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ANNOTATION

Economic development indicators, business and economic
freedom indicators of Mongolia have been analyzed. Taking into
account the revealed tendencies of doing business, the peculiar-
ities of Mongolia's national leadership model have been defined.
The necessity of determining the effective leadership style of Mon-
golian enterprises has been justified. On the basis of the criteria
and leadership styles, a matrix for determining the effective lead-
ership style of the company has been developed, which takes into
account the level of its development and the level of personnel
development.

Keywords: leadership, leadership theory, leadership mod-
els, leadership styles, company life cycle, personnel develop-
ment level.

AHOTALIA

MNpoaHani3aoBaHO €KOHOMIYHI MOKa3HWKN PO3BUTKY, MOKa3HUKU
nerkocTi BefeHHs 6i3Hecy Ta ekoHOoMiYHOi cBoboan Mowronii. 3
ypaxyBaHHAM BUSIBNEHWUX TeHOEHLilh BegeHHs GisHecy BuAineHo
ocobnuBoCTi HauioHansHoi moaeni nigepctea Mowronii. O6rpyH-
TOBaHO HEOOXIOHICTb BU3HAYEHHS €(EKTUBHOrO, AIEBOrO CTUIIHO
nigepctBa nignpuemcts MoHronii. Ha 0CHOBI po3rnsiHyTUX Kpute-
piiB Ta cTuniB NigepcTea po3pobneHa MaTpuLs BU3HaYeHHs edhek-
TUBHOIO CTUIIO NiAepCTBa KOMMaHii, Aka BpaxoBye piBeHb il pO3BU-
TKY i piBEHb PO3BUTKY NepcoHany.

Knrouosi cnosa: nigepctso, Teopii nigepctsa, mogeni nigep-
CTBa, CTUNI NiAepCTBa, XUTTEBUIN LIMKN KOMNAHIi, piBeHb PO3BUTKY
nepcoHany.

AHHOTALUA

MpoaHanuanpoBaHbl 3KOHOMWYECKUE MoKa3aTenu pasBuThs,
rokasaTenu nerkocTn BefeHns GuaHeca 1 SKOHOMUYECKOW CBOGO-
bl MoHronuu. C y4eToM BbisIBNIEHHbIX TEHAEHUMI BedeHus 6us-
Heca BblfeneHbl 0Co6eHHOCTN HaLMoHanLHOM MoAeny nNuaepcTaa
Monronuu. OBocHoBaHa HeobxoaMMOCTb onpeaeneHns addek-
TUBHOrO, AEVWCTBEHHOro CTUNSA nuaepcTsa npeanpusaTuini MoHro-
nun. Ha ocHoBe paccMOTPEHHbIX KpUTEPUEB 1 CTUNEN NuaepcTea
paspabotaHa MaTpuua onpegeneHns aeKTUBHOMO CTUNSA Nu-
AepcTBa KOMNaHuW, KOTopast y4uTbiBaeT ypoBEHb €e Pa3BUTUS U
YpOBEHb Pa3BUTUSA NepcoHana.

KntoueBble cnoBa: nuaepcTso, Teopuy NuaepcTea, Moaenu
nuaepcTea, CTUNWU NMUAEPCTBA, XU3HEHHbIA LMK KOMNaHUK, ypo-
BEHb Pa3BUTUS NepcoHana.

Formulation of the problem. The activity and
success of the activities of any enterprise and
organization, the state of the country’s economy
primarily depend on the work of the leader at
different levels — his leadership abilities and
leadership style. It is the chosen leadership
style that influences the motivation of subordi-
nates, their attitude to work, level and quality
of productivity, discipline, teamwork and other
aspects. An improper leadership style demoti-
vates subordinates, reduces the effectiveness of
their work and does not provide an opportunity
to achieve their goals.

Analysis of recent research and publications.
An analysis of the state of the development of a
particular problem shows that some of its aspects
are reflected in the scientific literature. In par-
ticular, the issue of leadership, its importance
for ensuring the effective operation of business
entities is shown in the works of E.V. Vergiles,
0.S. Vikhanskiy, I.M. Grishchenko, I.A. Kolos-
kov, T.A. Krylova, S.R. Filonovich, E.U. Grudz-
inskaya, V.A. Ryazanov, V.L. Semikov and many
others.

Unresolved aspects of a problem. Despite the
considerable interest in leadership issues, an
effective style of leadership, taking into account
the national peculiarities of doing business and
the current trends in Mongolia's economic devel-
opment, is still not fully researched.

Aim of the article is to substantiate the meth-
odology for determining the effective leadership
style of Mongolian companies on the basis of the
identified features of the national leadership
model.

Material of the research. In terms of economic
development, modern Mongolia claims to be the
leading position in the Central Asian region.
In comparison with the dynamically developing
“Asian tigers”, Western experts call Mongolia
as the “Central Asian wolf”. Back in 2004, the
Mongolian economy recorded growth rates which
are typical for the “Asian tigers”, that is 10.6%.
There was a positive dynamics in the increase of
GDP also during 2005-2016 (Table 1).

The highest growth rates of GDP and GDP
per capita were observed in 2006-2008: an aver-
age of 40.44% and 38.47% respectively. Such a
rapid economic growth is due to an increase in
the production of non-ferrous metals as a result
of the successful activities of Mongolian and Rus-
sian joint ventures, expansion of sales markets,
increased exports and higher profitability due to
the cancellation of the import customs duty on
Mongolian goods in the EU countries.

In 2009, the global economic crisis and its
impact on the real sector and the financial and
credit system caused a sharp decline in the coun-
try's development indicators (by 25.99% of GDP
and by 27.43% of GDP per capita).

Mongolian government began fighting the
impact of the global crisis with $ 362 million to
support banks which were in a liquidity crisis due
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Table 1
Dynamics of Mongolia's economic development indicators during 2005-2016 [21]
GDP GDP per capita
Date Valu(ia(,)lllr;lrr;. US Change, % Valu(f(,)llll;IrI;. Us Change, %
2016 11,03 -5,89% 3660 -7,25%
2015 11,72 -3,93% 3946 -5,35%
2014 12,2 -3,02% 4169 -4,49%
2013 12,58 2,36% 4365 0,83%
2012 12,29 18,06% 4329 15,87%
2011 10,41 44,78% 3736 43,25%
2010 7,19 20,23% 2608 18,22%
2009 5,98 -25,99% 2206 -27,43%
2008 8,08 50,47% 3040 48,00%
2007 5,37 31,62% 2054 29,67%
2006 4,08 39,25% 1584 37,74%
2005 2,93 1150
Table 2

Value of indicators of doing business and economic freedom in Mongolia [21]

Year Indicator of doing business Indicator of economic freedom
Value Rating Value Raiting

2010 58,7 94 60 88
2011 58,8 96 59,5 94
2012 60 96 61,5 81
2013 61,8 93 61,7 75
2014 63,2 85 58,9 97
2015 66,6 61 59,2 96
2016 67,3 61 59,4 99
2017 68,2 62 54,8 128

Dynamics of

indicators’ value . .lIIII IIIIIII.

to massive withdrawals from savings accounts by
individuals. By early 2009, 29 savings and credit
cooperatives went bankrupt.

Against the backdrop of a decline in produc-
tion and income, the inflation rate increased
sharply by 32% for the first half of 2008,
which was caused by a rise in domestic prices
for imported food (wheat, rice, fruit and vege-
tables). Inflation spurred the growth in 2007 by
62% of wages to employees in the public sector
and the private sector.

In 2010-2013 Mongolia was experiencing a
boom in the mining industry, which affected the
increase in the values of the analyzed value indi-
cators. The reverse dynamics of the volume and
export of mining products during 2014-2016 has
caused the decline in GDP and GDP per capita in
recent years.

One peculiarity of doing business in Mongo-
lia is freedom, independence, the ability to cre-
ate [14]. Therefore, the index of doing business
and the index of economic freedom are the most
important indicators that characterize the effec-
tiveness of business and determine the country's
development potential (Table 2).

In comparison with Mongolia's economic
growth, the dynamics of indicators that charac-
terize doing business and the level of economic
freedom is less encouraging.

The value business index for the period of
2010-2017 has a dynamic to increase (the value
of the index increased by 9.5 points, in the
world rating Mongolia rose by 32 positions),
which indicates the favorable conditions for
doing business. The key to improving the busi-
ness environment was simplification of the tax-
ation procedure, increasing its effectiveness and
transparency. By this criterion, Mongolia ranks
35th in the world ranking, ahead of the USA,
Germany, France, and Japan.

The value of economic freedom index, which
characterizes freedom of business, trade, free-
dom from government, tax, monetary, financial
freedom, freedom of investment, protection of
property rights, freedom from corruption, free-
dom of labor relations, declined by 5.2 points in
2010-2017. And as a result Mongolia dropped by
40 positions — to 128th place in the world. In 2017,
the value of the index was 54.8, which identifies
Mongolia as “mostly non-free country” [21].
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R. Lewis [20] singled out the following national
models of leadership:

1) British (leadership by circumstances). Brit-
ish managers are diplomatic, tactful, calm, infor-
mal, rational, willing to help and find a compro-
mise with a partner.

2) American (structured individualism). This
style of leadership is characterized by structured
individualism, speed and energy.

3) German (hierarchy and consensus). The Ger-
mans believe that the world is governed by order,
and this order can be achieved if strictly adhere to
the relevant rules, instructions and procedures.

4) French (autocratic). Leader status is deter-
mined by his origin, age, education and profes-
sional qualifications, with special emphasis on the
ability to speak publicly.

5) Swedish (the first among equals). The
decentralized and democratic nature of Swed-
ish management is supported by the horizontal
structure of a typical Swedish company and a
low power distance.

6) Roman and Arabic (nepotism). Leader sta-
tus is based on age, reputation and wealth; the
management culture is autocratic, the tasks are
given at the top level; strategy and success depend
highly on social and governmental ties, mutually
beneficial cooperation among the ruling families.

7) Asian (consensus, family model). Family is
the prototype of the society organization. Soci-
ety and business should be guided by people who
have better education and morals, rather than
noble origin.

The main personal qualities of the people of
Mongolia are freedom, flexibility, adaptability,
sincerity, delicacy, tact, and the main values are
family and parents [8, 14]. In this regard, we can
state that for Mongolia, Asian national leadership
model and its characteristics are inherent, which

are reflected through the personality characteris-
tics of the leader and the features of his manage-
ment (Figure 1).

Since each company has its own specific busi-
ness management, it is rational to define the
style of leadership at the micro level taking into
account the conceptual provisions of leadership
theory.

In the process of analyzing the genesis of the
leadership theories, three key stages in the devel-
opment of these theories are singled out [10]:

1) pre-scientific leadership theories (the theory
of the “great man”), which are based on the asser-
tion that a person who has a certain set of person-
ality features will be a good leader regardless of
the nature of the situation [2, 10];

2) classical leadership theories, according to
which the effectiveness of management is deter-
mined not by the personal qualities of the leader,
but by his attitude towards subordinates and the
ability to show different leadership skills accord-
ing to the situation [3, 5, 9, 10, 11, 12, 19];

3) modern leadership theories — theories that
take into account the personality characteristics
of the leader, his behavior and the situation itself
[4, 5,9, 10, 11, 12, 19].

On the other hand, the study of the essence of
the notion of leadership [19] made it possible to
distinguish two key aspects of this concept:

1) static — leadership as “the leading position
of an individual, a social group ... which is con-
ditioned by more effective results of activity ...”

2) process — leadership as “processes of inter-
nal self-organization and self-management of a
group, team, which are conditioned by the indi-
vidual initiative of their members”.

Taking into account the analysis of key aspects
of the concept of leadership and its theories, it
can be concluded that modern theories show the

Features of national leadership model

W

2

Leader's personal characteristics

Management features

= charisma respect for a subordinate and his ||
family
I education
ability to listen to the opinions of [«
Eu competence others
E high level of intelligence a decent and calm explanation of
one’s own point of view
= balance
lack of pressure e |
E tact
flexibility in management <
= delicacy 4 &
K sociability diplomacy <

Fig. 1. Features of Mongolia's national leadership model
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most complete and accurate dualism of the con-
cept of “leadership”. Therefore, they will be used
as a basis for developing a methodology for deter-
mining leadership styles at the micro level.

One of the criteria for choosing the most
effective style of leadership at the micro level
is the personality characteristics of the leader
(the static aspect). For companies in Mongolia,
as determined by highlighting the characteristics
of the national leadership model, the personality
characteristics of the leader are charisma, edu-
cation, competence, high level of intelligence,
balance, tact, delicacy, sociability. These are the
features that a leader should have, regardless of
the chosen style of leadership.

The process approach to understanding lead-
ership while determining the style of behavior
requires taking into account the specific situation
in which management decisions are made. Man-
agement behavior, its prescriptions depend on the
company's goals, the stage of its life cycle. As
a basis for developing the matrix for determin-
ing the effective style of leadership, the classical
model of the company's life cycle has been used.
It consists of the stages of introduction, growth,
maturity and decline.

Analysis of the essence of leadership shows
that it comes from the specific needs of people
and their associations, which the leaders are called
upon to satisfy [2]. Therefore, in the framework
of the process approach, it is necessary to take
into account the development of personnel, which
D. Martynov [13] determines through the level of
competence and motivation.

D. Martynov defines 4 stages of personnel
development (Figure 2).

The level D1 is characterized by high enthusi-
asm and low competence. This level is inherent in
new employees.

Level D2 — medium competence. In the process
of training new employees, their competence rises,
but the awareness of their low qualifications reduces
the level of their confidence and motivation.

Level D3 — medium-high competence. If the
employee continues to develop, and the manager

helps him with it, then the employee becomes
more knowledgeable, but motivation level remains
volatile.

Level D4 is characterized by high competence
and a winning attitude, but it is impossible to
stay at this level without further development.

The choice of criteria for determining an effec-
tive style of leadership (level of company develop-
ment and personnel development) is confirmed by
the typology of leadership styles of Blake-Mouton
and Hersey-Blanchard [6, 7].

Therefore, the model for determining the
most effective style of leadership at the micro
level has the form of a 3-dimensional matrix,
where the X, Y, Z axes meet the selection crite-
ria: the stages of the company's life cycle, the
development stages of personnel, and the per-
sonal characteristics of the leader, respectively.
Since for the companies of Mongolia, the univer-
sal personality characteristics of the leader have
been determined, which are present in all styles
of leadership, then in the matrix for determin-
ing the effective style of leadership, there is no
gradation along the axis of the personality char-
acteristics of the leader (Z).

To determine the level of personnel develop-
ment and the stage of the company's life cycle, it
is proposed to use the method of questioning. It
is a psychological verbal-communicative method,
in which a specially designed list of questions is
used as a means for gathering information from a
respondent, which is called a questionnaire.

The most widespread theory of leadership
is the theory of K. Levine, according to which
there are three styles of leadership: authoritar-
ian (A), democratic (D) and liberal (L) [16]. The
same typology of leadership styles is found in the
works [1, 15, 17, 18]. But for a more detailed and
precise definition of an effective leadership style
for developing a matrix, in addition to these basic
styles (A, D, L), the adjacent ones are also used:
authoritarian-democratic (A-D) and liberal-demo-
cratic (L-D) [22].

With an authoritarian style, the leader has
enough power to impose his will on his subordi-

Level D4 Level D3
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Fig. 2. Stages of personnel development [11]
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nates and implement his decisions, using adminis-
trative methods to influence subordinates.

Democratic style is characterized by a high
degree of delegation. Subordinates take an active
part in decision-making and enjoy freedom in
carrying out assignments. As a rule, the deci-
sion is made only after listening to the opinion
of subordinates. The leader shares willingly his
power with them, provides an opportunity to take
initiative and develop their abilities. The leader
does everything to ensure that his subordinates
realize that they have to solve most of the prob-
lems without his approval or assistance. Along
with it, he creates an atmosphere of openness and
trust, when the subordinate can always turn to
the leader for help and advice, talk about the cur-
rent or potential problems, to consult.

Under liberal style of leadership, subordinates
are given greater independence in their work, in
decision-making. Leader provides only general
guidelines and supervises the activity of perform-
ers occasionally. This style of leadership is also
called the style of non-interference.

Authoritarian-democratic and liberal-demo-
cratic leadership styles occupy intermediate posi-
tions between the corresponding styles.

Based on these criteria and leadership styles,
a matrix for determining the effective leadership
style of the company has been developed. It is
shown in Fig. 3.

The matrix shows that at the stages of intro-
duction and decline the preferred style of lead-
ership is authoritarian style. As at these stages
there is a need for the implementation program
and clear leadership which is aimed at creating a
development strategy (for introduction stage) or
crisis management (for decline stage). At these
stages of the life cycle, management should moni-
tor the performance of all functions, especially at
the development stages of personnel D1 and D2,
which is characterized by low level of employees’

skills. For workers with a high level of compe-
tence, it is possible to apply a democratic manage-
ment style in order to find the

best ways to set up a business and avoid crisis.

At the stage of growth, when the company's
sales are increasing, the client base is expand-
ing, new personnel are being recruited, employ-
ees with work experience (D2-D4 level) have more
opportunities for initiative and creativity. For
them, the applicable leadership styles are: author-
itarian-democratic (for employees with medium
level of competence and low motivation), demo-
cratic (for employees with medium competence
and volatile motivation), liberal democratic (for
employees with high level of competence and high
motivation). For beginners with the low level of
competence, the most effective is the authoritar-
ian style, which provides strict control over the
performance.

The greatest freedom in the actions the per-
sonnel has at the stage of maturity, when initia-
tive, creativity, new ideas about the development
of the company are welcomed. At this stage of
the company's life cycle, it is advisable to use
an authoritarian democratic style of leadership
for low-skilled workers, democratic style of lead-
ership for the middle-skilled and liberal style of
leadership for highly skilled workers.

The implementation of the leadership styles
presented in the matrix (Figure 3), combined with
the education, tact, and balance of the leader,
allows to achieve maximum efficiency of the com-
pany's activity and personnel development.

The matrix makes it possible to determine
effective leadership styles in Mongolia, according
to the level of development of the company and
personnel.

If there is a discord between actual and effec-
tive leadership styles, a set of measures is being
developed to move from the actual state to the
desired state.
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Fig. 3. The matrix of determining the effective leadership style of the company
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Conclusions and suggestions. The analysis shows
that there are positive economic trends and pros-
pects for Mongolia, but the low level of economic
freedom which is caused by inefficient manage-
ment, hinders the development of the country as a
whole and individual companies and organizations
in particular. The basic task of the management of
companies is to determine the most effective style
of leadership, taking into account national pecu-
liarities, and to develop measures to implement it.
On the basis of these criteria and leadership styles,
a matrix for determining the effective leadership
style of Mongolian companies has been developed,
and it takes into account the level of their develop-
ment and the level of personnel development.
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