the addition of independent directors to boards of directors aims 

to protect the interests of shareholders and is considered an effective mechanism to 

counterbalance the excessive influence and authority of C-suite executives. In such 

circumstances, the role of insiders may seem outdated and lacking relevance for 

public companies. Nevertheless, as this research suggests, inside directors are an 

important part of boards of directors and may contribute to improving corporate 

governance, in particular, the activities of all board members, including independent 

outsiders. 

 

Keywords: insiders, independent directors, public companies, board of 

directors, management 

 

INTRODUCTION 

The issue of the composition of the board of directors has been for many years 

and remains one of the most pressing in corporate law. Strong boards of directors are 

considered a pivotal mechanism for mitigating the shareholder-management agency 

problem, which can protect the interests of company shareholders (Cosenza, 2007). 

Contemporary corporate governance standards define the independence of directors 

as one of the main indicators of the effectiveness of the board of directors.  

Kraakman et al. (2016) found that currently, most jurisdictions have adopted 

mandatory provisions or recommendations regarding the minimum number or ratio 

of independent outside directors on the board. Eventually, this trend has led to a 

gradual decrease in the proportion of insiders working on boards of directors. At 
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present, insiders are seen as exclusively dependent on upper management employees 

who do not contribute to better monitoring of top executives. However, the 

presentation of insiders exclusively in a negative light and their complete 

replacement with outsiders does not seem completely objective and correct. 

 

MATERIALS AND METHODS 

The theoretical framework of the present research is based on materials and 

statistical data from the studies of authors and sources that have previously examined 

the boards of directors of public companies, in particular, the functions and roles of 

inside directors. All sources used are publicly available. 

The research method of the study is based on a review and synthesis of 

previously published literature. In the course of this research, both general research 

methods, such as comparative and qualitative, and special methods of scientific 

research, including abstract-logical, analysis and synthesis, as well as logical and 

analytical generalizations, have been implemented. In the research, the focus is on 

publicly held companies with a dispersed ownership structure where no single 

individual or group has a sufficient percentage of shares to gain control over the 

governance of the company. 

 

RESULTS 

According to OECD Corporate Governance Factbook 2019, the vast majority 

of jurisdictions have adopted mandatory provisions or recommendations regarding 

the minimum number or ratio of independent directors on the board of directors. 

Such statistics indicate that are currently considered as a source of effective and 

unbiased monitoring, which insiders are not able to provide due to their dependence 

on top management. It should be noted that studies by various authors confirm the 

assertion that the presence of independent outside directors has a positive effect on 

the quality of monitoring carried out by the board of directors. In particular, effective 

monitoring by independent board members makes CEO turnover become more 

sensitive to company performance (Masulis & Guo, 2015), reduces overly lavish 

CEO compensations (Adams, 2003), and precludes earnings management (Klein, 

2002). Thus, the modern model of effective corporate governance of publicly traded 

firms considers the replacement of insiders with independent outsiders as a step 

towards improving the quality of monitoring of C-suite executives. 
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Nevertheless, boards of directors of public companies still include positions held 

by inside directors. An inside director can be defined as a person who is an employee, 

officer or stakeholder of the company (Fairfax, 2011). Insiders are also members of 

the board of directors. The list of insiders in the company, in most cases, includes C-

level executives, for example, the chief financial officer (CFO), chief information 

officer (CIO), chief operating officer (COO) and so on. The CEO of the company, 

who is acting as the chairman of the board, may also be included in this list. 

Furthermore, insiders can be representatives of large shareholders or creditors, as 

well as the company's other stakeholders, such as labor unions or local community 

members (Chen, 2018). Involvement in the daily management and employment 

relations with the company make insiders important sources of business-related 

information and their presence on the board of directors can facilitate an increase in 

the effectiveness of the company performance. 

The presence of a large number of insiders on the board of directors was 

common practice in the first half of the 20th century. Referring to Patro, Lehn, & 

Zhao (2004), it can be noted that the percentage of board seats occupied by insiders 

dramatically decreased from 1950 to 2000. In this paper, the authors show that the 

percentage of inside directors which reached its peak in 1950 and amounted to 49%, 

fell in subsequent years, and by 2000 it was only 16% of all the seats on the board. 

Such a shift towards a decrease in insiders on boards of directors was largely 

associated with an increase in the requirement for effective monitoring of top 

management of publicly traded firms. Nowadays, inside directors sometimes are 

portrayed as unreliable, biased and fully dependent on the CEO employees, who 

cannot serve the best interests of the company's shareholders and ensure proper 

monitoring (Bhagat & Black, 2001). A modern concept of effective corporate 

governance is characterized by the involvement of outsiders rather than insiders. 

Thus, it can be argued that insiders on the board of directors are almost an extinct 

breed. 

Managerial entrenchment and abuse are frequently seen as the results of the 

weak monitoring system. For this reason, reforms of the corporate governance 

system predominantly have focused on strengthening the role of directors operating 

on the board. As Fairfax (2011) emphasizes, conventional wisdom holds that 

directors-insiders are not independent due to close ties to top management, in 

particular to the CEO. Close relations with the management especially severely limit 

the objectivity of directors in companies with entrenched CEOs. The insider's lack 
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of ability or willingness to evaluate the work of the CEO from a critical point of view 

may be due to the fact that the CEO is often the one on whom the insider's career 

advancement depends on (Faleye, Hoitash, & Hoitash, 2013). Most directors do not 

dare to strictly control and question the CEO performance, for fear of losing their 

position in the company. Thereby, there is a strong belief that independent directors 

can provide the demanded monitoring of top management, which is needed by 

publicly traded companies with dispersed ownership. 

From the foregoing, it may seem that insiders are currently an unnecessary class 

of employees in public companies and the board of directors works better with a 

supermajority of independent outsiders. However, this observation is not entirely 

true. The examination of insiders from the prism of monitoring does not reveal the 

full picture and presents them only in a bad light. The advantage of independent 

directors in monitoring does not mean that insiders completely lose their value for 

the company and should be replaced by independent outsiders. Indeed, insiders have 

an information advantage over outsiders. Unlike outsiders, insiders work on a regular 

basis in the company, i.e., they are associated with the company's day-to-day running 

and, accordingly, they have direct access to valuable firm-specific information. 

Although independent directors can monitor and protect shareholder interests in 

conflict-of-interest transactions, the role of insiders is more important when 

implementing ordinary business decisions. In addition, an independent director often 

faces informational asymmetry (Duchin, Matsusaka, & Ozbas, 2010) and the 

possible source of information for them, alongside the CEO, is insiders (Fairfax, 

2011). Information asymmetry, which is one of the main obstacles to protecting the 

interests of shareholders from the managerial malfeasance, can be eliminated 

through cooperation between outsiders and insiders. 

Moreover, the composition of the board, including the presence of insiders in it, 

is of great importance for the efficacy of independent directors. Sometimes outsiders 

are not fully able to employ received information due to deficiency of 

comprehension of the company's business line. Insiders can promote a better 

understanding and efficient use of information and, thereby, improve the monitoring 

system. In other words, insiders may not only be information providers to outsiders 

but also direction indicators, i.e. they can facilitate the proper use of the presented 

data by independent directors. 

The complicated situation is that the listing rules and legal requirements for the 

board composition are the same for all publicly traded companies. All publicly traded 
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companies need to hire outsiders to form a board that meets independence 

requirements. In this case, non-compliant companies have two options available: 

first, reduce the number of insiders and replace them with independent outsiders; 

second, increase the composition of the board and add new independent directors. 

At the same time, both options have their drawbacks and may raise certain questions. 

In the first scenario, the company may suffer from a shortage of firm-based 

knowledge provided by experienced insiders. For example, Coles, Daniels, & 

Naveen (2008) concluded that the large, R&D-intensive firms need more firm-

specific knowledge, thus, a big fraction of insider directors is crucial for these 

companies. The lack of the necessary number of insiders can not only lead to a 

general deterioration in the company's performance but also deprive independent 

directors of the information sources necessary for effective monitoring. 

In the second scenario, an increase in the composition of the board of directors 

may lead to coordination problems and complicate the transmission and obtainment 

of the information. An overly large board is unlikely to be cohesive, and each 

member may simply pay less attention to company affairs, expecting less threat of 

personal liability and punishment in case of company failure. In addition, in larger 

boards, for the director questioning the CEO decisions, it seems more difficult to 

persuade other board members to join and support him. Ryan & Wiggins (2004) 

suggest that this situation worsens the monitoring conducted by outsiders, increase 

informational asymmetry, and allows the CEO to entrench his position.  

 

CONCLUSION 

Although existing requirements for the board composition are the same for all 

publicly traded companies, there is no one universal composition of the board. Not 

in all cases, the vast majority of independent directors contribute to effective 

corporate governance and protection of shareholder interests. Moreover, adding 

independent outsiders should not imply the removal of insiders from boards of 

directors. The findings of this research suggest that inside directors are still relevant 

as board members of public companies. Due to their awareness of the everyday 

management of the company and access to the necessary information, respectively, 

insiders are more effective at making daily business decisions. Moreover, insiders 

can contribute to more effective monitoring by independent outsiders. First, insiders 

are potentially the main source of significant firm-based information for independent 

directors who often face information asymmetries. Second, insiders can provide 
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considerable assistance to independent board members in a better understanding of 

the company's affairs and proper use of the information received.  
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Abstract: Higher education institutions, namely universities around the world, 

are the drivers of innovation and new development projects, as well as an 

environment for bringing together and sharing new ideas of talented youth, 

experienced teachers, and business representatives. Higher education institutions in 

Ukraine lag far behind the development of world-class universities, as evidenced by 

the rankings of the best universities in which Ukrainian universities occupy low 

positions and the feedback of employers. Wrongly structured strategy and ignoring 

of crisis management tools in the face of rapid changes lead to the decline of higher 

education in Ukraine. Strategic and crisis management methods and tools enable 

higher education institutions to improve their competitiveness, assess the current 

state of the organization's market and activity, identify major gaps in the current and 

desirable state of higher education institution development, and take into account 

university best practice practices through benchmarking higher education. 

 

Keywords: crisis management, crisis, higher education institutions, higher 

education, university 

 

INTRODUCTION 

In a fast-changing world, crisis is a common occurrence in any organization and 

country as a whole. For some organizations, the crisis is the basis for new 

opportunities, and for others it is a powerful driver in identifying hidden conflicts 

and disparities. In order to ensure successful functioning of the market, higher 

education institutions (HEIs) should be able to prevent and overcome crises that 

occur in any organization. It is important to understand and anticipate the external 

and internal causes of crisis in higher education institutions. The main competitive 

advantage of the best universities in the world is the ability to strategically manage 

unexpected crises. 
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The purpose of the article is to build a model of forming measures for crisis 

prevention in higher education institutions using GAP-analysis and scenario 

approach. The proposed model of crisis prevention measures in higher education 

institutions identifies major gaps (GAP 1 and GAP 2) between the current and 

desirable state of a higher education institution development, which are the 

precursors to the crisis phenomena faced by any organization. 

 

MATERIALS AND METHODS 

The study analyzed the works of Ukrainian and foreign researchers, as well as 

analytical reports, such as Wageningen Environmental Research (WENR), World 

Economic Forum, and CEDOS. Such scholars have addressed the problems of crisis 

management of higher education institutions as P. Krinochkin, O. Chuchkalova, O. 

Maskina, E. Shyshlova, A. Mirzoeva, J. Wang, M. Holly, Hutchins, Xu. Wen-Ting 

and others. However, it should be noted that the topic of crisis management in higher 

education institutions is not fully covered and, therefore, needs further study.  

The article uses statistics from the State Statistics Service of Ukraine, the 

Ministry of Education and Science of Ukraine, namely the Ukrainian National 

Center for International Education, the CEDOS Analytical Center, the World 

Economic Forum, and UNESCO. Scientific methods of generalization and 

comparison as well as analysis and synthesis, logical and structural analysis were 

used. Additionally, the study utilized graphical analysis methods for depicting the 

dynamics of the number of educational establishments in higher education 

institutions in Ukraine in 1990-2019 and the dynamics of the number of higher 

education institutions in Ukraine in 1990-2019, GAP analysis and scenario approach 

for building of crisis prevention measures model in higher education institutions. 

 

RESULTS 

І. Assessment of the state of development 

of the higher education market in Ukraine. 

The main indicator of the existing problems and crises in higher education in 

Ukraine is the increase in the number of Ukrainian students at foreign universities 

and the high level of dissatisfaction with the quality of education by Ukrainian 

employers. Using the data of the State Statistics Service of Ukraine, the status and 

tendencies of the development of higher education in Ukraine were investigated and 

the dynamics of the number of higher education institutions in Ukraine was 
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constructed (Figure 1). From 1990 to 1996, the dynamics of the number of higher 

education institutions in Ukraine has been moderately increasing, but the crisis of 

1998 and 2004 has affected the development of higher education in Ukraine and the 

dynamics of the number of higher education institutions is downward. In the 

academic year 2018/2019, the number of universities, academies, and institutes was 

282, and the number of colleges and technical schools 3701. In 2020, the Ministry of 

Education and Science introduced a system of redistribution of university funding, 

taking into account such indicators as the scale of the university; population; regional 

coefficient; positions in international rankings and the amount of research funding 

the university receives from business or international grants2. Therefore, competition 

between Ukrainian universities for public funding is projected to intensify. The 

largest and best universities will receive more funding compared to higher education 

institutions that have less than 1,000 students enrolled, who will be forced to 

integrate and use public resources effectively. 

 

Figure 1: Dynamics of the number 

of higher education institutions in Ukraine in 1990-2019 

Source: created by the author based on data of the State Statistics Service of Ukraine 

 

Figure 2 shows the dynamics of the number of students in higher education 

institutions in Ukraine in 1990 - 2019. From 1993 to 2008, the trajectory of student 

population dynamics was ascending, but in 2009, it changed to a descending one, 

reflecting a steady tendency to decrease in the number of students in universities, 

                                                 
1 State Statistics Service of Ukraine. (2019). Higher education institutions. Available at: 

http://www.ukrstat.gov.ua/operativ/operativ2005/osv_rik/osv_u/vuz_u.html 
2 Ministry of Education and Science of Ukraine. (2020). Bilshe hroshei – sylnishym [More money is 
stronger]. Available at: https://mon.gov.ua/ua/news/bilshe-groshej-silnishim-mon-opublikuvalo-

rozpodil-derzhfinansuvannya-universitetiv-u-2020-roci 
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academies, and institutes. In 2014, the military conflict, which significantly 

influenced the migration model of Ukrainian students and entrants, was reflected in 

a new trend of a sharp increase in student outflows abroad. According to UNESCO, 

in 2017 student migration increased by another 54 percent amounting to 77,219 

students3. 

 

Figure 2: Dynamics of the number 

of students in higher education institutions in Ukraine in 1990 - 2019 

Source: created by the author based on data of the State Statistics Service of Ukraine 

 

The main countries that Ukrainian students chose to study in the 2017-2018 

academic year were Poland (37,780 students - 55% in the structure of foreign 

students of Poland), Russia (11,340 students), Germany (9,388 students), Italy 

(2,718 students), and the Czech Republic (2,652 students)4. As a result, domestic 

demand for educational services in Ukraine is declining, but there is a positive trend 

of increasing numbers of international students from Asia and Africa (Figure 3). This 

is evidenced by data from the Ukrainian State Center for International Education. 

The main countries of origin of foreign students are India, Morocco, Azerbaijan, 

Turkmenistan, and Nigeria. In India, tuition is more expensive than in Ukraine or 

China, so Indian students choose Ukrainian medical universities to study, and in 

English-speaking countries, Nigeria and Ghana, Ukraine is currently the third most 

popular educational destination in the world. 

At the same time, the vast majority of Ukrainian HEIs (which are not medical 

universities) have a low percentage of foreign students in the student population. The 

                                                 
3 Friedman, О., Trines, S. (2019). Education in Ukraine. Available at: 

https://wenr.wes.org/2019/06/education-in-ukraine 
4 Stadny, Y. (2018). Ukrainian Students Abroad: Data for the Academic Year of 2017/18. Cedos Available 
at: https://cedos.org.ua/en/articles/ukrainske-studentstvo-za-kordonom-dani-do-201718-navchalnoho-

roku 
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adopted Law on the State Language made it impossible to provide educational 

services in Russian in many Ukrainian HEIs, which would lead to a significant 

decrease in the number of Russian-speaking students from Azerbaijan, Russia, 

Georgia, and Turkmenistan. 

 

Figure 3: Top 10 countries 

of origin of foreign students studying in Ukrainian HEIs 

Source: Ukrainian State Center for International Education 

 

Therefore, there is an urgent need to find new ways of attracting foreign students 

and creating the conditions for stopping the outflow of the young generation from 

Ukraine.  

The number of online education platforms successfully competing in the 

educational services market with traditional educational process technologies in 

Ukraine and in the world is increasing. The main online education platforms are 

"Prometheus", "ІТ Labs", "Teleportus", "Webpromo experts", "Laba", "EdEra". 

Ukrainian universities now face the challenge of effectively managing the 

competitiveness of universities, taking into account the challenges and turbulence of 

the external environment. The challenge for universities around the world is the 

unexpected COVID-2019 pandemic, with all higher education institutions being 

forced to suspend classroom teaching and move to a distance-learning environment 

that not all teachers and students at HEIs have been prepared for, indicating a low 

level of crisis management at universities. At the same time, online education 

platforms have taken advantage of the existing crisis in their own interests by 

conducting an aggressive marketing campaign to attract new users of educational 

services. 
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Figure 4 shows the dynamics of the budget of education and science of the 

General Fund of Ukraine, the budget dynamics since 2015 is upward; however, the 

level of expenditures on education in relation to the gross domestic product is on 

average with 6.5%.  

 

Figure 4: Dynamics of the budget 

of education and science of the General Fund of Ukraine 2013-2019 

Source: CEDOS, Education and Science Budget (Edition 2019) 

 

While R&D expenditures from GDP were only 0.4%, according to the World 

Economic Forum5. Therefore, higher education funding rates in Ukraine are 

therefore disappointing and higher education institutions are looking for new ways 

of funding. 

 

ІІ. Formation of a crisis prevention model in higher education institutions. 

Universities around the world use crisis management tools to prevent and 

manage crises, using crisis management tools to identify, evaluate, and prevent crisis 

phenomena. We propose a crisis prevention model in higher education institutions 

based on GAP analysis and scenario approach (Figure 5), which provides:  

Stage 1: Collection of analytical and statistical data. Analysis of the current 

state of the higher education market in Ukraine and in the world. 

Stage 2: A thorough analysis of the external and internal environment of higher 

education institutions using strategic management methods: SNW analysis, SWOT 

analysis and PEST analysis, EFEM and IFEM matrices. 

                                                 
5 World Economic Forum. (2019). The Global Competitiveness Report 2019. Available at: 

http://www3.weforum.org/docs/WEF_TheGlobalCompetitivenessReport2019.pdf 
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1. Collection of analytical and statistical data. Analysis of the current state of 

the higher education in Ukraine and research of world development trends 

 

2. Analysis of internal and external environment 

of the higher education institution 

2.1. SNW 

analysis 

2.2. SWOT 

analysis 

2.3. PEST 

analysis 

2.4. EFEM 

matrix 

2.5. 

IFEM 

matrix 

 

3. Identification of internal & external causes of crisis events in higher 

educational institutions 

(constructing Ishikawa charts for the most probable crisis events) 

 

4. Description of the desired state of higher education institution development 

4.1. Analysis of the world leaders among 

the higher education institutions 

(benchmarking) 

4.2. Absolute potential of the 

higher education institution 

 

5. Identification of criteria of qualitative and quantitative indicators of activity 

of higher education institution in three directions 

5.1. Educational activity 5.2. Research and 

Development (R&D) 

5.3. Innovative 

activity 

 

6. Evaluation of higher education institutions activities under the identified 

qualitative and quantitative criteria 

 

7. Identification of predictive values under the identified qualitative and 

quantitative criteria 

 

8. Identification of strategic gaps 

8.1. GAP 1 8.2. GAP 2 

 

9. Development of strategic set (initiatives) to eliminate or reduce gaps 

 

10. Implementation of preventive measures in higher education institutions 

Figure 5: Crisis prevention model in higher education institutions 

based on GAP analysis and scenario approach 

Source: created by the author 

 

Stage 3: Identification of internal and external causes of crisis in higher 

education institutions. For the most likely crisis events in the activities of a higher 

education institution, we suggest separately constructing Ishikawa charts that help 
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visualize existing problems and identify the cause and effect of crisis events by 

factors such as human factors, resources, methods, and environment. 

Stage 4: Description of the desired state of development of the higher education 

institution. The forecast of the desired state of development of a higher education 

institution can be characterized by taking into account the absolute potential of a 

higher education institution or by analyzing the status of world leaders by conducting 

benchmarking.  

Stage 5: Definition of criteria of qualitative and quantitative indicators of 

activity of higher education institution in tree directions: educational activity, 

research and development (R&D), and innovative activity. 

Stage 6: Evaluation of the activity of higher education institutions by defined 

criteria. Self-assessment of identified indicators and external peer review are 

envisaged.  

Stage 7: Determination of forecast values by defined qualitative and quantitative 

criteria. 

Stage 8: Identification of the strategic gaps of GAP 1 and GAP 2 (Figure 6). 

GAP 1 occurs in the short term, when the current state does not correspond to the 

desired state 1, and GAP 2 occurs in the long term in the case of failure to meet the 

desired state. 

Figure 6 shows a crisis prevention model in higher education institutions 

founded on a time-based GAP analysis, which allows identifying and evaluating 

discrepancies (gaps) between the current state and the desired state of the higher 

education institution. 

 

 

 

 

 

 

 

 

 

Figure 6: Crisis prevention model 

in higher education institutions founded on a time-based GAP analysis 

Source: created by the author 
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Stage 9: Develop a strategic set (initiatives) to bridge the gaps or reduce them. 

Development of initiatives is possible by higher management of the university with 

the engagement of students and teachers of the university.  

Stage 10: Implementation of preventive measures in the activity of higher 

education institution.  

In the course of the study, we identified the following external causes of crisis 

in higher education institutions: 

 Changing labor market needs (reducing the number of entrants; 

 The emergence of new professions, and the abandonment of traditional 

professions); 

 Demographic changes in the country (migration of the younger generation, 

decrease in fertility); 

 Increased competition between educational platforms, private universities, 

business schools, and public universities; 

 Lowering of primary and general education quality; 

 Low level of solvency of the society; 

 Lack of a model for financing research by private enterprises; 

 Strengthening the requirements for higher education institutions from the state. 

The main internal causes of crises in higher education institutions are the 

following: 

 Mismatch of infrastructure provision to the modern needs of the educational 

and scientific process; 

 Informational gaps in the preparation of different generations of educational 

workers and modern student youth; 

 Lack or low level of provision of educational and scientific laboratories; 

 Low level of development of marketing strategies; 

 Internal conflicts and infighting within higher education institutions;  

 Mostly low quality of educational programs; 

 Low level orientation for preparation of foreign students; low level of 

public funding; 

 Fragmentation of development strategies of Ukrainian universities; 

 Misuse of social media in spreading and responding to crises at university; 

 Weak level of application of strategic and crisis management tools in 

university activities. 
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CONCLUSIONS 

The proposed model enables higher education institutions to carry out self-

examination to identify the main internal and external causes of crises in a higher 

education institution, taking into account the peculiarities of their functioning. The 

identification and closing of gaps in the short and long term makes it possible to 

prevent crises and to introduce major measures to overcome the crisis. Competition 

between public higher education institutions, private higher education institutions, and 

online education platforms, which are more flexible to the rapidly changing market, is 

intensifying in Ukraine and in the world. Therefore, educational institutions in Ukraine 

need new ways of attracting students, given the downward dynamics of the number of 

students in Ukraine and the high level of student migration. Given the low level of 

funding for research and development, higher education institutions need to attract 

external sources of funding, create endowment funds in the HEIs, which would allow 

them to receive additional funds for university projects. Additionally, it is necessary to 

develop or intensify marketing campaigns to increase the number of international 

students not only in medical institutions but also in other universities. 
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Abstract: The article highlights the relevance of finding ways to support 

regional innovation processes. Measures to support regional innovation processes 

have been clarified, which also provides for determining the economic basis for 

funding support activities. As an economic basis for the financial support of the 

studied processes, part of their side result in the form of a multiplier tax effect is 

substantiated. The method of determining the value of the latter has been clarified. 

This method is based on the use of an event tree, which should be systematically 

refined. The method allows determining the share of investments in regional 

innovation processes, which are transformed into tax revenues and probabilities of 

corresponding events. Attention is drawn to the admissibility of objective error in 

such calculations. Its partial neutralization is possible through systematic work on 

collecting, analyzing and processing statistical information on regional innovation 

processes. Provision of financial support to regional innovation processes on an 

irrevocable basis for project promoters is justified. The methodological provisions 

of determining the threshold of expediency of financing of regional innovation funds 

are substantiated. 

 

Keywords: regional innovation processes; regional innovation fund; threshold 

of expediency of financing of the fund, a by-product of regional innovation processes, 

event tree, multiplier tax effect 

 

INTRODUCTION 

The issue of improving support for regional innovation processes is painful, 

relevant and overdue. There is no contradiction in the importance of innovation 

processes in the regions to intensify their development. It is important to clarify the 

features of appropriate support. 

It is desirable that the support of innovative processes have a stimulating effect 

on the intensity and usefulness of these processes for the economic development of 
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the regions and the national economy. Typically, such an impact is associated with 

either an increase in financial support or a reduction in taxes. Therefore, the issues 

under study are relevant, and proposals in one direction or the other must be carefully 

evaluated and justified. 

The analysis of the latest research and publications in the field of evaluation of 

regional innovation processes and their infrastructural support [1-7] allows 

determining the existence of deep developments in the topic. 

These and other studies have identified many shortcomings in supporting 

regional innovation processes; the influencing factors are specified. We will try to 

deepen the direction and clarify the economic basis of financial support for regional 

innovation processes, organizational measures of using such bases, methodical 

approaches for determining the quantitative parameters of organizational and 

financial support for such processes. 

The purpose of the work is to clarify measures to support regional innovation 

processes, which provides for determining the economic basis of financial support 

for such processes and the features of its provision. 

 

MATERIALS AND METHODS 

The idea of using an event tree is at the heart of our research. This involves the 

formation of an interconnected logical sequence of events, the first of which is the 

investment of regional innovation processes, and the final - the tax revenues to the 

state and local budgets due to the implementation of these processes. The ultimate 

goal of such modeling is to quantify the tax multiplier effect. It should be borne in 

mind that it will take effect even when a specific regional innovation project is 

already completed. In addition, it works even if the project is not completed due to 

failure. 

To build such an event tree, it is necessary to analyze the set of regional 

innovation projects and try to model further logical events related to the tax 

multiplier effect. It is important to identify all project participants who directly or 

indirectly benefit from their implementation and are involved in funding. Such 

relations should be expressed in the language of economic and mathematical models 

that take into account nonlinear stochastic relations. 

At its core, the proposed event tree is an average logical interconnection of 

events. Therefore, in quantifying the share of investments that are transformed into 

tax revenues, it is necessary to use regional statistics on the dynamics of investments 
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and the volume of taxes, income and savings of households, income and profits of 

entrepreneurs. In general, this method is an abstract simulation using regional 

statistics and expert estimates. 

 

RESULTS 

In most countries, tax cuts are an effective measure of economic support for 

important regional processes. However, when considering the support of regional 

innovation processes from the point of view of the regional economy, it should be 

noted that it is almost impossible to optimize taxes at the regional level, since it is a 

national level and very complex. At this level, financial support for the necessary 

processes is possible, but it is important to clarify the economic background, 

standards and quantitative parameters in order for the relevant support to be effective 

for both main parties of these relations: the state and the organizers of innovative 

projects. 

As an economic basis of financial support for regional innovation processes by 

the state, we propose to consider a side result from the implementation of innovative 

projects. In addition, a direct economic result can also be an economic basis for 

supporting regional innovation processes. A direct result from the implementation of 

innovative processes in terms of state regulation of the regional economy and the 

national economy as a whole, we see an increase in tax revenues to the state and 

local budgets, which are directly related to the course of such processes. The 

corresponding result can be clearly and accurately determined without any doubt as 

to its origin. 

For example, over the course of 3 years, an innovative project A was 

implemented in a particular region and 100 people worked on it. The project 

organizer compiled a report and transferred income tax on the income of citizens of 

1 mln. UAH, and value added tax - 500 thousand UAH. Therefore, the tax revenues 

from this project have been listed in the local and state budgets, which makes it 

possible to organize financial support for innovation processes both at the national 

and regional levels. Let us clarify that regional innovation processes proceed through 

the implementation of relevant projects. 

We are considering the side result from the implementation of innovative 

projects as an increase in tax revenues to the state and local budgets, which are 

inherently related to innovation processes (projects), but not directly but indirectly. 

To quantify its value accurately is problematic, and any result of calculations is 



76 

characterized by relativity and error. By its economic nature, such a side effect is a 

multiplier effect by the intensification of business activity in the region. It is possible 

exceeding the direct result in value. 

An important fact is that both the side and the direct result the state receives 

even in case of failure of innovative projects for their organizers. The main organizer 

of such projects is the business sector. In addition, the high-tech self-employed 

population in this respect has the characteristics of the business and household 

sectors. In the development of regional innovation processes, this sector, in particular 

in the regions of Ukraine, is becoming increasingly important. 

In the course of the processes under study, one sector, namely the state, has a 

one-sided advantage: tax revenue will be gained in each case, while entrepreneurs 

will only benefit if projects are successfully implemented. Conflict of interest 

between the economic sectors is possible by compensating the organizers of 

innovative projects for a part, if not a direct, at least a side result. If we consider the 

direct result as an unconditional payment to the state, which it must receive, 

obligatory to ensure the performance of state functions, then in the distribution of 

the by-result, discussions are possible. 

For example, the state financially supports birth rates with the expectation that 

children will grow up, become taxpayers, and overcompensate for the state's costs. 

Similar to fertility support, regional innovation processes should be addressed. By 

sacrificing part of the results (part of the side result) that the state receives from them, 

in the future it is possible to count on the tax multiplier effect. 

 

Figure 1: A simplified version of the event tree to determine 

the side effect of regional innovation processes 

Source: created by author 

 

Considering the methodological approaches of quantifying the value of a side 

result from the regional innovation processes, we emphasize the possibility of using 
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the event tree to determine the share of investment in such processes that are 

transformed into tax revenues. The appropriate approach should be systematic: first, 

a simplified event tree is formed (Fig. 1). 

Based on the systematic collection, analysis, and processing of relevant 

material, the relevant event trees should be complicating in order to clarify the cause-

and-effect relationship and increase the number of events (Fig.2). 

 

Figure 2: A complicated example of an event tree 

where: IE - initial event - investment in innovative projects; Int.E1,…n - 

intermediate event; UE - ultimate event - tax revenue. 

Source: created by author 

 

Based on such event trees, it is possible to determine both the share of 

investment volumes that are transformed into the corresponding revenues to the state 

and local budgets, as well as the value of the probabilities of such events. The 

existence of an error in the calculations should be recognized as an objective 

phenomenon, but with the organization of systematic work on the collection, 

accumulation and processing of statistics on investment and innovation activities, 

the magnitude of such error will gradually decrease. 

Regional structures, such as regional innovation funds, may be created to 

perform the functions of determining the relevant side result and its partial 

distribution. There has already been a similar fund in the history of Ukraine, but it 
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provided financial support for innovative projects on a returnable basis. This was the 

key reason for its failure: innovative projects are characterized by a higher risk of 

failure, so not all budgetary funds have been returned.  

If we consider the side effect of regional innovation processes as the economic 

basis of their state financial support, there is no need to reimburse the state for the 

funds from the project organizers. Nonspecific individuals and regional innovation 

processes are supported. In this case, the financial support should be irreversible to 

the organizers, since in any case the state will receive the effect directly or indirectly 

from the fact that the processes under study are developing. 

When creating a regional innovation fund, which will be determine the side 

effect of regional innovation processes and arrange for their financial support, an 

additional important indicator in the activity of such structures is the "threshold of 

expediency of financing" (Пд), which depends on the volume of its overhead and the 

amount of direct financial support for regional innovation processes. 

By economic nature, this indicator is close to the break-even point and shows 

the minimum permissible amounts of funding for these structures. Lower volumes 

of financing at such the existing overhead of a regional innovation fund makes the 

activity of this fund inappropriate. 
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 , (1) 

Пд - threshold of expediency of financing of regional innovation fund, monetary 

unit.  

Вн - annual overhead costs for the maintenance of the fund's apparatus, 

monetary unit / year; 

Кк - compensation factor. Shows the fraction of a side result from the 

implementation of regional innovation processes, which is compensated by the state 

for the project organizers. Its value should range from "0" to "1" and be set by the 

employees of the respective fund. The use of this coefficient should provide a rule: 

the cumulative side effect of the increase in tax revenues resulting from the 

implementation of regional innovation projects should exceed the amount of 

financing the activities of the proposed structure. 

The net benefit of the state from the support of financing of regional innovation 

processes (ЧВД) is determined by the formula: 
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where 


n

1і

очПР  - cumulative annual expected side result of implementation 

of those regional innovation projects supported by the Fund, monetary unit; 

n - the total number of projects supported by the Fund during the year. 

ФЗФ - general financial support for the Fund's activities, monetary unit per year. 

At the same time 

ФЗФ = Вн + ФІП, (4) 

where ФІП – funds that go directly to support regional innovation processes, 

monetary unit. 
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In order to financially support regional innovation processes, it is possible to 

partially finance them with the relevant fund already upon implementation. For 

receipt partial compensation, the organizers of regional innovation projects can 

submit to the Regional Innovation Fund Directorate applications and documents 

confirming the innovativeness of the project and allowing determining the side 

result. Based on the submitted documents, the Fund's management estimates the size 

of the by-result on the actual data (actual estimates) and in the case of a positive 

decision, its organizers may be compensated by a certain amount determined by the 

formula: 

кфкомп КПРР
іі
 , (6) 

where 
ікомпР  - amount of compensation for the i-th period of time, monetary 

unit 

іф
ПР  - the estimated amount of a expected side result by a regional innovation 

project. 
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The proposed scheme is one possible. Others may provide interest repayments 

on bank loans or to be carried out in the form of down payments. 

 

DISCUSSION AND CONCLUSION 

The concept of organizational improvement of support for regional innovation 

processes has been clarified, which provides for determining the economic basis of 

their financial support and the features of its provision. 

As an economic basis for financial support for regional innovation processes, 

part of their side result in the form of a multiplier tax effect is substantiated. The 

methodological basis for determining such an effect is the formation and systematic 

refinement of the event tree, which determines the share of investments that, because 

of regional innovation processes, is transformed into tax revenues, as well as the 

probability of corresponding events. 

The organizational basis for improving support for regional innovation 

processes is the formation of structures (regional innovation funds) that 

systematically evaluate the side effect of such processes and provide financial 

support to the organizers of regional innovation projects on an irrevocable basis. 

No need for a refund of financial support is identified as a key condition for the 

success of the structures created. The condition is based on the idea that the main 

purpose of supporting regional innovation is to support the processes rather than the 

individual. In return, the return from regional innovation processes is implemented 

in the form of direct and indirect results in any case, even in the case of failure of 

individual innovation projects. As the return from the processes is in any case, then 

there is no requirement for a mandatory return from the individuals. In turn, financial 

support for the processes themselves is not possible without economic stimulation 

of the persons - organizers of regional innovation projects. 

The methodological approaches proposed to determine the feasibility of 

financing regional innovation funds allow for optimization of infrastructure support 

for regional innovation processes. 
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INTRODUCTION 

Globalization is a process of integration resulting from the growing mass trade 

and cultural exchange in the world. This process can be called a regularity that 

dramatically increases the production and consumption of goods and services in the 

world economy. The largest companies are no longer national companies but operate 

at the level of affiliates or transnational corporations (TNCs). As globalization 

accelerates over the last half century, large companies operate in more than one 

country as a result of the free movement of capital, goods and services, resulting in 

increased foreign trade. On the one hand, this leads to a further enrichment of 

multinational companies in developed countries, such as McDonald's and Starbuck, 

on the other hand, the distance between less developed and developed countries 

increases. 

 

MATERIALS AND METHODS 

The methodological and theoretical basis of the research is the concepts and 

theoretical provisions covering transnationalization processes, scientific research of 
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foreign economists on globalization and management of transnational activities, 

world experience, scientific-theoretical and practical views of local economists and 

experts on this topic, etc.  

 

RESULTS 

In order to be able to assess the recent phenomenon called globalization, it is 

first necessary to understand this phenomenon over time, along with its 

characteristics, causes and consequences. In fact, the historical meaning of 

globalization is not a new concept. This process, called globalization, is a term that 

has been in use since the early twentieth century. The socialist revolution in Russia 

in 1917 and the subsequent break-up of countries such as Eastern Europe, China and 

Cuba after World War II slowed this process. Although globalization has accelerated 

again since the 1970s, with the collapse of bureaucratic regimes and the transition to 

capitalism in the above-mentioned countries, capitalist capitalism has spread around 

the world on a larger scale and around this time began to deepen. 

Thus, the current state of globalization is the result of this development process. 

In the last decades of the twentieth century, as international relations changed, the 

two-century-old system of industrial relations also entered a new stage of 

development. The countries involved in this process are undergoing a very serious 

transformation. One of the main levels of globalization is the political factors that 

have come to the fore, especially with the collapse of the USSR and at the same time 

the socialist camp. As globalization expands toward post-socialist countries, 

common Western goals such as international terrorism, water, and global warming 

can be expected to replace common Western goals in the fight against communism 

and fascism in the past. 

In a limited (economic) sense, globalization is the acquisition of the ability to 

freely and consistently move the factors of production (capital, labor, 

entrepreneurship, knowledge and goods) and the trade in services around the world. 

Globalization in the broadest sense is a phenomenon in which universal political, 

social and cultural values transcend national barriers and become local norms and 

routines. As with any new process, there are pros and cons to globalization. 

Proponents see globalization as a multifaceted, broad, all-encompassing process that 

transforms the world. This group makes globalization manageable and predictable 

from its own point of view due to its qualitative advantages such as knowledge, 

skills, abilities, innovation and creativity. Globalization, arising from its basic 
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dynamics, is the best tool for improving the welfare of man and society by creating 

favorable conditions for the free flow of goods and factors of production on the 

economic platform. However, the uncertainty and even danger of this process from 

the point of view of non-professionals, which will be carried out on a global scale, 

should not be overlooked. The international mobility of labor, especially in the 

example of the migration of knowledge, which is its new form, is a component of 

globalization, and many factors contribute to the optimization of the structure of 

global production and the specific benefits of globalization for certain countries. 

That is why the process of globalization will deepen and develop, regardless of the 

will of any state, producer or consumer, in short, anti-globalists. International 

production is carried out at local enterprises operating on a contract basis, as well as 

at enterprises located abroad. As a result, foreign companies not only prevent the 

decline in production, but also save initial investment and simplify the management 

structure (as contractors are responsible for the phases of production). This 

production has a direct international character. For example, the production of cars 

(different brands) is distributed among the enterprises of seven countries, and each 

country is responsible for its own production phase. There is another type of 

production. The head office is in a developed country, but the assembly of parts and 

components is in another country. It is developing rapidly as one of the main tools 

in the struggle for international production markets. Several factors have contributed 

to the practical realization of globalization. The first of these is economic liberalism. 

Globalization and neo-liberal policies have reduced the role of states in both 

economies and business. On the one hand, many bilateral and multilateral 

international agreements have resulted in lower customs tariffs, the elimination of 

non-tariff barriers, and the simplification of export and import procedures. It should 

be noted that global production, which emphasizes multilateral cooperation, has 

benefited more from globalization than from international commodity trade, which 

is sensitive to changes in national income. It is not in vain that the World Trade 

Organization (WTO) has been fighting for several years for the adoption of a code 

on foreign investors. Thus, the function played by international commodity trade in 

the 1950s and 1960s is now being performed (after the 1990s) by physical, financial 

and human capital. 

Before moving on to the role of TNCs in the inflow of foreign investment, it is 

necessary to answer what TNCs and foreign direct investment (FDI) are. According 

to Richard Caves, a professor at Harvard University, TMK is a company that 
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oversees and manages manufacturing facilities (plants or service companies) in at 

least five countries. It should be noted that the definition consists of two parts: first, 

it must control and manage enterprises operating in at least two countries. Second, 

these enterprises must be managed by the same company. In general, according to 

Helleiner, TMCs are formed under the influence of a number of factors, including 

the following: 

 Internationalization of production and capital on the basis of the 

development of productive forces; 

 Expansion of capital abroad, establishment of enterprises and branches 

abroad; 

 High-income efforts; 

 Fierce competition leading to the concentration of production and capital at 

the international and national levels; 

 Declining importance of geoeconomic boundaries. 

The emergence of international companies is directly related to foreign 

investment. In the world practice, an international company is considered as a form 

of structural organization of a large company that makes direct investments in 

different countries of the world. The outcome of an international company's foreign 

direct investment may be different. In this case, a foreign enterprise in which the 

direct non-resident investor has less than 50% of the shares, a firm in which 50% of 

the shares pass, or a foreign branch owned entirely by him may be established. 

According to the Organization for Economic Co-operation and Development 

(OECD), Foreign Direct Investment is an investment in an enterprise in another 

country for long-term profits. According to another definition, foreign direct 

investment is defined as financial or technological resources that a country can add 

to its economic power in a short period of time by providing other countries to pay 

for it in various forms in the future. In the European Union (EU), according to 

Directive 1988/361 / ees, adopted in 1988 for the free movement of capital and 

entered into force on 1 July 1990, capital movements consist of thirteen parts: 

1. Direct investment; 

2. Real estate investments; 

3. Transfers related to documents normally auctioned in the capital market; 

4. Transfers related to the documents of participation of collective investment 

companies; 
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5. Transfers related to documents and other instruments normally auctioned in 

the money market; 

6. Transactions on current accounts and deposits in financial institutions; 

7. Loans related to commercial operations or services provided by a person 

sitting in the community; 

8. Commercial debts and loans; 

9. Letters of guarantee, other guarantees and pledges; 

10. Transfers related to the implementation of insurance agreements; 

11. Physical import and export of financial prices; 

12. Other capital movements. 

Foreign capital according to the Organization for Economic Cooperation and 

Development: 

 The foreign investor's share in the company's earnings, which is not 

distributed and re-invested; 

 Receipt of shares and debt documents (short, medium and long-term debt 

documents) from the parent company by a foreign investor in cash or in kind; 

 Loans provided by a foreign investor to the company; 

 Non-cash machine and production fees received by a foreign investor from 

the company; 

 Covers commercial and other loans provided by a foreign investor. 

As can be seen from the above classification, wealth acquired in foreign 

countries can have either financial or real (physical) quality. An international 

portfolio investment is when a firm buys a financial instrument (such as foreign 

borrowing and stock prices) from another country's money and capital markets in 

order to earn interest, dividends and capital gains for more than a year. If the party 

carrying out this operation is a foreign state, an official international organization, it 

is also called medium and long-term official foreign capital movements. This is the 

case, for example, with long-term loans from the International Monetary Fund and 

the World Bank, or interstate debt relations (whether one country buys another 

country's official bond or lends it directly). Only trade bonuses, financing bonuses, 

treasury bonuses, deposit certificates, term bank deposits, export loans, pre-

financing loans, correspondent openings, etc. with a term of less than one year. 

Financial flows with private and official characteristics, such as, are short-term 

capital movements. Material investments obtained or created in foreign countries, 
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such as buildings, territories, factories, production facilities, supplies, are called 

foreign direct investments. 

 

Reasons for the emergence of transnational corporations and its history 

The reasons for the emergence of transnational companies are as follows: 

 Demand from a foreign country; 

 To protect against competition from other companies; 

 To obtain information on the markets of countries with cultural differences; 

 Easy access to foreign markets and improvement of the global network; 

 Reduce investment costs and risks by finding financial resources; 

 Maintain control; 

 To take advantage of tax benefits; 

 To make a profit; 

 Take advantage of cheap labor; 

 Stimulate. 

The development of transnational corporations is in fact a very long stage. The 

beginning of this process must be sought in firms founded by states in the 1500s and 

1800s during the period of Mercantilist Capitalism and Colonialism, which aimed to 

obtain the natural resources and agricultural products of other countries. Between 

1800 and 1875, the necessary infrastructure for the establishment of transnational 

corporations developed, and firms took over the supply and consumer markets by 

acquiring other firms, and an oligopolistic market structure emerged. 

Railways, telegraphs, steamships, telephones became the basis of modern mass 

production and distribution of the "Industrial Revolution" of the late nineteenth and 

early twentieth centuries. From that time on, the rapidly evolving companies needed 

a new management hierarchy, which was the basis of modern transnational 

corporations. 

Although there are various opinions in the modern economic literature about the 

evolution of transnational corporations and the rapidly expanding path of expansion, 

it is generally accepted that this process has gone through the following stages: 

1. The first stage is the period until the end of the XIX century and the 

beginning of the XX century, ie before the beginning of the First World War (1914); 

2. The second stage is the period from the 20s to the 40s of the last century; 

3. Third stage is the period from the 50s of the XX century to the 70s; 

4. The fourth stage are 70-90s of the last century; 
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5. The fifth stage covers the period from the 90s of the XX century to the 

present day. 

 

Common features of transnational corporations 

Transnational companies are companies that continue their investment activities 

in more than one country, where production decisions are made centrally, and in 

various ways influence the decisions of their affiliates. Just as International Business 

Machines can be a company with factories, offices and different functions in 

different countries, it can also be a company like Boeing that carries out export 

operations across national borders. 

Another definition: large companies that, with their head office in a particular 

country, operate in one or more countries through self-coordinated divisions, small 

companies, and decisions made by the center in accordance with general company 

policies. 

According to the latest UNCTAD report, there are currently about 65,000 

transnational corporations around the world operating in various sectors of the 

economy. Many transnational corporations are headquartered in the United States, 

the European Union, or Japan. Although by 1993 all of the top 100 transnational 

corporations were in developed countries, in 2007 the list already included three 

Korean, one Chinese, one Hong Kong, one Malaysian and one Mexican companies. 

The share of transnational corporations in international trade is very large. For 

example, in 2008 the output of the largest transnational corporations accounted for 

4% of world GDP, 9% of assets, 16% of exports, and 11% of the workforce. 

In addition, transnational corporations are the largest foreign direct investment 

entity in the world, investing $ 1.4 billion a year in the 2000 developed countries. 

This trend continued until the 2008 global financial crisis. By 2007, 1979 billion. It 

has reached the US dollar. 

 

DISCUSSION AND CONCLUSIONS 

Transnational corporations are intensifying the process of globalization. The 

investment provides economic support to the regions, as well as the interaction of 

developed countries and poor countries in international markets. 

There are many definitions of foreign direct investment in the economic 

literature. According to one of them, foreign direct investment is financial flows 

caused by global production. Another common definition in the economic literature 
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refers to foreign direct investment as investments made in a foreign country with a 

sufficient shareholding to have a say in the long-term management of the company. 

The International Monetary Fund (IMF) defines direct foreign investment for 

statistical purposes as "an international investor owning more than 10% of the capital 

of any local company." 

In terms of subject matter, foreign direct investment is more important. There 

are two main reasons for this. First, as a quantitative measure, foreign direct 

investment has a large share in other types of foreign investment. In fact, portfolio 

investments and short-term capital movements are also expressed in large numbers, 

but this situation is temporary. Second and more importantly, the FDI is a desirable 

form of capital export because it stays in the host country for a long time, increases 

investment reserves, and creates new jobs. Highly liquid international portfolio 

investments and short-term private capital movements based on relatively short-term 

dividends and interest income are very sensitive to economic and political changes 

in the country and leave the country in the face of the slightest negative expectations 

that is considered one of the importance. For example, the crises created by 

international capital movements in the form of portfolio investments in Mexico in 

1994, Asia in 1997, Russia in 1998, Turkey in November 2000 and February 2001, 

led to a decline in demand in the real economy. led to a narrowing of trade. Also, 

during the Asian crisis, foreign trade banks withdrew billions of dollars in loans from 

the region in a matter of days, while foreign direct investment maintained its level, 

and in some cases even increased optimistic expectations. For this reason, in the past, 

some countries, especially those with speculative and short-term restrictions on 

capital movements, have been extremely liberal in their foreign direct investment 

and have enacted liberal laws in this regard. There are differences between 

international portfolio investments and short-term capital movements and foreign 

direct investment, both in the country they go to and in the global context, in terms 

of the results they produce. Full liberalization of financial markets without adequate 

infrastructure is dangerous in many ways. In particular, short-term foreign private 

capital movements (hot capital) in developing countries can increase the impact of 

external shocks. This is because the spontaneous liberalization of financial markets 

may necessitate the elimination of legal regulations aimed at controlling the inflow 

and outflow of hot money into the country. As is well known, the vast majority of 

short-term loans and contracts are derivative contracts related to currency risk 

management. These speculative funds are not used for fixed capital investments such 
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as building a factory or creating a new business area. At the same time, companies 

do not make long-term investments using tools that can be withdrawn with an 

immediate decision. Even the risk posed by such hot capital may make a developing 

country less attractive for long-term investment. The potential negative impact on 

economic growth and development is clear. For this reason, some economists even 

recommend that developing countries allocate the same amount of reserves to short-

term foreign loans in order to reduce the risks of such capital inflows. 
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Abstract: This article is devoted to the planning problem of a German language 

class. It describes the basic models of a lesson planning: a "straight arrows" model, 

a boomerang model and a "patchwork" model. The above-mentioned models 

undergo theoretical analysis and all their features are revealed in this article. Recent 

research in methodology and pedagogy is based on the development of linguistic 

awareness. Similar to a child that goes through learning and development process, 

students use new structures before even reflecting and analyzing how they are built. 

This type of learning model is called "the boomerang model". The article describes 

an experimental study and presents the results obtained after its completion. 

The results of the conducted experiment confirm that the planning of the class 

using the boomerang model significantly contributes to the usage of didactic 

methodical principles and autonomous learning of students. Due to "the advanced 

use", students develop their own sense of language, actively using the new structure 

intuitively similar to the natural process of language learning. In addition, by 

autonomously using new grammatical structures without explanations of a teacher, 

students become more confident, establishing certain analogies, patterns and 

learning grammatical rules. The results of this experiment confirm the hypothesis 

that advanced use makes the inductive teaching of grammar efficient. Students are 

brought to the rule from a concrete real example and its functions. As a result, 

students gradually learn to reflect this on their own learning process and discover 

effective strategies of language learning. 

 

Keywords: class planning, leaner-centered class, straight arrows, boomerang 

model, patchwork 

 



92 

INTRODUCTION 

In today's realities of education development, the class remains the main form 

of organizing of the process of studying. In the conditions of the formation of 

innovative education based on a competent approach, reinterpretation of the issues 

concerning construction of a learner-centered German language class should be 

carried out. In such a class, many perspective pedagogical ideas, including linguistic 

methodological ones, could be realized. The importance of the realization of this task 

is confirmed by the theory and practice of teaching German in a modern school. 

The analysis of the publications devoted to the solution of the above-mentioned 

problem affirms that the main features of the modern lesson are described in the 

scientific works of many scholars (H. Funk, 2010; W. Klafki, 1962; H. Meyer, 2005, 

2010; J. Harmer, 2007; G. Zimmermann, 2001). 

A modern class is a democratic class. A teacher does not perform a modern 

standard class where students are passive participants of the learning process, but it 

requires an active participation of them. This is a lesson in which the democratic 

style of communication dominates. Students learn to gain knowledge rather than 

learning an absolute given information, where none of them is afraid to express their 

opinions and prove their thoughts. 

The following features characterize the modern class: the variability and 

flexibility of the lesson structure; the learner-centered orientation; the optimized 

types of activities and the modes of interaction at the class; the formation of the most 

important competencies of students; the cooperation between a teacher and a student. 

Each type of lesson organizes and structures the process of learning in 

agreement with the aims and objectives of the class. The division of the lesson into 

stages is made in accordance with the didactic principles of teaching, as well as the 

desire of teachers to provide support for students in the process of learning a foreign 

language (Ende, 2013, p. 98). 

The necessity to divide a lesson into stages or fragments results from 

psychological particularities of students. Students' attention, after a certain period, 

becomes unstable and, as a result, the perception and practice of the material 

worsens. In pedagogy, the notion of rhythmization of a class has an honorable 

mention. It is stated that the phases of concentration are to be changed by the phases 

of relaxation to ensure the high level of students' attention and willingness to learn 

the language (Unruh, 2018). 

A German class consists of the following structural elements: 
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 Engage 

 Study 

 Activate (Harmer, 2007, p. 84) 

Each of the above-mentioned structural elements of a class is characterized by 

the following activities. At the first stage of a lesson, the teacher introduces the 

subject of the lesson to the students, motivates them to work and activates the 

knowledge on the topic. At the next stage of the class, the students practise the 

learning material offered by the teacher, do exercises and tasks aimed at obtaining 

and developing a certain skill. At the last stage of the lesson, students produce gained 

knowledge in simulated situations that are close to reality. 

A good class has to contain a judicious blend of coherence and variety. 

Coherence means that students can see a logical pattern to a lesson (Harmer, 2010, 

p. 158). 

The specific element of a foreign language class is that the construction of a 

German lesson was for a long period under the influence of the didactic PPP model 

(Present - Practise - Produce). According to this model, students receive information, 

practise it and eventually produce the presented and applied in practice information. 

This model is predictable and can be used in different target groups. 

J. Harmer defines three possible models of a foreign language class: "straight 

arrows", boomerang model, "patchwork" and characterizes each stage of the class in 

the following way (Harmer, 2007, p. 84). The following types of activities are typical 

for the first stage: the awakening of interest, the establishment of an emotional 

attitude to the subject of study, the construction of readiness for learning & activation 

of prior knowledge. At the second stage, students learn about the form and meaning 

of a particular language phenomenon; they practise and drill lexical, phonetic and 

grammatical structures; for example: the construction of perfect tenses, the 

intonation in the questions, the meaning of specific words, the meaning of specific 

information in written texts and audio texts. At the last stage, students produce 

acquired knowledge in real situations, using language and speech structures in 

individual contexts and according to the content. At this stage, the formal correctness 

in the usage of a particular phenomenon is not of such importance as the 

communication or the content of the statements. 

The ‘straight arrow’ model in German class construction is the most common 

model and has the following structure: engage, study, activate. This model is similar 

to the PPP model (Eggert, Koch 2003; Plöger 2008; Gonschorek, Schneider 2007).  
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The framework of such a lesson usually looks like this: 

1. Lead in. At the beginning of the class, the teacher shows a photo in order to 

attract the attention of the students and arouse their interest. The photo shows the 

situation that will be discussed at the lesson or in which the speech act will take 

place. 

2. Presentation. The teacher presents language units or speech structures with 

the help of a dialogue recording on a CD, a dialogue presented in the textbook or a 

note on a board or on a hangout. 

3. Systematization and/or semantization. Form or meaning of the structure or 

statement are worked out and explained. This is done under control of the teacher or 

students themselves. Students independently discover the meaning of a particular 

phenomenon, using COS method: Collect, Order & Systematize. 

4. Training. 1. Students reinforce new structures by doing closed reproductive 

exercises, most of which are exercises for simulation. 2. Students reinforce new 

structures by doing open tasks that are partially reproductive. 

5. Production. Students apply acquired knowledge in situations that are as 

close to real life as possible. They individualize the content as if they speak 

themselves. Consequently, they use structures in their own contexts. These exercises 

are made to be productive (Ende, 2013, p. 104, Kaufmann, 2014, p. 214). 

Recent researches in methodology and pedagogy are based on the development 

of the linguistic awareness: Like learning and developing of children, students first 

use the new structures and only later reflect and analyze how these structures are 

built. This type of class structure corresponds to the boomerang-model: introduction, 

activation (automation), practice & production. According to this model, the teacher 

motivates the students at the first stage of the lesson, awakens their interest and sets 

goals for students, for example writing a letter or performing a role-play. Students 

with the support of teachers and learning materials practise the language definitions 

they need to complete their task. Students produce texts or play roles and 

demonstrate authentic usage of the target language. There is one more stage when 

students present the results of their work, the stage in which the students focus their 

attention on linguistic phenomena, in the reproduction of which they encounter 

difficulties or have things that they could not correctly reproduce (Ende, 2013, p. 

106). 

The third model of a foreign language class according to J. Harmer is called a 

"patchwork" model. This model embodies various combinations of the structural 
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elements of a class. For example, at the beginning of a class, teacher motivates the 

students, activates the prior knowledge of the students and encourages them to apply 

this knowledge in conversation, before getting to explanation of new structures. 

Afterwards, the students practise following linguistic means for their further usage. 

The next stage of a class is to motivate students to practise the language definitions 

for a second time. 

 

METHODS 

These theoretical methods of research were used for studying and analysis of 

the pedagogical literature: analysis, synthesis & comparison. In order to study the 

specifics of German class and effectiveness of different models in a foreign language 

class planning, we used empirical methods: survey and included observation, as well 

as methods of mathematical statistics. 

Experimental study on usage of the boomerang model when planning a 

"German as a foreign language class" was conducted in student groups of levels 

(B1.1 - 21 students and A1.2 - 33 students) from Vinnytsia State Pedagogical 

University named after Mykhailo Kotsiubynsky, as well as auditor groups from the 

Study Center of German Language (partner of Goethe institute) (level B1.1 - 30 

students). In all the groups, German classes were predominantly planned using a 

"straight arrows" model in which the automation phase follows a preliminary 

analysis of the grammatical structure. 

Based on authors' recommendations of the DLL 6 (Ende, 2013) on "the 

effectiveness of modeling situations in German language classes that encourage 

students to first use the structure they must master, and only then analyze how the 

structure is constructed" (p. 104). An attempt was made to establish how the "the 

advanced use" of new grammatical structures in the boomerang model class affects 

the activity and autonomy of the students during its assimilation. 

The main tools for obtaining data on the effectiveness and feasibility of 

introducing "he advanced use" structure were the observation of the teacher and the 

guest teacher as well as student self-reflection based on their answers to anonymous 

questionnaire. An independent teacher was not involved, but noted her own 

observations in the appropriate form. 

The main indicators of the effectiveness in planning of class using the 

boomerang model, which served as the basis for the targeted observation by the guest 

teacher, are the following: 
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1. The communicative task is formulated in such a way that students use the 

grammatical structure at the beginning of the lesson (during the introductory phase), 

before they reflect or analyze how the structure is constructed (available for 

observation); 

2. Students use the structure correctly (talking in pairs) without asking the 

teacher for help (available for observation); 

3. During the interaction students are active and interested (available for 

observation); 

4. During the phase of reflection, students formulate their own conclusions 

actively and in motivated manner (available for observation); 

5. The overwhelming part of the students' statements after the phase of 

systematization is grammatically correct (available for observation); 

6. Students evaluate "the advanced use" of new grammatical structure as 

useful and can explain it (based on a questionnaire). 

As a part of a survey at the end of the class, students were asked to answer 

anonymously such questions on a scale from 1 (to a lesser extent) to 5 (to the greatest 

extent): 

1. Were you able to successfully complete the task at the beginning of the 

class? (Yes - 5, No - 1); 

2. Did you formulate a new grammar rule yourself? (Yes - 5, No - 1); 

3. Did you ask the teacher for help or additional explanations when working 

on the tasks and formulating a new grammar rule? (Yes - 5, No - 1); 

4. How do you rate your own activity at the class today compared to the past? 

(High - 5, Low - 1); 

5. Did you feel any difficulty doing the main communicative task in the class?  

6. Did training of the new grammar structure at the beginning of the class help 

you to analyze it later during the class? (Yes - 5, No - 1) Why?; 

7. Do you have a feeling that you can now use the new grammatical structure 

yourself? (Yes - 5, No - 1). 

Thus, the involvement of observation and questioning of students allowed 

establishing the effectiveness and advantage of planning a class using a boomerang 

model, both from the standpoint of the teacher and from the perspective of those who 

learn. 
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RESULTS 

The results for the survey of student groups (levels B1.1 - 21 students and A1.2 

- 33 students) from Vinnytsia State Pedagogical University named after Mykhailo 

Kotsiubynsky, as well as auditor groups from the Study Center of German Language 

(level B1.1 - 30 students) are shown in the table. They represent the number of people 

that graded the boomerang model class using the above criteria in scale from 1 to 5. 

Table 1 

Student and Auditor Survey Results 

Group 

(number of 

participants) 

B1.1. Students (21) 
B1.1. Course Auditors 

(30) 
A1.2 Students (33) 

Grade 5 4 3 2 1 5 4 3 2 1 5 4 3 2 1 
Successful 

‘advanced use’ 
of grammatical 

structures 

2
1 

– – – – 
2
4 

6 – – – 3 
1
5 

1
5 

– – 

Self 
formulation of 

grammatical 

rules 

9 
1

2 
– – – 

1

5 
9 6 – – 

1

2 

2

1 
– – – 

Need for help 
from a teacher – – – 3 

1

8 
3 

1

2 

1

2 
– 3 3 – 

1

5 

1

5 
– 

Activity at a 

class 
9 9 3 – – 9 

1

2 
6 3 – 6 

2

1 
6 – – 

Difficulties 

during the main 
communicative 

task 

– 3 3 6 9 – 3 6 3 
1
8 

– – – 
1
5 

1
8 

Positive grade 

for ‘advanced 
use’ of 

grammatical 

structures 

1

8 
3 – – – 9 9 9 3 – 

1

8 
3 9 3 – 

Ability to 

autonomously 

use new 
grammatical 

structures 

1

2 
9 – – – 

2

1 
6 3 – – 

2

1 

1

2 
– – – 

Source: created by author 

 

Data received from surveys, as well as observations of teachers allow analyzing 

the success of a class planned using the boomerang model based on the following 

criteria: 

1. Successful "advanced use" of new grammatical structures. All students and 

auditors of level B1.1 at the beginning of the class were already able to use new 
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grammatical structures during the interaction without preliminary analysis. In the 

group of level A1.2, 18 people reported the successful use of the new grammatical 

structures, while 15 students demonstrated a mediocre success. 

2. Self-formulation of grammatical rules. According to the results of the 

survey, all students and the vast majority of auditors were able to independently 

analyze the new grammatical structures and establish appropriate grammatical rules. 

3. Need for help from a teacher. All students of level B1.1 worked quite 

autonomously in cooperative social forms, as well as in solving problems and 

establishing grammatical rules, almost without asking a teacher for help or additional 

explanations. At the same time, some students of level A1.2 sometimes needed a 

teacher's support. 

4. Activity at a class. Most students and auditors have confirmed a higher level 

of self-actualization in a class planned using boomerang model compared to the 

experience in a traditional class. 

5. Difficulties during the main communicative task. Most students and auditors 

showed relatively minor difficulties during the main communicative task. The 

observations of teachers also confirmed these data about the overwhelming 

correctness of statements said by students. 

6. Positive grade for "advanced use" of grammatical structures. Most students 

and auditors rated "the advanced use" of grammatical structures as useful and 

appropriate. In the comments, the students noted that "advanced use" helped them 

better understand the new structures and learn how the last could be applied in real 

life. 

7. The ability to autonomously use new grammatical structures. All students 

and nearly all auditors noted that they had the ability to independently use the new 

grammatical structures. 

The results of the conducted experiment confirm that planning of a class using 

the boomerang model contributes significantly to the implementation of didactic-

methodical principles and autonomous learning of students. Thanks to "the advanced 

use", students and auditors develop their own sense of language by using intuitively 

the new structures similarly to the natural process of language learning. In addition, 

students become more confident in the independent use of new grammatical 

structures without explanations of the teacher, establishing certain correspondences, 

patterns and formulation of grammatical rules. 
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Consequently, "the advanced use" contributes to the effective inductive teaching 

of grammar: from a concrete real example and its function, students are brought to 

the rule. As a result, students gradually learn to reflect on their own learning process 

and use effective strategies for learning a language. 

 

CONCLUSIONS 

The conducted experiment allowed us to formulate some essential conditions 

for the successful application of the boomerang model in the teaching of German as 

a foreign language, namely: 

 Phases of a class should be carefully planned by a teacher in order to make 

a successful class using a boomerang model; 

 For the introductory phase of "the advanced use" of grammatical structures, 

the most optimal are cooperative forms of work that facilitate students' interaction 

(carousel, walking through the class and talking with changing partners, interviews 

etc.); 

 During "the advanced use" it is important to provide students with the 

necessary language support, formulated in such a way that students can 

independently determine the meaning and function of new grammatical structures; 

 It is equally important that the phase of reflection is properly organized with 

the provision of auxiliary tables, schemes, rules to students, which will facilitate the 

formulation of the relevant rules; 

 It is advisable to systematically apply the boomerang model, which will 

help to overcome certain "fear" in students before learning grammar, acquire the 

skills by independent study of grammatical rules and assimilation of grammatical 

structures, and so maintain the growth of activity and autonomy in language learning. 
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