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ABSTRACT

This thesis investigates how change unfolds in a certain type of retailer-owned co-
operatives; the pharmaceutical co-operatives in Greece. Previous works have
identified the type of changes (‘what’) that occurred in (mostly, agricultural) co-
operatives and explained them through the “structural inefficiencies” of the
organizational form (‘why’). Within this framework, change will inevitably lead from
a member-patron co-operative model to a member-investor model. That dominant
theoretical trend seems ill-suited to explaining change in complex organizations of
hybrid nature like co-operatives (i.e. a business firm and a civil association).
Therefore, the aim of this study is to re-examine the prevailing patterns of change in
the co-operative organizations by observing the change process in a fundamental
different way. For this reason, it employs a constructivist conceptual framework that
it is based on the insights of the theory of autopoietic, self-referential social systems

(Social Systems Theory).

Following a qualitative research design and using empirical data derived from the
study of three cases in Greek pharmaceutical wholesale sector, which have
experienced radical changes in their traditional co-operative form, and the
contribution of a key-informant, the research reveals an ambiguous situation:
although changes have brought the co-operatives closer to the demands of the
current business environment and to the operation of an investor-owned firm, the
organizations perceive those changes as if they have left their co-operative nature

unaltered.

The outcome of thesis departs significantly from the conventional thinking about
change in co-operatives. Change is not an inevitable route to the gradual
demutualization of the co-operative. Instead, it is a part of the autopoietic process in
which the communicative construct of ‘member-patron’ guides and orients relevant
decisions and processes meaning necessary for the reproduction of the organization.

Hence, decisions about change must primarily take into account the particularity of



the co-operative organization (i.e. user-owned, user-controlled and user-benefited

organization).

Keywords: Co-operatives, Change, Social Systems Theory, Pharmaceutical Sector,

Greece
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CHAPTER 1 INTRODUCTION

CHAPTER ONE

INTRODUCTION

“The following considerations assume that there are systems”

N. Luhmann

1.1 AREA OF RESEARCH

The thesis studies the phenomenon of change in co-operatives. Co-operative
organization is a particular form of organization. Its particularity lies in the fact that it
is established voluntarily by persons who try to meet their common needs through a
jointly-owned and democratically-controlled enterprise which operates on the basis
of reciprocity. Hence, it is characterized by an inherent duality: a business
organization and at the same time an association of civil members. Co-operatives are
a long-lasting organizational form whose origins go back to the beginning of the 19"
century. Despite their old age, the core values and principles of their existence and
operation have remained hardly changed until today. They escaped historic political,
economic and societal changes and today they operate in a broad range of industries
(agriculture, banking, retail, wholesale, manufacturing, housing, mutuals, social
services, etc.) around the globe. It is estimated that approximately one billion people
are globally related in one way or another to the co-operatives and more than 100
million jobs refer to them. Reasonably, it is widely acknowledged that they occupy
the central position in the fast growing third sector of the economy (Social

Economy):
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-

The Market

State (Public Sector) Private Sector
« State-owned or « sole proprietorships
administered « partnerships

enterprises or services « joint stock companies

@ Social Economy (SE) @
i « Co-ops & credit unions
« Other forms of SE
- Non-profits
- Charities & foundations
- Volunteer associations
- Service associations

- Social enterprises

Figure 1.1: Three sectors of economy’

Business organizations are working within a hyper-complex, continuously
transforming environment which sometimes seems to operate in the edge of chaos.
Especially, after the ignition of the globalization process, almost 20 years ago, the
concept of change has become dominant in the discourse concerning the
organizations. As a result of both growing external pressures and internal challenges,
organizations are experiencing an unprecedented level of changes. A wave of
organizational restructuring and business reengineering hits most of the
organizations and institutions worldwide. The financial and debt crisis of 2008 seems
to fuel the relative discourse and vests the demand of change with a veil of grave

necessity.

Co-operatives could not escape the above trend. They experience a heavy pressure
for changes, particularly in the developed countries. A rapid organizational
restructuring is observed which is ascribed to an effort of adjustment to a constantly
shifting environment. However, the dual nature of the co-operative organization
increases the degree of contingency in the change process and adds new challenges

to the organization, comparing with other forms of business organization. On the

! Figure adopted from: http://www.socialeconomy-bcalberta.ca/social-economy/



CHAPTER 1 INTRODUCTION

one hand, co-operatives, as a particular form of organization, have generally proved
their viability and capabilities in various industries and regions; even amid the last
threatening crisis. On the other hand, as existing firms, they struggle to survive and

adapt new market conditions by means of organizational change.

The long-term outcome and general characteristics of change process in co-
operatives potentially affect millions of people and large parts of the world
economy. They may also define or question the distinctiveness of this organizational
form. The importance of the issues at stake as well as my professional engagement
with the co-operatives as a top executive for 15 years, determined the subject of the
present thesis as a study of organizational change in co-operative firms. The thesis is
trying to contribute alternative insights in the field of organizational studies
regarding co-operatives by examining the changes that certain co-operative firms

have experienced.

Moreover, within the vast co-operative universe, little attention has been paid to
non-agricultural co-operatives and especially the retailer-owned ones; namely, co-
operatives which are established by a group of independent retailers (groceries,
hardware stores, pharmacies, bakeries, etc.) who band together and create a
wholesale unit. This fact occurs despite their strong presence in certain retail sectors
(e.g. pharmaceuticals, groceries) in many countries. In Greece, particularly, the
research on retailer-owned co-operatives is inversely proportional to their size in
some sectors (e.g. 52% of pharmaceutical wholesale trade); only rare and dispersed
reports exist. The bulk of research refers to agricultural co-operatives (and much less
to co-operative banks). Therefore, the present thesis not only is oriented to the
study of change in co-operative organizations but also focuses on the less-explored
field of retailer-owned co-operatives in a country of the European South - Greece -

with undeveloped research in the field.
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1.2 PREVIOUS RESEARCH

Research on co-operatives is not as extended as their vitality and their real size and
importance for certain sectors of the economy imply. However, the restructuring
trend that many of them follow in the last twenty years in the developed world has
attracted the interest of researchers; especially from an economic-led perspective.
The discourse about change is closely linked to another discourse concerning the co-
operative organization per se; that of the structural problems inherent to the
organizational form. For many scholars, the problems reveal a structural inefficiency
of the co-operative organization (Vitaliano, 1983; Porter & Scully, 1987; Cook, 1995;
Fulton, 1995; Bekkum & Dijk, 1997; Harte, 1997; Cook & lliopoulos, 1999; Nilsson,
2001; Bruque & Moyano, 2007). Hence, change appears as a normal reaction of the
organization in its struggle to survive by removing structural barriers and outdated
features of its traditional form (Williamson, 1987; Kaplan de Drimer, 1997; Nilsson,
1999; van Bekkum & van Dijk, 1997; Chaddad & Cook, 2002, 2003, 2004; Richards &
Manfredo, 2003; Kyriakopoulos, Meulenberg, & Nilsson, 2004). According to this
research trend, change will inevitably lead the co-operatives to an organizational
model closer to that of the investor-owned firm (IOF) and consequently will distance
them from the traditional model (van Bekkum & van Dijk 1997; Nilsson, 1999). It is
actually a shift from a member-patron co-operative model to a member-investor
model. In many relevant works, various typologies which mark this transition have
been developed and the novel characteristics of the transitional models are
described and explained. Of course, there are other scholars who deny the above
evolution or they are skeptical about the capability of economic-led explanations to
fully describe the organizational change in co-operatives. The proponents of this
opposite trend insist on the importance of non-economic factors such as, trust,
commitment, sense of belonging, etc., which are related to the other part of co-
operatives’ duality: the social. However, one could argue that the former research
attitude is more coherent, more extensive and refer to plenty of empirical evidence.
Therefore, it occupies a dominant position in the literature regarding change in co-

operatives.
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Unavoidably, the discussion about change in co-operatives meets the general
scientific discussion about change in organizations. The relevant literature is
enormous and practically inexhaustible. This study chose to focus on encompassing
typologies and dichotomies that have been introduced by a significant number of
organizational researchers. The most important of them is the distinction between
equilibrium-based theories and complexity or process-based theories. The former
favours a model of change which is linear, sequential, planned, controllable and
manageable, adaptive to environment while puts the emphasis on the organization
as a social entity or structure - a “thing” or a “noun”. The latter implies a model of
change which is a non-linear ongoing process, pervasive and indivisible that cannot
be fully planned or controlled and its outcomes cannot be intentionally produced or
predicted, while the pattern of response to environment depends on an
organization’s self-understanding. It puts the emphasis on organizing instead of the
organization, on the “process” or the “verb”, as organizations is considered dynamic

self-organizing systems which are constantly changing.

One can easily assume that the dominant research trend about change in co-
operatives lies mostly on the side of the former model of organizational change. Co-
operatives, because of their structural inefficiencies and maladjustment to current
business environment, are forced to follow a restructuring pattern which implies a
one-way route from the traditional model to different entrepreneurial models. This
is actually a planned, irrevocable, linear and adaptive process with a predicted
outcome: distancing the co-operative organization from its long-lasting traditional
form. The most known features of this process are a series of relaxations of the
traditional principles of co-operatives which lead to the adoption of elements of
conventional business organizations’ strategies: capital acquisition policies, member-
investors, establishment of subsidiaries, differential policies among members,
passing from equal to equitable treatment of members, closed membership and

tradable rights, mergers and acquisitions, outside investors, etc.).
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1.3 THE RESEARCH PROBLEM

A critical examination of the literature regarding change in co-operatives reveals a
main research gap which indicates a relevant research problem: most studies fail to
treat a co-operative as a hybrid organization — namely, a business firm and at the
same time a civil association. The dominant trend treats the co-operative as another
investor, though peculiar, business form. A series of changes is identified and
explanations about the reasons that lead to them are given (mostly related to
structural inefficiencies of the co-operatives and radical changes in their business
environment). In other words, research questions about ‘what’ and ‘why’ regarding
change are usually answered. Even the opposite trend, which emphasizes the
members’ society aspect of co-operative nature, questions the dominant
assumptions by assigning them mostly to ideological or political prejudice (hence,
answering ‘why’ questions once more). The evolution of change in complex
organizations of hybrid nature cannot be described and explained fully unless
questions about ‘how’ change occurs are addressed, as well. A secondary gap also
rests on the fact that the vast majority of studies are focused on change in
agricultural co-operatives to the neglect of other co-operative types. The effort for
formulating an overall theory of change in co-operative organizations should

seriously take into account change in non-agricultural co-operatives, too.

The issue of change in co-operatives must be also linked to the scientific discussion
about organizational change in general. As it was stated in the previous section, the
dominant trend in research in co-operatives follows the traditional modernist
theories (equilibrium-based). However, these theories are heavily questioned by
recent processual or complexity theories because of their alleged incapability to
have a holistic approach in phenomenon of change. Moreover, | have developed
similar considerations during my professional career. From my position as a top
executive in co-operatives for more than 15 years, | have participated in or
personally implemented a number of change projects. At the beginning of my career
and because of my previous positivist education, | was confident about the planned,

measurable, linear and adaptive character of change. However, confronted with side

6



CHAPTER 1 INTRODUCTION

effects, unforeseeable developments, unintentional situations and curvy paths of
change process, | started to realize the complexity of organizational phenomena.
Therefore, | adopted a more cautious stance against oversimplifications regarding
organizational change and became aware of the limitations of conventional
assumptions. This profession-led experience functioned as an, additional to the
theoretical, motive for a critical orientation of this research in order to fill in the
relative gap in studies of change in co-operatives. Furthermore, from a thorough
examination of organizational change literature, a need to overcome the strict
distinction between theories that prioritize ‘structure’ and theories that prioritize
‘process’ is emerged. This is actually a call for a more encompassing and hence,
fruitful observation of organizational phenomena which acknowledges a recursive
relation between structure and process (e.g. Nutt, 2003; Hernes & Bakken, 2003).
Recursivity remains a less explored topic in organizational studies, as well. The same
is true for studies that try to attenuate the overwhelming role that is assigned to

human and environmental factors in research regarding organizational change.

Therefore, the initial research problem — exploring how changes occur in the co-
operatives — should be also framed within a critical stance against conventional
notions of change and the acknowledgement of the latter requirements described

above.

1.4 THE PRESENT RESEARCH

Taking into account the abovementioned research gaps and less explored topics in
the area of co-operative studies as well as those of organizational change, the main
aim of the present research is:

To re-examine the established and existing patterns of change in the co-operative
organizations by observing the change process in a fundamental different way.

This intention formulates the main question that underlies the research:

How does change unfold in the co-operative organization?
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This study is an effort to re-orient research from observations of first-order (what
kind of changes and for what reasons occur) to an observation of second-order (how
the co-operative organization copes with change). This implies a closer examination

of the internal mode of change and the inner workings of the organization.

To achieve the above, a theoretical tool that satisfies the epistemological turn from
what/why questions to how questions and at the same time carries the potential to
handle with a recursive view on organizations, the inner complexity of organizations
like the co-operatives and a secondary role of the environment and people, needs to
be adopted. In this research, this role is assigned to Social Systems Theory (SST), as it
was introduced by the German sociologist Niklas Luhmann (1927-1998). According to
this theory, social systems (organizations, included) are autopoietic systems which
means that the system produces and reproduces its components with the
contribution of the very same components which it consists of. The basic element of
reproduction in social systems is communication. Organizations (hence co-
operatives), particularly, are social autopoietic systems which reproduce themselves
on the basis of decisions (communications). Systems, in general, are coming into
being only through an initial distinction between system and environment; there can
be no system without its separation from its environment. SST is an obscure, self-
referential, highly internally consistent, less-grounded in empirical evidence,
constructivist (super)theory which carries important, though unexplored, properties
in the examination of such organizational phenomenon, as change. The insights and
assumptions of SST were taken seriously into account both in the design of the

research and the analysis of findings.

The nature of the research questions (‘how’) and the epistemological aspects of SST
(radical constructivism, second-order observation) as well as the fact that similar
questions are still rare in the field of co-operative studies, led to the adoption of a
qualitative research approach. The main objective of this choice is the in-depth
analysis of the social phenomena and the extract of meaning out of data. To achieve
this, a multiple case study research was conducted. Three Greek pharmaceutical co-

operatives were pulled out of a sample of co-operatives which have similarly

8
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experienced, during the last years, changes that distance them from the traditional
model. For the identification of changes and the respective selection of cases, a new
typology of changes were developed by combining typologies and contributions of
many scholars who studied change in co-operatives in a first-order manner. The
primary data were collected through semi-structured interviews which were
conducted with members of Board of Directors and top executives of each co-
operative (eight persons in total). Data from the examination of a key-informant
outside the three co-operatives under study were also added in order to increase the
construct validity. Data analysis was based on the qualitative content analysis of
transcribed data based on the nine interviews. Through an intense coding process,
large categories were shaped and themes were emerged which helped the analysis
that followed. During the design and the conduct of the research, particular
emphasis was given to quality issues and certain measures were taken to enhance
the trustworthiness of the qualitative research. In a similar way, ethical issues were
addressed according to Salford University’s guidelines in order to protect the

anonymity of the participants and their organizations in the research process.

The outcome of the research resulted from the systemization of findings coming
from the raw material, their connection/confrontation with existing literature and
the subsequent analysis through the lens of SST. The answer to the main research
question (‘How does change unfold in the co-operative organization?’) is: Change is a
part of the autopoietic process of the co-operative organization in which the
construct of ‘members(-patrons)’ is used to guide and orient relevant decisions and
process meaning necessary for the reproduction of the organization. The particular
construct holds this ability as a constitutive element of the distinction co-
operative/environment as well as an active element of co-operative’s decision
premises (structures) and inner workings (e.g. deparadoxification, processing of
meaning). Thus, it conditions the decisions about change of the decision premises
(organizational change). The above observation about change questions the
conventional notions and assumptions regarding change in co-operatives as a linear
route to investor-like organizational forms. Change is only linked to the production of

meaningful communication within the organization; that is, communication about
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patrons-members’ needs and interests. Environmental demands are only interpreted

through this process and assigned to change; they cannot impose change.

Besides the main contribution, the thesis contributes to a constructivist view on
organizational phenomena connecting SST to empirical evidence and reflecting back
to theory new suggestions regarding its organizational aspect; namely, a potential
vertical extension of the social systems’ type ‘organizations’ to sub-types of
organizations according to the cognitive constructs they use in their intra-
organizational communication. Finally, the thesis also contributes to the research of
non-agricultural co-operatives in general and to the co-operative studies in Greece,

particularly.

Practical implications of the thesis are noted for decision-makers in co-operatives as
its outcome reveals ‘hidden’ aspects in the change process like the systemic role that
communicative constructs play. Decisions or strategy about change cannot ignore
that role without risking a potential demutualization or collapse of the co-operative

organization.

Moreover, the present research endeavor opens up new or revitalizes existing issues
for further research: the systemic function of communicative constructs, the
handling of organizational paradoxes, the structural coupling between organization

and its members; to name few.

1.5 STRUCTURE OF THE RESEARCH

The main body of the thesis consists of seven chapters:

Chapter One (Introduction) offers a short summary on topics that will be presented
and discussed analytically in other parts of the thesis. More specifically, the area of
the research is presented and previous works on this area are summarized. Then, the
research problem is defined and the present research is introduced: aims and

objectives, main research questions, issues on methodology, principal findings,
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major contributions, practical implications and issues for further research are briefly

announced.

Chapter Two (Subject and Area of the Research) offers a short presentation of the co-
operative organization, at the beginning, followed by a special focus on the retailer-
owned co-operatives and especially on a certain type of them, the pharmaceutical
co-operatives. Then, a special reference to the Greek co-operatives (both generally
and particularly to the retailer-owned and pharmaceutical ones) is given. Finally,
major information regarding the pharmaceutical wholesaling sector, both in Europe
and in Greece, where the subject of the research (pharmaceutical co-operatives)

functions, is presented.

In Chapter Three (Frame of Concepts), beginning with the more general concept, a
part of the literature on organizational change is reviewed and some controversial
topics are discussed. Then, the literature on co-operative organizations is reviewed
and special attention is paid on the literature regarding change in those
organizations. Theoretical controversies, research gaps and less-developed topics are
identified and discussed. The outcome of this discussion is combined with that of the
preceded review on change literature. The overall purpose is to present and frame
the research problem within the field marked by the correlation of the two
discussions. Then, the basic insights of Social Systems Theory are presented and its
selection as theoretical framework of the thesis is justified by revealing its
potentialities and capabilities to resolve the research problem. Finally, the aims and
objectives of the study are stated and the research questions and assumptions are

formulated.

In Chapter Four (Research Methodology), the philosophical (ontological and
epistemological) basis of the research and its connection to methodology is initially
stated. Then, methodological selections, regarding how the research is conducted as
well as approaches, principles, procedures and practices that govern it, are
presented and analyzed. Moreover, issues on research quality and the measures that

were taken to enhance the trustworthiness of the research project are discussed.
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Measures to cope with ethical considerations regarding the research are also
presented. Finally, limitations regarding the research methodology are indicated and

explained.

Chapter Five (Findings) begins with the presentation of the three case studies and
the thorough examination of the outcome of the coding process on the transcribed
material of the interviews. A narrative of change for each case is formulated,
supported by extracts from respondents’ interviews. The findings are systemized and
combined in order categories of data which share commonalities to be shaped. They
are also combined with the findings deriving from the similar process on key-
informants’ transcribed material, for reasons of verification or clarification. Finally,
even larger categories are shaped and certain patterns and threads are identified
within and between them which constitute the main themes that will carry the

underlying meaning on an interpretive level.

Chapter Six (Discussion), summarizes the undertaken research and proceeds to a
further examination of the findings of previous chapter by connecting them to the
literature. Points that reveal from this process, worth to be further analyzed, are
discussed through the conceptual means of Social Systems Theory (SST). Finally, the
systemic function of major constructions inside the organization (like the construct

of ‘members’) is explained analytically and reflected back to theory.

In Chapter Seven (Conclusions), the final conclusions that are drawn from the
previous discussion are presented. Moreover, the major and supplementary
contributions of the thesis to theory are set forth, as well as the implications of the
research for practitioners (co-operative executives and stakeholders). At the end,
limitations of the research are also discussed and recommendations for future

research are suggested.

Finally, the seven chapters are followed by a List of References and extensive
Appendices. The List of References contains only the works that are explicitly referred

to in the thesis and not all the works that were read and used in order |, as a
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researcher, to make sense of the theories, the concepts, the methodologies and the
general scientific discourse. In Appendices, the bulk of the research material is
shown: exploratory questionnaire, set of questions in semi-structured interviews,
informational letter to respondents, participants’ consent forms, interviews’
transcribed (and translated) material, the coding process and formation of categories
on transcribed material. It must be noted that for reasons of avoiding an extremely
extensive length of Appendices chapter, the transcribed and translated material, as
well as the coding process are presented in sample form (selection of one

respondent from one case).
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CHAPTER TWO

SUBJECT AND AREA OF THE RESEARCH

“The only thing that will redeem mankind is cooperation”

B. Russell

2.1 OVERVIEW

As it was stated in the previous chapter, this thesis studies the phenomenon of
change in co-operatives and particularly in the pharmaceutical co-operatives in
Greece. This chapter begins with a brief presentation of what a co-operative is, its
core values and properties and the historical background of this particular
organizational form. Special focus is on the retailer-owned co-operatives, in general
and in particular on a certain type: i.e. the pharmaceutical co-operatives. Then, an
account of the formation and the present role of the co-operatives in Greece is given
with a special focus on pharmaceutical co-operatives. Finally, information about the
structure of the pharmaceutical wholesale sector, which is the context where
pharmaceutical co-operatives function within, is given and key figures and trends of

the sector are presented.

2.2 THE CO-OPERATIVES

2.2.1 Introduction

According to the International Cooperative Alliance (ICA) statement of cooperative
identity, the definition of a co-operative firm is:

“A co-operative is an autonomous association of persons united voluntarily to meet
their common economic, social, and cultural needs and aspirations through a jointly-

owned and democratically-controlled enterprise”. (ICA, 1995)
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ICA lists the following co-operative values:
“..self-help, self-responsibility, democracy, equality, equity, and solidarity” (ICA,
1995).
ICA also lists the co-operative members’ personal values that should govern their
participation and attitude:
“...honesty, openness, social responsibility, and caring for others” (ICA, 1995).
There are seven ICA core principles by which co-operatives can apply the
abovementioned values:

1. Voluntary and Open Membership

2. Democratic Member Control (one member-one vote)

3. Member Economic Participation (equal contribution of capital; profit
distribution in proportion to the use)
Autonomy and Independence
Education, Training and Information

Co-operation Among Co-operatives

N oo v B

Concern for Community (ICA, 1995)

One could argue that co-operatives are user-owned, user-controlled and user-
benefited firms (Cook, 1995). That means that the co-operative is assigned to its
users; the persons who ‘use’ the co-operative organization are the persons who own
and finance it, who exercise control on it and the benefits of the firm are distributed
to them on the basis of their use (Barton, 1989). Hansmann (1996) uses the term
patrons to comprise all agents who transact with a firm either as purchasers of the
firm’s products or as sellers of supplies, labor, or other factors of production.
Depending on which class of the firm’s patron’s ownership is assigned, the most
common types of co-operatives emerge: consumer, supply, workers, producer,

credit co-operatives, etc.

Although records for the appearance of co-operatives come from various places
across Western Europe and North America since the last decades of 18" century, it is
widely acknowledged that the modern co-operative form has its origin in Rochdale,

England, where the so-called Rochdale Pioneers established the first consumer co-
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operative in 1844. In 1862, Friedrich Wilhelm Raiffeisen founded the first credit
union in Germany which was the precursor form of financial co-operatives. The
principles that were practiced by those pioneers in 19" century remain the corpus of
cooperative principles even nowadays despite their minor update and revision.

Today, the cooperative sector of economy is estimated to have around 1 billion
members and account for more than 100 million jobs around the globe. According to
the exploratory results of the World Co-operative Monitor, in 2010 the turnover of
the co-operatives (excluding banking and insurance co-operatives) was almost 1,16
trillion USD, the total net banking income 185,3 billion USD and the total insurance

co-operatives premium income almost 1,1 trillion USD (ICA and Euricse, 2012).

2.2.2 The Retailer-owned Co-operatives

A retailer-owned co-operative is created when a group of independent retailers
(groceries, hardware stores, pharmacies, bakeries, etc) band together and create a
wholesale unit to benefit the group collectively by the achievement of economies of
scale when they purchase from the manufacturers (Stoel, 2002). The formation of a
retailer-owned co-operative is actually an act of backward vertical integrationz in the

supply chain (Nilsson, 2001) and it could be illustrated in the following way:

Manufacturer —— | Wholesaler Retailer — 3| Customer

A\ 4

~_

Backward Integration
Figure 2.1: Backward integration in retailer-owned co-operatives

Although joint purchasing is the core business for retailer-owned co-operatives, they
develop some other common strategies such as: creation and use of trademarks,

private brands, product promotion, store consultancy, merchandizing, and group-

> Vertical integration is the fusion of entities which have complementary business interests (Kanavos
et al.,, 2011, p.31). Backward vertical integration occurs when a firm purchases or controls its
suppliers.
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wide programs (insurance, security, training, pension plans) (Stoel, 2002). Retailer-
owned co-operatives have a significant share in markets like grocery, hardware,

medicines, both in North America and Europe (Hansmann, 1996; Nilsson, 2001).

Market imperfections such as market power and “lock-in” are the main incentives
for the formation of a supply co-operative from a group of retailers (Hansmann,
1996; Mikami, 2003; Chillemi & Comino, 2003). When, only few wholesalers serve
the independent retailers in a given area, they have a degree of market power. Then,
retailers have an incentive to avoid price exploitation or poor quality services by
owing a wholesaler firm that will serve them. Franchisees in retail markets also face
a serious lock-in problem. If a franchisee leaves the franchise, runs the risk to lose
both its investment in specific buildings and equipment and the value of the goodwill
it has built up under the franchisor’s brand name. Thus, franchisors very often
behave opportunistically towards their franchisees. Avoiding franchisor’s
exploitation is a major incentive for retailers to own collectively the franchisor
(Hansmann, 1996). A very common characteristic in retailer-owned co-operatives is a
large degree of homogeneity of members’ interests with respect to the collectively-

owned wholesaler (Hansmann, 1996).

2.2.3 Pharmaceutical co-operatives

After the above reference to the relevant literature, the pharmaceutical co-operative
can be defined as a particular type of retailer-owned co-operative which is
established by independent pharmacists-retailers who are at the same time the
customers and the owners of a wholesale unit. This co-operative unit competes
against other investor-owned pharmaceutical wholesalers (non-cooperative) or
other pharmaceutical co-operatives. Pharmaceutical co-operatives are an active part
of pharmaceutical wholesaling in Europe. According to the statistics provided by

COOPERATIVES EUROPE® (2009), there are pharmaceutical co-operatives in 12

3 Europe Region of the ICA
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European countries which serve almost 60,000 pharmacies, employ 23,000 people

and result to an annual turnover of 18 billion euros.

2.2.4 Co-operatives in Greece

The history of co-operatives in Greece goes back to the centuries even before
Rochdale experiment in 1844 in England and is related to advanced forms of co-
operation in rural (especially in stock breeders’) and island communities. The first
co-operative was established in 1778 in Ampelakia, a mountainous village in central
Greece. It was actually a cooperative of merchants, craftsmen, farmers and laborers
of production of the red yarns which were exported in central and northern Europe
(Nikolopoulos, 1996). Co-operatives in their temporary form began to be established
in the first decade of the 20" century and their vast majority was rural. Since ‘30s,
non-agricultural co-operatives (supply, retail and credit) have been founded and
after ‘70s consumer co-operatives, co-operative banks and insurance companies as
well®. Since the early 00’s new regulations have been introduced and legal barriers
were lifted so the restructuring of traditional co-operative attributes was permitted,

both for agricultural and non-agricultural co-operatives.

According to COOPERATIVES EUROPE (2009) statistics the following table represents

(only a part of) the situation of co-operative sector in Greece:

Industry Enterprises Members Employees
Banking 16 196,179 1,238
Agriculture 6,376 746,812 11,300

Table 2.1: Co-operative sector in Greece

4 . . . . . .
According to Greek legislation, every non-agricultural co-operative (except banks and insurance
companies) is called ‘urban co-operative’.
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Unfortunately, there are no accessible official figures for the size of the rest
categories of urban co-operatives beside banks, e.g. palmers’ co-operatives
(estimated 2,500 members), electro-technicians’ (no estimation), pharmacists’
(5,800 members), etc. Therefore, an overall picture of the co-operative sector is not

available.

2.2.5 Pharmaceutical co-operatives in Greece

The first pharmaceutical co-operative in Greece was founded by 15 pharmacists in
1932, in Thessaloniki and it still exists and flourishes. However, most of the
pharmaceutical co-operatives which operate in Greek market have been established
during ‘80s. The primary aim for the establishment of the pharmaceutical co-
operatives was the effort of the independent pharmacists to avoid price exploitation
and very poor quality services by the investor-owned or single-proprietor
wholesalers which was a very common, country-wide situation till then. Only

secondary, the aim to scale purchasing was emerged.

In 2011, there were 27 co-operatives running 46 local wholesale facilities and 2
nation-wide distribution centers>. They employed almost 1,500 people and their
total annual turnover was 2 billion euros as well as they distribute almost 52%
percent of the items of pharmaceutical products in Greek market. Members and
stakeholders of the co-operatives are almost 5,800 independent pharmacists —
owners of a private pharmacy — that is, 56% of the total number of pharmacists

running a retail business in Greek market (OSFE, 2012).

> These distribution centers are joint ventures of the majority of the co-operatives and aim to pre-
wholesale operations in the field of cosmetics/parapharmaceuticals, to the distribution of co-
operative brand generic drugs and parapharmaceuticals as well as to third-party logistics services.
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2.3 THE PHARMACEUTICAL WHOLESALE SECTOR

Pharmaceutical co-operatives are a part of the pharmaceutical wholesale sector. In
Europe, in the vast majority of occasions, the flow of medicinal products follows the

traditional channel (Walter et al., 2012):

wholesaler)® Wholesaler Pharmacy

(Pre- Pharmaceutical Retail )
Manufacturer Patient

Figure 2.2: Supply chain in distribution of medicines

In the majority of European Union countries (EU-27) there is a mixture of national
and regional pharmaceutical wholesalers. The former distribute medicines in a
nation-wide scale while the latter distribute medicines only in a certain geographical
area of the country. The pharmaceutical wholesalers are also distinguished into full-
line wholesalers and short-line ones. The former provide a full range of medicines’
while the latter a limited list of medicines. National wholesalers are usually “full-
liners” while regional wholesalers can be either “full-liners” or “short-liners”

(Kanavos, Schurer, & Vogler, 2011).

The size of the sector is significant. In 2010, there were 772 pharmaceutical full-line
wholesalers throughout the European Union + 2 countries®, which ran 2,019
warehouses and served 172,709 dispensing points (retail pharmacies, hospital
pharmacies and dispensing doctors®). They supplied 512.5 million people in the EU-
25 + 2 countries with medicinal products and generated a total turnover of 136

billion euros (Walter et al., 2012, p. 8).

® Its existence in the supply chain is optional; it depends on the specific conditions of the

pharmaceutical market in each country.

7 It is estimated that almost three-quarters of all medicinal products which are sold in Europe are
distributed through pharmaceutical full-line wholesalers (Walter et al., 2012).

¥ The figures cover all EU-27 countries plus Switzerland and Norway, excluding Cyprus and Malta
which have a different distribution system (based on agents).

° Nearly 93% of the medicines distributed by wholesalers are sold to retail pharmacies (Walter et al.,
2012).
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The pharmaceutical full-line wholesale sector accomplishes mostly the traditional
logistics task of bridging time and space. Moreover, it also fulfills a quantity function
by buying medicines of all manufacturers in bulk, keeping them in the appropriate
safety stock and selling them in single units. Besides those primary functions, the
sector also accomplishes some secondary tasks by securing the quality of the
distributed medicinal products, managing the returns or recalls/withdrawals,
securing the traceability of the products across the supply chain and improving the
efficiency of pharmaceutical supply chain through cost digression (Clement et al.,
2005; Walter et al., 2012). In the Figure 2.3 (p. 23) the exclusive added value services

offered by pharmaceutical full-line wholesalers are illustrated.

The pharmaceutical wholesale sector has experienced radical changes in the last
decade, in pan-European level, due to a combination of pressures arising from
significant changes in European and national legislation, the constant demand of
governments for reduction of prices and margins and the novel strategies introduced
by the big multinational manufacturers (Clement et al., 2005; Walter et al., 2012). In
a recent study, Kanavos et al. (2011, p. 37 & p. 94) highlight the situation of the
sector in European Union level:

e There are large variations between the Member States in terms of numbers
of wholesalers and pharmacies in the population of the states, distribution
profit margins, as well as overall operating framework concerning
wholesaling (and retailing) due to different national legislation and historical
patterns.

e Both vertical and horizontal integration10 occurs but there are large variations
between the Member States.

e An expansion of services offered by wholesalers is observed, particularly
where there is a big pressure on profit margins.

e New distribution models emerge in many countries, with the Direct to
Pharmacy (DTP) model and the Reduced Wholesaler Arrangements (RWA)"

model to be of major importance for the future of wholesaling.

'° Horizontal integration is a fusion of entities pursuing the same line of business. (Kanavos et al.,
2011, p.31).
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As a conclusion, there is plenty of evidence (new distribution models, expansion of
services, etc.) which indicate a radical shift to the prevailing model of pharmaceutical

wholesale sector in Europe.

"I Direct to Pharmacy model, pharmaceutical manufacturers use a restricted number of wholesalers
(sometimes only one) as sole agents to distribute products directly to pharmacy, or use wholesalers as
logistics providers for the same purpose. In Reduced Wholesaler Agreement, the manufacturers use
only a small number of wholesalers to distribute their products in the traditional manner (Kanavos et
al., 2011, pp.32-34).
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Figure 2.3: Added value services offered by pharmaceutical full-line wholesalers (Walter et al., 2012, p.33)
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Full-line wholesalers are trying to cope with those changes adopting a variety of
strategies: vertical and horizontal integration, regional expansion, expansion of
adding-value services (Clement et al., 2005, pp. 54-56). The structural trends of the

sector in Europe are illustrated in the following figure:

Pharmaceutical
Wholesalers

Horizontal Integration —————| Acquisition of other wholesalers

Establishing wholesale companies on a
pan-European level

uonedaju| |eaap

Additional services creating added value

Expanding business into retailing and manufacturing

Figure 2.4: Structural trends in pharmaceutical wholesaling (adapted from Clement

et al., 2005, p. 54; figure modified)

As it was shown in section 2.2.5, Greek pharmaceutical co-operatives hold the
dominant position in the pharmaceutical wholesale trade in Greece (52% of the
market). However, they share the same business environment and face the same
challenges and threats with their privately-owned competitors. That environment is
characterized by tough state regulation regarding medicine prices, retail and
wholesale profit margins and ownership (restricted to pharmacists only, excluding
other investors), as well as by a large number of pharmacies and a large number of
wholesalers which result to the lowest inhabitants per pharmacy and inhabitants per
wholesaler ratio in Europe (see Table 2.2 below). There are no national wholesalers,
only regional full-line ones while the horizontal or vertical integration are limited by

current legislation (Kanavos et al., 2011). State-regulated wholesale margins have
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dropped almost 50% since the beginning of the austerity programme imposed by the
‘Troika’ (European Commission, European Central Bank and International Monetary
Fund) in 2011. The particular characteristics of the Greek pharmaceutical market, as
well as the recent political and financial developments result to a fierce competition
among full-line wholesalers, especially between co-operatives and private
wholesalers. The already hard competition has also become more complex due to
the recently introduced tactics by the pharmaceutical producers or representatives
which involves Direct to Pharmacy sales, circumventing wholesalers'? (co-operative

and non-cooperative).

COUNTRY PHARMACIES WHOLESALE POPULATION PERSONS/WHOLESALE
UNITS UNIT

France 23,298 17 65,073,482 3,827,852
Germany 21,476 15 82,060,000 5,470,667
Spain 20,941 58 46,157,822 795,825
Italy 17,524 109 59,905,225 549,589
United 12,683 11 61,100,000 5,554,545
Kingdom
Greece 11,500 142 11,262,000 79,310
Belgium 5,167 11 10,666,866 969,715
Portugal 2,666 8 10,676,910 1,334,614
Netherlands 1,893 5 16,492,230 3,298,446
Ireland 1,486 3 4,501,000 1,500,333
Austria 1,217 8 8,316,487 1,038,561
Sweden 876 2 9,074,055 4,537,027
Finland 805 2 5,330,150 2,665,075
Denmark 252 2 5,511,451 2,755,725
Poland 12,500 180 38,130,302 211,835

2 Kanavos et al. (2011, p.32) estimate that more than 10% of the pharmacy sales originate directly

from manufacturers.
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(Source: GIRP, EFPIA)
Table 2.2: Pharmaceutical wholesale and retail trade in Europe

A more extensive analysis regarding the co-operative organizations will take place in
the following chapter (Chapter 3) where the literature of the main concepts of the

study is reviewed and discussed.
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CHAPTER THREE

3. FRAME OF CONCEPTS

“A universe comes into being when a space is severed or taken apart”

G. Spencer-Brown

3.1 OVERVIEW

At the beginning of this chapter, the literature regarding the main concepts of this
study, which are organizational change and co-operative organization, will be
reviewed and discussed. Organizational change literature is literally enormous and
practically inexhaustible. Therefore, an effort will be made to focus on encompassing
typologies or dichotomies which helps to reduce the complexity deriving from the
volume of the literature body. Literature review regarding co-operatives will refer to
the particular characteristics of this old-aged organizational form, the rationale
behind its existence as well as to the features of change occurring within these
organizations. In both concepts, theoretical controversies, research gaps and less-

developed topics will be identified, discussed and combined.

Then, the remarks derived from the abovementioned discussion will correlate with
the insights of Social Systems Theory, according to which any organization (hence co-
operatives) constitutes a social system. Therefore, a comprehensive review of the
literature regarding this rather obscure theory will be conducted. Moreover, its
contribution to overcome controversies, fill in research gaps and satisfy emerging
demands in the study of organizational change and co-operative organizations will

be discussed and justified.

Finally, the focal points of the discussion regarding the literature on organizational

change and co-operative organization, refined through the lens of Social Systems
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Theory, will allow the presentation of the aims and objectives of the study, the
formulation of the main research assumptions and the subsequent research
questions as well as the establishment of a particular theoretical framework which
will guide research hereafter.

The structure and the logic sequence of the chapter are shown in the Figure 2.1

below:
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Figure 3.1: Structure of the Literature Review
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3.2 ORGANIZATIONAL CHANGE

3.2.1 Introduction

Modern organizations have been facing an unprecedented level of changes during
the last twenty years due to a complex, rapidly transforming and even chaotic
environment. Globalization, technological changes, increased and knowledge-based
competition, rising customer expectations, uncertainties about the development in
national and international level and the current economic disorder are the basic
characteristics of the situation (March, 1995; Umble, Haft, & Umble, 2003; Mertins &
Jochem, 2005), which may be identified as the exogenous drivers of the
abovementioned organizational changes. More recently, the exceptional
vulnerability of an ongoing number of organizations to stock market moods (de
Rond, 2002) - irrespectively of their form: investor-owned, co-operatives, public
sector firms or even charities - arise as an additional major factor of change.
Consequently, deep changes in peoples’ norms, values and attitudes should be
added. Change has become pervasive, persistent and in some markets pre-requisite

(O’ Neil & Sohal, 1999).

The two most used definitions of change in organizational literature is: a) an
observed difference over time in selected dimensions of an organizational entity, and
b) a narrative describing a sequence of events on how development and change
unfold (Poole, Van de Ven, Dooley, & Holmes, 2000). Burnes (1996) also introduces a
definition of change as the understanding of alterations within an organization at all
levels (individuals, groups, organization). However, in a meta-level analysis of term
trends, By et al. (2014, p. 4) conclude that “organizational change” has become the
generic term for all forms of change-related activity in organizational settings and it

serves as an umbrella term for a variety of change programmes.
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3.2.2 Features of Change

Change literature is enormous and extended in every aspect of organizational life
and theory. Perhaps it is the organizational problem that has attracted the most
attention from all the other organizational phenomena (Wetzel & van Gorp, 2014, p.
115). Especially in the last twenty years, the concept of “change” has become
dominant in organizational studies - even a new doctrine for some of its critics as it is
characterized by an uncritical pro-change bias (Sturdy & Grey, 2003; Sorge & van
Witteloostuijn, 2004). In this section we shall try to present the main characteristics

of change in organizational life.

Schwarz (2002, p. 156), summarizing the findings of many other researchers,
identifies five dominant elements of change in modern organizations:

1. Organizational structure will be forced to become more flexible.

2. Organizations will have to establish strategic network partnerships.

3. Decentralization will become the norm.

4. Information dissemination will encompass this change in authority relations

5. Job specialization and standardization will be negated as people’s roles

change.

While Magalhdes and Sanchez (2009) identify a set of both external pressures
(demand for Earth sustainability, new kinds of capitalism, real-time information,
technical and social networking), and internal challenges (search for a new
organizational paradigm, non-linearity and complexity acknowledgement, turn
toward practice, transdisciplinarity and multidisciplinarity, networking nature of
organizing, integration of social and technological architectures) which will guide the

organizational change process in the near future.

Before describing the change trend in the organizational structure, we have to refer
to three typologies of the organizational form. First, Burns and Stalker (1961)
identified two main types of structure which are suitable for particular

environmental conditions: The mechanistic structure with well-defined tasks and a
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rigidly hierarchical decision system more suited to stable and unchanging

environments; and the organic structure with flexibly defined tasks and participants

who cooperate on the basis of expertise and not on hierarchical positions.

Second, Morgan (1989, p. 66) introduced six organization models:

1.

The Rigid Bureaucracy. The model is characterized by high specialization13
and division of labour, a single chain of top-bottom command and a system
of impersonal rules and relationships.

The Bureaucracy with a senior management team. This is a Bureaucracy
model in which decision making in the very top level of the hierarchy is
orchestrated in a more collective way.

The Bureaucracy with Project Teams and Task Forces. Another Bureaucracy
model in which a small part of the activities in the middle hierarchical levels is
carried out through project teams or task forces.

The Matrix Organization. A hybrid bureaucratic structure in which a set of
departments or divisions is super-imposed horizontally, across a traditional
hierarchically organized structure. Therefore, two chains of command, one
vertical and one horizontal, exist and operate at the same time.

The Project Organization. This organization carries out most of its activities
through project teams. Functional departments still exist but they play only a
supportive role. The organization is much more like a network of interaction
than a bureaucratic structure. Teams are powerful, exciting and dynamic
entities while co-ordination is informal. Senior management mostly defines
the strategic framework of the organization’s direction, giving plenty of room
for the teams to work within.

The Loosely-coupled Organic Network. Many small organizations co-operate
so as to deliver a project or projects. The large organization consists of lots of
little ones which make their contribution in a co-operative manner. It can be
a permanent structure where good and effective communication between its

parts plays a crucial role for its effectiveness.

 The number of different specialist roles in an organization and their distribution (Senior, 2007).
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Third, Mintzberg (1991) described five organizational forms:

1.

The Entrepreneurial form. It is characterized by low formalization,™ low
standardization® and high centralization® with authority located in a single
person.

The Machine form. It is characterized by high formalization and
standardization, centralized authority vested in rules and regulations and
functional departments.

The Professional form. It is characterized by high formalization and
complexity, low centralization, and employment of specialists for the core
work of the organization.

The Adhocracy form. It is characterized by very low formalization and
standardization, little hierarchy, much use of rather temporary project teams.
The Diversified form. It is characterized by a combination of functions and
products, with products dominating. It can be of a matrix or divisionalized on

products or markets form.

Complementarily to the abovementioned typologies of organizational form, we

could also add another network-style form, the Virtual Organization. That is a

temporary network which comes together to exploit fast-changing opportunities.

Each partner contributes to the organization its core competencies. Membership and

leadership are in a constant flux. (Luthans, 1995; cited by Senior, 2007).

Senior (2007), combining the three typologies, argues that mechanistic structures

conform to Morgan’s models 1 and 2 and Mintzberg’s “machine” form, while organic

structures conform to Morgan’s models 4, 5 and 6 and Mintzberg’'s “adhocracy” and

“diversified” forms.

" The degree to which jobs within the organization are standardized and the extent to which
employee behaviour is guided by rules and procedures (Chen & Huang, 2007).

> The number of regularly occurring procedures which are supported by bureaucratic procedures of
invariable rules and processes (Senior, 2007).

'® The locus of decision-making authority lying in the higher levels of a hierarchical relationship (Chen
& Huang, 2007).
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Thus, a major feature of the organizational change emerges from the observation
that organizations tend to move from mechanistic, bureaucratic, “command and
control” structures to ad hoc, project and network structures (Morgan, 1997; Cape
2002, Senior, 2007). Parallel to this evolution, another dominant assumption of the
current change literature arises: the degradation of hierarchy as a necessity for
organizations to prosper and the move to more flattened structures (Schwarz, 2002;
Seppald, 2003; Chenhall, 2008; Rowe, Birnberg, & Shields, 2008). This trend is
supported and sometimes led by the advanced information and communication
technologies. The advance of the Internet, the widespread availability of low cost
computing power, bandwidth and networks, that is to say e-technology, coupled
with the introduction of e-commerce reshape the organizational structure and affect

organizational form (Tassabehji, Wallace, & Cornelius, 2007).

Industry boundaries become increasingly fluid as firms from different industries
compete for the same niche. At the same time, organizational boundaries also
become vague and unclear due to the proliferation of mergers, acquisitions, joint
ventures and especially, outsourcing arrangements: that is the transfer of peripheral
functions to subcontractors while firms focus on value-added activities and their
core competencies (de Rond, 2002; Seppald, 2003). Nowadays, a constantly
increasing number of firms are operating in networks formed by prime contractors,
subcontractors and material or service suppliers (Seppald, 2003). It is widely
acknowledged that the current competition form in many industries is “supply
chain®’ versus supply chain” instead of the traditional “firm versus firm” form
(Ketchen & Hult, 2006). Thus, the notion of the supply chain management changes,
from a function that support strategy to a key element of strategy, which
consequently puts pro-change pressures to traditional organizational structures

(Ketchen & Hult, 2006; Kim, 2006).

In a parallel development, we can identify a major shift in business strategy, as more

companies move from a product-centric logic to a customer-centric one. A product-

17 . . . . .
We define ‘supply chain’ as the network of manufacturers, wholesalers, distributors, and retailers,
who turn raw materials into finished goods and services and deliver them to consumers.
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centric company tries to find as many uses and customers for its products as
possible, while a customer-centric company tries to find as many products for its
customer as possible and it has to integrate these products (Galbraith, 2002). This
basic strategic difference leads to different, hybrid and flexible, organizational

structures focused on customers’ needs.

Total Quality Management (TQM) and Business Process Reengineering (BPR) has
emerged as powerful approaches to change process, aiming to capture and embody
into organizations the need of responding to above mentioned demands for flexible
and more flattened structures, outsourcing arrangements and customer-oriented

strategies.

Moreover, the same factors foster change in the field of performance measurement
and management accounting, as well. Practices and systems such as activity-based
cost management, integrated cost systems, life-cycle costing, target costing,
balanced scorecards, activity-based profitability analysis, customer focused
accounting, open book accounting, quality costing, etc. (Chenhall, 2008), become
increasingly popular in both, practitioners and academic scholars. An extended
literature handles particularly with Activity-Based Cost Management (Beheshti,
2004) and Balanced Scorecards (Kaplan & Norton, 1996; Papalexandris, loannou,
Prastacos, & Soderquist, 2005). These two holistic approaches moved management
accounting from an emphasis on planning and control to strategic issues, including
the integration of customers, processes, human resources and financials (Chenhall,

2008).

Last but not least, all these change trends in strategic, organizational, and
operational levels affect drastically human work, at any level: recruitment,
replacement or displacement, training and development, coaching and counseling,
team building or self-directed grouping (Burke, 2002). Even the spatio-temporal
framework of human work is changed due to the extended use of flexible working

and the vaguely defined boundaries between work and life as new forms of work are
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introduced: distance working, home working, working during travelling, etc. (Senior,

2007).

To summarize, we could argue that change affects all of the three factors which are
crucial for the organizational design: environment, strategy and people (Cape, 2002).
Change may be small or large, focused on the whole organization or on a part of it,
be simple or complex, including a wide range of types of differentiate intervention in
fields such as: structure, technology, personnel, culture, attitudes and behavior
(Foreman, 2001). Consequently, none of the following Drucker’s (1974; cited by
Cape, 2002) different levels of work within every organization, remain unaffected:
- The community or institutional level - concerned with the broad objectives
and the work of the organization as a whole.
- The managerial or organizational level - concerned with the coordination and
integration of work.
- The technical level - concerned with the delivery of technical functions and

projects.

3.2.3 Organizational change - Theoretical framework

One of the greatest challenges that a researcher faces in the field of organizational
change is the diversity of theoretical perspectives and frameworks (Palmer &
Dunford, 2008). These perspectives represent often competing views on the nature
of organizations. It is obvious that there can be no single theory of change since
there is no single body of thought that would be accepted by all organizational
theorists (Collins, 1998). As Kezar (2001, p. 25) explicitly argues: “Choosing a model is
not an arbitrary choice — it is an ideological one. The assumptions we make about

change are also assumptions about the nature of reality and people”.

Reviewing the literature one can find a large volume of typologies and classifications
concerning organizational change based on rather simple dichotomies: reductionist /

holistic approaches (Kogetsidis, 2012), productivity—survival / workplace—quality
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paradigm (Schwarz & Huber, 2008), leadership / employee commitment (Armenakis
& Harris, 2009), first-order / second-order change, evolutionary / revolutionary (Levy
& Merry, 1986), planned / emergent, (Dawson, 1994; Weick, 2000; Burnes, 2005),
episodic / continuous (Weick & Quinn, 1999), individualism / contextualism-based
approaches (Munro, 1999; Quattrone & Hopper, 2001), individualism / holism
(Reihlen et al.,, 2007), organizational development / transformation, adaptive /
generative, proactive / reactive, subjective / objective, etc. (Kezar, 2001). However,
it is useful to present more encompassing typologies. For example, Ackerman’s
(1984) classification of organizational change, to:
1. Developmental change. It occurs when the organization makes
improvements of skills, processes and methods.
2. Transitional change. It replaces existing processes and methods with
something completely new over a controlled period of time.
3. Transformational change. It is the emergence of a completely new state,

unknown before.

Concerning the wide acknowledgement of the assumption that organizational
change and organizational learning are strongly interrelated concepts, Ackerman’s
typology could be linked directly to main assumptions of organizational /eaminglg
theory such those introduced by Argyris and Schon (1978):
1. Single-loop learning. Changing the behavior.
2. Double-loop learning. Changing the governing values that lead to
counterproductive behavior.
3. Deutero-learning. Learning how to learn. This implicitly involves the
reconsideration of the identity and the very reason of the existence of the

organization (Aramburu, Sdenz, & Rivera, 2006).

By (2005), combining Senior’s (2002) three categories of change (by rate of

occurrence, by how it comes about, and by scale) with the works of many other

18 Organizational learning refers to the study of the learning processes of and within organizations
(Easterby-Smith & Lyles, 2003). The change demand is inherent in the very fundamentals of
organizational learning theory. Change is the outcome of learning, and learning is a medium for
change and also its outcome (Alas & Sharifi, 2002).
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authors introduced the following classification of organizational change types,

theories and approaches:

A. Change characterized by the rate of occurrence.

Discontinuous. Rapid shifts usually triggered by major internal
problems or major external events.

Incremental. Individual parts of the organization deal separately and
increasingly with one problem at a time.

Bumpy incremental. Period of relative peace punctuated by
acceleration in the pace of change.

Continuous. Continuous alteration to keep up with fast-moving pace
of change.

Bumpy continuous. Period of relative peace punctuated by
acceleration in the pace of change referring to organization-wide

strategies.

B. Change characterized by how it comes about:

Planned. Top-down driven, emphasizing the different states that the
organization will have to go through in order to move from point A to
point B.

Emergent. Bottom-up driven, occurring so rapidly that it is impossible
for implementing a planned response.

Contingency. Each organization’s structure and performance are
dependent on situational variables that it faces, in a unique way.
Choice. Organization can exercise some choice over some situational
variables instead of being forced to change in order to fit in with these

variables.

C. Change characterized by scale:

Fine-tuning. An on-going process to match strategy, processes,
structure and people.
Incremental adjustment. Distinct modifications which not include

rapid change.
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e Modular transformation. Change focusing on a part of the
organization (it could be radical).
e Corporate transformation. Radical alterations in organization’s

business strategy in a corporate-wide scale.

Van de Ven and Poole (2005) combined ontological views of organizations -
organizations as consisting of things or processes (Tsoukas & Chia, 2002) — with
epistemological views regarding the methodology which is employed in the study of
change — variance theory or process theory (Mohr, 1982)% — developed a matrix—like
typology of four approaches:
1. Variance study of change in organization. Causal analysis of independent
variables that explain change in entity.
2. Process study of change in organization. Narrating sequence of events, stages
or cycles of change in the development of an entity.
3. Process study of organizing. Narrating emergent actions and activities by
which collective endeavors unfold.
4. Variance study of organizing. Dynamic modeling of agent-based models or

chaotic complex adaptive systems.

Kezar, based on a typology of organizational change categories proposed by Van de
Ven and Poole (1995) — life cycle, evolutionary, dialectical, and teleological — and
adding two more categories — social-cognition and cultural — developed a
comprehensive typology of organizational change models which main characteristics
are presented in the following Table 2.1 (Kezar, 2001, pp. 57-58). Furthermore she
acknowledges that teleological and evolutionary models are dominant in the change

discourse.

¥ In variance methodologies the phenomenon under examination is represented as a dependent
variable which is statistically explained with a set of independent variables (Van de Ven & Poole,
2005). In process methodologies the phenomenon is explained by formulating a story or a historical
narrative of the events occurred (Poole et al., 2000; Tsoukas, 2005). Van de Ven and Poole argue that
variance methodology is dominant in the studies of organizational change.
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Evolutionary Teleological Life Cycle Dialectical / Political | Social Cognition | Cultural
Why change | External Leaders; internal | Leaders guiding | Dialectical tensions | Cognitive Response to
occurs environment environment individual’s  natural | of values, norms, or | dissonance; alterations in

growth patterns appropriateness | the human
environment

Process of | Adaptation; slow; | Rational; linear; | Natural progression; | First order followed | Learning; Long term; slow;
change gradual; non | purposeful result of training and | by occasional second | altering  para- | symbolic

intentional motivation; altering | order; negotiation | digms or lens; | process;

habits and identity and power interconnected | nonlinear;
and complex unpredictable
Outcomes of | New structures & | New structures & | New organizational | New organizational | New frame of | New culture
change processes organizing identity identity mind
principles

Key metaphor | Self-producing Change-master Teacher Social movement Brain Social

organism movement
Examples Resource Organizational Developmental Empowerment; Single- and | Interpretive

dependency; development; models; organization | bargaining; political | double-looped strategy; para-

strategic choice; | strategic planning; | decline; social | change; Marxist | learning; para- | digm  shifting;

population BPR; TQOM psychology of | theory digm  shifting; | processual

ecology change sense-making change

Table 3.1: Typology of organizational change models
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A very interesting dichotomy, individualism/contextualism, also emerges by
answering the question whether change flows from human agency or institutional
pressures (Munro, 1999; Quatronne & Hopper, 2001). On the one hand,
organizations change when people modify them by exercising discretion based on a
set of intentional, rational, and even calculative criteria (Munro, 1999). On the other
hand, organizations change by a process of institutionalization through the adoption
of norms, rules and routines (Quattrone & Hopper, 2001). Here, a variety of social
structures reduce the discretion of persons (Munro, 1999). There is an obvious
linkage of this dichotomy with that of realism/socio-constructivism. On the one hand,
individuals modify situations by knowing the external reality and behaving
appropriately; on the other hand reality is socially constructed, hence the meanings

that form the basis of individuals’ purposeful behavior (Quattrone & Hopper, 2001).

Finally, reviewing the literature, we shall try to summarize the abovementioned
approaches to organizational change, whether based on encompassing typologies or
on simple dichotomies, by constructing a distinction between two large, though
fluid, schools of thought: the traditional or modernist and the transformational or
post-modernist (Beeson & Davis, 2000; Quattrone & Hopper, 2001; Tsoukas & Chia,
2002; Hernes & Bakken, 2003). The former encompasses assumptions from different
perspectives, which could be described by the term equilibrium-based theories®
(Beeson & Davis, 2000; Hernes & Bakken, 2003). Organizational change is
conceptualized as a more or less linear route from a specific spatio-temporal domain
to another. As organization passes from one state to another, its structure and
operations are modified and transformed (Quattrone & Hopper, 2001). Change,
whether reactive or pro-active, central to organizational life or not, is considered to
be an adaptive response or adjustment to a shifting and turbulent environment, and
aims to reinforce or reclaim organization’s stability and order (Beeson & Davis, 2000;

Dacin, Goodstein, & Scott, 2002; Burke, 2002; Tsoukas & Chia, 2002; Styhre, 2002).

Human factor, individuals, are frequently analyzed in terms of the functions they

2% This broad outline encompasses assumptions which derive from a large variety of theories such as
contingency theory, institutional theory, resource dependency theory, evolutionary theory, open
systems, and organizational ecology, to mention few (Styhre, 2002; Hernes & Bakken, 2003).
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perform in helping the organization respond, which means individuals do not act but
rather function (Hernes & Bakken, 2003). Organizational change is possible to be
planned, controllable, and manageable like any other organizational process, often
following a model wherein one step of activity is succeeded by another in a

Ill

sequential manner like the most influential “unfreezing — moving - freezing” Lewin’s
(1951) schema (Tsoukas & Chia, 2002; Collins, 1998; Burnes, 2002; Styhre, 2002;
Palmer & Dunford, 2008). This concept of change puts the emphasis on the
organization as a social entity or structure - a “thing” or a “noun” (Van de Ven &
Poole, 2005; Weick, 1979) - which retains its identity while changing from one state
to another over time (Whetten, 2005; Van de Ven & Poole, 2005). Consequently,
giving priority to “organization”, change is being made an exceptional effect, an

episodic event, produced only under specific circumstances by certain people

(Tsoukas & Chia, 2002).

The latter draws its assumptions from different perspectives as well, particularly on
the complexity’’ and process-based theories’”. Change is considered to be a non-
linear ongoing process, pervasive and indivisible (Tsoukas & Chia, 2002). It consists of
ongoing accommodations, adaptations, and alterations and it occurs when people
re-accomplish routines and when they deal with contingencies, breakdowns, and
opportunities in daily work (Weick, 2000; Burnes, 2005). Change process cannot be
fully planned or controlled and its outcomes cannot be intentionally produced or
predicted, but rather emerge and are shaped through the qualities and capabilities
of the organization (Beeson & Davis, 2000; Palmer & Dunford, 2008). It is very often

driven by its own inherent dynamics rather than the initial rationale and aims of

*! This is actually a set of theories which are concerned with the emergence of order in dynamic non-
linear systems operating at the edge of chaos. Systems, which are continuously changing and the
relationships between cause and effect are not constant (Beeson & Davis, 2000; Burnes, 2005). Chaos
theory, dissipative structures theory, the theory of complex adaptive systems and Emergence are
some of the theories and ideas correlated to the notion of complexity (Goldstein, 1999; Burnes, 2005;
Grobman, 2005).

%2 Under this theoretical perspective, organization consists of evolving processes of actions and
interpretations. Processes are created as actions that lead to interpretations, spurring new actions
and interpretations, and so on. Due to contingent events and unintended consequences of the
actions, the processes are non-deterministic and the outcomes do not necessarily converge toward a
sort of equilibrium. Action, communication and context is of a greater importance than structure and
the subject is being put in the center. (Hernes & Bakken, 2003).
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change (Hernes, Hendrup, & Schaffner, 2015). Nevertheless, change is not
considered to be just endogenously generated. Organizations very often try to
respond to environmental pressures. However, the pattern of response depends on
an organization’s self-understanding, which is the historically created assumptions
and interpretations of itself and its environment (Morgan, 1997), or on
organization’s self-constructing and self-reproducing mode (Luhmann, 1995). The
abovementioned notion of change stems from the assumption that organizations are
dynamic self-organizing systems which are constantly changing, being capable for
radical transformation as well as gradual evolution, and continually moving between
order and disorder, stability and instability. The cause and effect law appears not to
apply and even small variations in initial conditions can produce large consequences
(Beeson & Davis, 2000; Burnes, 2002). Moreover, Tsoukas and Chia (2002) argue that
change is inherent in human action and should not be thought of as a property of
organization. Rather, organization must be understood as an emergent property of
change since the latter is ontologically prior to the former. Organization is an
attempt to order the flux of human action and give it a particular shape, and at the
same time, organization is a pattern emerging from change. Therefore, this concept
of change puts the emphasis on organizing instead of the organization, on the
“process” or the “verb” instead of the “thing” or the “noun” (Weick, 1979; Hernes &
Bakken, 2003). On this view, an organization is a reification of a set of processes
which maintain the organization by continuously structuring it. The organization is a
process that is continuously constituted and reconstituted (Van de Ven & Poole,
2005). Weick (1995) also argues that “organizing” is being expressed essentially
through the interlocking behaviors of individuals. Organizational actions are

expressed through the actions of individuals.

Finally, we shall refer to two more theories which may have not developed a
comprehensive framework regarding organizational change, however their
assumptions lay beyond the Manichean logic of the priority of either “structure” or

“process” that characterize the abovementioned groupings of theories. These are:
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structuration theory” (Giddens, 1984) and theory of autopoiesis*® of the social
systems (Luhmann, 1995). Both theories converge at the concept of recursivity,
which means that structure and action become mutual media for another in
recursive processes. Structure is both constitutive of and constituted by actions.
Structures enable new and different actions and by this way they prepare the ground
for their own change (Hernes & Bakken, 2003). The theory of autopoiesis will be

extendedly presented in the next chapter.

3.2.4 Discussion

Despite the huge volume of research on the topic of organizational change, which
only a niche was presented in the previous sections, many critical voices have been
raised against its real outcome. The field of organizational change research has often
been accused of simplicity, triviality and being in a state of intellectual inertia
(Luhmann, 2000; Grey, 2002; Sturdy & Grey, 2003; Sorge & van Witteloostuijn, 2004;
Wetzel & Van Gorp, 2014). By (2005) argues that the most common concepts of the
relevant literature actually refer to older than 50-years approaches (e.g. F. Taylor’s,
K. Lewin’s or organizational development movement of ‘60s contributions). Sturdy
and Grey (2003, p. 665) particularly claim that the field of organizational change
research suffers from:

e Prochange bias which leads to a “totalitarianism of change”.

e A reductionism focusing only on the object of the organization, to the neglect

of wider context.

% The main concepts of Giddens’s structuration theory are the duality of structure and the process of
structuration. Duality of structure means that social structures are the medium of human activities as
well as the result of these activities. Structuration is the process by which actors reproduce and
transform social practices across time and space (Staber & Sydow, 2002). Human agency builds, uses
and reproduces social structures through its actions, but these actions are enabled and constrained
by the structures (Chu & Smithson, 2007).

2 Autopoietic theory refers to systems which maintain their defining organization throughout a
history of environmental perturbation and structural change and regenerate their components in the
course of operation (Coleman, 1999).These systems produce the basis of their own reproduction:
they are self-regulating, enclosed structures whose mechanisms are interconnected and mutually
dependent (Styhre, 2002). Moreover, structure and operations co-constitute each other in a recursive
process as operations demand a structure which is a result of operations and structures enable
operations to be performed.
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e A managerialism and universalism of change implying a steerable and
controllable potential for it, to the neglect of the evolutionary and self-
steering mode of organizations.

What the abovementioned critiques actually imply is that the field of organizational
change is still subject to a strongly rationalistic vision of organizations as well as to a
volitional confinement to the practitioner’s side, despite the current richness of
organizational theory (Wetzel & Van Gorp, 2014, pp. 116-117). There is not a
favourable environment for non-mainstream approaches to organization and change
(e.g. critical or self-organization, cybernetic and social systems approaches),
especially for those which undermine the idea of steering and controllability (Wetzel
& Van Gorp, 2014, pp. 128-131). Several authors (e.g. Jacobs, van Witteloostuijn, &
Christe-Zeyse, 2013, p. 774; Wetzel & Van Gorp. 2014, p. 130) warn that a new-
introduced research strategy to exit the so-called “boredom and repetition” state of
current organizational change research field, which favourites the borrowing from
separate theory fragments, is a risky endeavour. The incommensurability between
different theoretical approaches and the subsequent adoption of complex

explanations may lead to a significant lack of consistency and coherence.

At this point, | have to mention that the empirical basis of the above criticism is not
unfamiliar to me, especially Sturdy’s and Grey’s. As | stated in the introductory
chapter, during my professional career | have taken part or personally implemented
a series of changes in the firms | have worked for and | was also aware of many other
change projects within the wider industry context. There, | very often confronted by
pro-change bias imported into the organizations by the administration or from a
wider pro-change context. The pressure for constant, radical, or just impressive
changes was sometimes a justifiable requirement and some other times an
ideological attribution. | had also noticed the deep egocentric orientation of many
firms which tended to ignore the wider societal or natural environment (Purser et
al.,, 1995, p. 1062). This organizational egotism very often jeopardized the change
projects. Finally, | also noticed and personally fell prey to the wide spread
assumption of the human volition in organizational change. Almost every manager

(including myself), member of board, consultant who | worked together with, was
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too confident for the human ability to plan, orient, implement and control the
change process in a certain way. Even when unforeseen side-effects of the change
process or failures appeared, this was the outcome of a deviation from the

presupposed human rationality.

Going back to the previous section regarding the organizational change literature,
some key-points that could trigger the formulation of a research strategy, are
indicated. First, the structure/process dichotomy (which very often implies a
structure/action or structure/agency dichotomy) was explained as the base line for a
typology that introduces a relevant dichotomy in the field of organizational change:
theoretical approaches that prioritize structure in the study of organizational change
and approaches that prioritize process. However, some scholars (e.g. Nutt, 2003;
Hernes & Bakken, 2003) argue that instead of taking a research position across the
structure/process dichotomy, it would be more fruitful to face change through the
lens of structure/process duality; that is, the interdependence, the mutual
constitution or the complementarity of the two features. Avoiding enclosing the
research endeavour in one or the other side of the abovementioned dichotomy
opens up a new way to approach change and offers a potential to more
encompassing contributions to organizational change theory. Despite the fact that
certain theoretical approaches acknowledge the recursive nature of process and
structure (e.g. structuration theory, autopoiesis, second-order cybernetics,
dialectics) the size of empirical evidence, to the best of my knowledge, are not

sufficient enough to satisfy the concrete research demand, yet.

Another point of discussion is the role of human subject. There is a long-last tradition
of anthropocentrism in organizational studies, hence the studies of organizational
change (Purser et al., 1995; Jermier, 2008). Humans, be they leaders or employees,
or all together — it depends on the relevant trend —, are overemphasized as the
driving force of change. It is true that the influence of contextualism on diverse
theoretical approaches diminishes the else dominant role of human factor. However,
either in the form of individualism or in action-oriented approaches, the concept of

the rational, intentional human intervention still plays a focal role in the studies of
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change resulting from a context where human beings and organizations are treated
as rational, self-interested economic entities aiming to achieve specific ends
(Tenkasi, 1993, p. 138). Mintzberg (2004), in a critical analysis of temporary
management, argues that the wide-spread belief of change coming from the top is a
fallacy which stems from the cult of the heroic man (manager). Wetzel and Van Gorp
(2014), in a recent extensive reference analysis of articles on organizational change
in top tier journals, show that the vast majority of most frequent organizational
theories in use is modern theories, though with a strong individualistic approach
(e.g. Cognition and sense making, Organizational culture, symbolism and discourse,
Organizational Learning) (2014, p. 126). The authors of the study conclude that,
despite the high ranked theory of Neo-Institutionalism (societal approach), the field
is dominated by an individualistic view of the organizational behaviour which
overestimates the impact of the human agency (Wetzel & Van Gorp, 2014, p. 126;
pp. 129-130). However, a growing body of literature in organizational theory (though
not in organizational change research) tends to acknowledge the contributions of
theorists like Heinz von Foerster, James March, Niklas Luhmann, Jacques Derrida,
and consider that organizations actually behave in their own mode which is very
often detached from human thoughts, desires and actions (Wetzel & Van Gorp,

2014).

Finally, the role of the external environment dominates a large part of the relevant
literature and change is considered as a mere adaptation to a turbulent and ever
changing environment. Organizations have to keep their alighnment with their
external environment in order to enhance performance (Miles & Snow, 1994; Parker
& van Witteloostuijn, 2010). This effort becomes serious and difficult as
organizations grow older and when they operate in a changing environment (Hannan
1998). A misfit between the external environment and the organization means that
organizations become inefficient and ineffective, hence organizational change
becomes necessary (Jacobs et al., 2013). This view on change of organizations
actually repeats a conception which treats them as stabilized entities that try to get
aligned with the environment, by altering their mode of activity, when changes occur

in the latter (Hernes et al., 2015). However, it becomes a commonplace the assertion
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that the external environment is not anymore the stable and predictable
environment of the time that this conception had been formulated. Instead it is
characterized as opaque, dynamic, self-regulating, poly-contextual (Wetzel & Van
Gorp, 2014, p. 121), with an absence of a central steering mechanism which could
control societal processes (Luhmann, 2000a) and very often perceived as hyper-
complex and reaching the edge of chaos (see Burnes, 2005). In a situation like this,
the supposition of the “alignment” of the organization and the subsequent demand

for change become stale.

Summarizing the above critical discussion, one could end up to a research strategy
regarding change closely related to specific advancements of organizational theory.
Particularly, those which take into serious account the demand for overcoming an
unproductive antagonism between structure and process, as well as the demand for
a diminished - or less dominant, at least - role of the environment and/or human
agency. Setting aside a promethean observation of the human action in
organizational change, or a quasi-depressing role of the external environment, helps
to put the emphasis on the inner workings of the organization, processes and
structures, and hopefully a deeper understanding of the change process could be
unleashed. Focusing solely to the external environment or to the human agency

leaves no room for the idiosyncratic nature of the organization to be revealed.

3.3 CO-OPERATIVES

3.3.1 Introduction

In the previous chapter (Chapter 2), co-operatives were defined as user-owned, user-
controlled and user-benefited firms (Cook, 1995) which means that the persons (or
the patrons, according to Hansmann’s terminology) who ‘use’ the co-operative
organization are the persons who own and finance it, who exercise control on it and
the benefits of the firm are distributed to them on the basis of their use (Barton,

1989).
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It is also useful to recall from Chapter 2 that ICA (1995) introduced the seven core
principles by which co-operatives can apply the co-operative values:

1. Voluntary and Open Membership

2. Democratic Member Control (one member-one vote)

3. Member Economic Participation (equal contribution of capital; profit
distribution in proportion to the use)
Autonomy and Independence
Education, Training and Information

Co-operation Among Co-operatives

N oo v s

Concern for Community

It must be noted that these principles were established through repeated practice
over time and mostly serve as a demarcation line from other business entities (de
Drimer, 1997). One should define as traditional the co-operative organizational form
which is based on the above principles. On the contrary, an investor-owned firm is
controlled by the investors in proportion to their capital contribution; the
distribution of profits is in proportion to investors’ capital contribution; the shares

are tradable, appreciable, and non-redeemable.

3.3.2 The Rationales of Co-operatives - Theoretical framework

Co-operative organizational form is characterized by an explicit dual nature: a
business organization and at the same time an association of civil members
(Michelsen, 1993; Rgkholt & Borgen, 2000; Nilsson & Hendrikse, 2009), or in other
words an economic and a political organization (Mooney & Grey, 2002). This
inherent duality of the co-operative nature means that co-operatives come into
being in order to serve their founders’ interests and at the same time they must
cope with and survive in their environment by allocating the resources which are at

their disposal (Stryjan, 1994). The business unit operates on given market conditions
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so it has to be as efficient as any other type of business firm, while the society unit
involves humans, which means that it has social attributes (Nilsson & Hendrikse,
2009, p. 339). Therefore, co-operative organizations have been studied from several
theoretical perspectives, both economic and sociological, depending on which side

of their dual character the emphasis is been put.

A. Economic perspectives

New institutional approaches of agency theory, property rights theory, incomplete
contracting as well as transaction cost economics introduce a conceptual framework
which examines the formation, the existence, as well as the problems associated
with the co-operative organizations (Nilsson & van Dijk, 1997; Royer, 1999; Sykuta &
Chaddad, 1999, lliopoulos & Cook, 1999; Sykuta & Cook, 2001).

Agency theory addresses problems within organizations where, due to the
complexity of processes or/and often to numerous and dispersed owners, ownership
and management are separate. Here, the principal-agent problem arises (Jensen &
Meckling, 1976; Fama & Jensen, 1983). The principal (owners of the firm) assigns
some decision (or control) rights to the agent (managers) in order to carry out
something for the benefit of the principal. Therefore, the agent is in position to make
independent decisions that affect the principal’s wealth. This delegation of decision
rights to the agent brings with it a set of agency costs: costs of monitoring the
managers and costs of managerial opportunism that results from the failure to

monitor the managers with perfect effectiveness (Hansmann, 1996).

Property rights theory introduces, as a factor that distinguishes the various forms of
economic organizations, the set of the property rights that describes ownership and
control of the resources which the organizations employ (Condon, 1987). According
to Jensen and Meckling (1976), an economic organization is the nexus of contracts
among owners of factors of production and customers. These contracts specify the
rights of each agent in the organization, the performance criteria for agents’
evaluation and the payoff functions they face. The rights of prime importance in
defining the concept “ownership” of a firm are residual claims and residual rights of

control (Fama & Jensen, 1983). Residual claim is the right to the net cash flows of the
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firm after all fixed obligations have been met (e.g. wages, debts, taxes, etc.)
(Condon, 1987). Residual claimants are the risk-bearers of the firm (Fama & Jensen,
1983). Residual rights of control are the rights to control all aspects of an asset that
have not been explicitly given away by contract or attenuated by law (Grossman &

Hart, 1986).

Incomplete contract theory starts with the observation that the complexity of the
real world makes it too costly to describe all contingencies regarding the exchange in
a contract. Contracts are therefore incomplete. Given contractual incompleteness,
certain problems arise in situations with specific investments, because the division of
surplus cannot be specified ex ante. The ex post division of surplus depends on the
ex post bargaining power of each agent which is determined by governance
structure. This will have an effect on the investment decisions. Thus, ownership of
the assets of a firm, based on residual control rights of an asset, should be arranged
to maximize investment incentives and returns (Grossman & Hart, 1986; Hart &

Moore, 1990; Hendrikse & Veerman, 2000).

Transaction cost theory, elaborated mostly by the works of O. E. Williamson
(Williamson 1975, 1991), focuses on the conditions under which an activity will be
organized in an integrated, hierarchical manner. It contains two basic assumptions
(Rekholt, 1999):
- Activities will be coordinated by organizing, if the cost of using the market
exceeds the cost of organizing the transactions within an organization.
- The organizational structure which provides the lowest transaction cost will

be the one that survives in the long run.

According to Hansmann’s theoretical framework (Hansmann, 1996), “lowest
transaction cost” means the minimization of the sum of all the costs of an
organization’s transactions. That is, the sum of the costs of market contracting (cost
of market imperfections) for those patrons that are not owners, and the costs of
ownership (cost of controlling managers, cost of decision making and cost of risk

bearing) for the patrons who own the firm.
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A common theme across these theoretical approaches is that transaction costs are
positive; information is imperfect, costly, and asymmetric; the allocation of property
rights affects performance; and governance structures are designed to minimize

costs involved in economic transactions (Sykuta & Cook, 2001).

The formation of co-operatives has generally been seen as a response to market
failures (frequently accompanied by state’s unwillingness or inability to intervene
and regulate them). Such kind of market imperfections could be: simple market
power, ex post market power (“lock in”), asymmetric information, risks of long-term
contracting, strategic bargaining, communication of patron preferences,
compromising among diverse patron preferences, alienation (Hansmann, 1996).
Assigning ownership to the class of firm’s patrons who are most affected by the
abovementioned market imperfections could often reduce the costs of transacting
with those patrons (Fulton, 1995; Hansmann, 1996). For example, if the market of
fertilizers and farm pesticides in a rural area is dominated by the monopolistic power
of a farm supply investor-owned firm (“market power”), then farmers-customers
could avoid both, high monopoly prices for the goods that they purchase from the
firm and the under-consumption effect of those high prices, by purchasing the firm
from existing investor-owners, or (most frequently) forming a new firm; a farm

supply co-operative.

Co-operatives are based on their members’ efforts to integrate either forwards or
backwards in the processing/distribution chain, albeit jointly because each one is too
small to accomplish the task separately and face market imperfections (Nilsson,
2001). Typically, even the effects of principal-agent problems can be reduced by the
choice of a co-operative organizational form regarding the fact that the persons who

own the firm are the persons who control it as well.

To summarize, we can argue that incomplete contract theory and transaction cost

theory explain mostly the origins of the formation and existence of the co-operative
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organizational form, whereas agency theory and property rights theory explain the

problems that are inherent in this organizational form.

Neo-classical economic approaches (Helmberger and Hoos, 1962; LeVay, 1983; Royer
& Bhuyan, 1995; Tennbakk, 1996), focusing on price and quantity as the variables of
prime interest, also offers a rationale for co-operatives. Combined with game theory
(Sexton, 1986) claim that co-operatives are constructed so as to attain large volume
of business and thereby achieve economies of scale. Hence, co-operative firms have
a competitive advantage in industries where the average cost curve shows an ever
declining pattern and price is independent of the volume supplied by the co-
operative (huge markets). The larger the production is, the lower the costs and then,
the larger the profits. Given these considerations, co-operatives can offer to their
members, better trade conditions than any other organizational form and their
dominant role in certain markets (e.g. collection and primary processing of raw farm
products) can be interpreted (Nilsson, 1999). Implicitly or explicitly, the main
assumptions of the neo-classical paradigm, i.e. those of the “economic man” and the
“profit maximization”, are used to explain the formation and the existence of co-

operatives as subjects to cost function and demand constraints.

An interesting explanation for the formation of the co-operatives stems also from
the field of the co-operative game theory. Co-operative organizations and co-
operative game theory share the same idea that agents join together and work
together in a joint strategy for mutual benefit. Traditional game theory proceeds

I”

from a strong (“neo-classical”) assumption for human rationality characterized by
the self-interest motives. In co-operative game theory, in addition to the self-interest
hypothesis, reciprocity and social norms motives are allowed to enter. As a result, a
co-operative organization may be required in order to fully realize a co-operative (in
the sense of game theory) solution to the interactive decision problem all group

enterprises create (McCain, 2008).

Obviously, co-operative formation is a major tool for vertical integration in specific

markets as well as a useful tool for achieving economies of scale. Especially, in
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oligopolistic or oligopsonistic markets co-operatives function as a competitive
yardstick pushing prices in the market closer to the competitive price level
(Novcovic, 2008). However, the co-operative organizational form is reflecting a
strategy that actually consists of two closely linked dimensions: Organizing strategy
and business strategy (Rgkholt, 1999). While business strategy is vertical integration
in the value chain, organizing strategy secures the horizontal (power) basis for the
vertical integration. Its main object is organizing people to become and stay as
members of the co-operative. In other words, co-operative organization is
characterized by its dual nature, both an association of civili members, and an
economic enterprise acting in the market. The interplay of these two components is
the source of the originality of the co-operative phenomenon as well as of the

difficulties of judging its performance (Michelsen, 1993; Levi, 2007).

B. Sociological perspectives
From a sociological point of view, co-operatives are formed by groups of persons
wishing to promote their common economic interests by means of running an
enterprise. This widens the scope of governance because members-users’ economic
interests are more extensive than the profit interests of investors who own a for-
profit enterprise (Michelsen, 1993). Three types of members’ demands can be
described in a co-operative organization, which have impact on both the economic
and the organizational aspects of co-operatives:

- Incomes

- Deliveries of distinct, concrete goods or services

- The pursuance of broader non-economic objectives on the basis of values

(Michelsen, 1993).

Given the fact that in descriptive economics, co-operatives are listed in the
organizations of the “third sector” (“public” and “private” are the remaining two
sectors), while in modern sociology they are seen as intermediaries between “civil
society” on the one hand and “state” or “market” on the other, Habermas’ analysis
of the rationality differences among the three sectors could be mentioned.

Habermas (1981) distinguishes the rationality of civil society which is based on
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values from the rationalities of state and market which are based on power and
money respectively. In a same manner, Pestoff (1991) argues that co-operatives are
a kind of hybrid organization which constitutes an alternative between the “market
and state” or “public and private” controversy. Pierce (2003), introduces a systemic
perspective in the relevant discourse by assigning the three ‘sectors’ to three
‘economic systems’ which manifest a distinct organizing purpose; a distinct way of
managing economy and production. The first system is profit-oriented; the second
refers to central planning and redistribution, while the third system (where also co-
operatives belong) is about people who take action to meet their needs themselves,
in a collaborative manner and based on the principle of reciprocity. Pierce’s

contribution is shown in the next figure:
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Figure 3.2: Pierce’s three systems of the economy model (Pierce & Kay, 2003, p.25)

As we mentioned above, the formation of co-operative organization has been seen
as a response to market failures. However, from a sociological oriented perspective,
this formation could be also triggered by a collective sense of the need for changing
the scope of an industry on the basis of values and preferences (e.g. democracy,
environmentalism, ethnic or social solidarity, etc.) or constraining the pursuit of the
profit objective (Michelsen, 1993; Anheier & Ben-Ner, 1997). Co-operatives are often

formed as a response to enduring, unequal power relationships in societal fields
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(Mooney & Grey, 2002), hence they are often linked to grass root political and social

movements (Fulton, 1999).

In a more excessive way, Rgkholt (1999) argues that the core of the co-operative
rationale and strategy is social identification and personal identity closely linked to
the membership, which can explain the existence and survival of the co-operative
organizational form. The combination of these two factors generates a strong and
persistent loyalty based on solidarity. Consequently, co-operative organization is
based on logic different from the image of rationality that seems to be prevalent in
contemporary organization studies influenced by organization economics (Borgen,

2000).

Summarizing the sociological perspective, cooperatives, through their economic
practices, satisfy simultaneously both economic and non-economic interests of their

members (Moonay & Grey, 2002).

3.3.3 The argument about efficiency

On the basis mostly of agency theory, incomplete contract theory and property
rights theory, a large volume of criticism has been raised about the so called
“structural inefficiencies” of the co-operative organizational form (Porter & Scully,
1987). Co-operatives are considered to be inefficient because of vaguely defined
property rights (Cook, 1995) and high agency and collective decision-making costs. In
fact, if no one clearly owns an asset and the property rights are not tradable and
secure then no one has the incentive to guard the value of the asset properly or
invest great amounts in assets that may lose without compensation and the asset
cannot be acquired by the people who can use it in the best way (Milgrom &
Roberts, 1992; cited by Cook & lliopoulos, 1999). The principal-agent problem also
becomes more severe in co-operatives and expands in a many principals-agent

problem because of their unique ownership structure (Porter & Scully, 1987).
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In a recent study, Thompson (2015, p. 10) points out that the predominant economic
theories of the firm — contract-based theories™ and competence-based theories®® —
despite their intellectual rivalry, converge to the common assumption that co-
operative firms are generally inefficient. Contract-based theories consider co-
operatives as incapable of achieving cooperation while competence-based theories
imply that co-operatives are incapable of coordinating complex production
processes. Nilsson and Hendrikse (2009, p. 340) argue that many problems that the
co-operatives face are rooted in the difficult and improbable way to unite the two
different logics that characterize the co-operative organization: those of the business
firm and the co-operative society. Finally, other studies show that co-operatives
seem to be compromised in period of high flux or when the competition increases

significantly (Hart & Moore, 1998).

Many scholars converge on a set of incentive problems embedded in the co-
operative organization (Vitaliano, 1983; Porter & Scully, 1987; Fulton, 1995; Bekkum
& Dijk, 1997; Harte, 1997; Cook, 1995, Cook & lliopoulos, 1999; Nilsson, 2001).
Depending on which theory’s assumptions are based, we can classify these incentive
problems in two large categories: Investment-related problems (property rights

theory) and decision-related problems (agency theory) (Borgen, 2004).

Investment-related problems:

- The common property problem (or “free rider” problem). Given the open
membership and common ownership of the co-operative, a member can
benefit from the use of firms’ assets without contributing to the acquisition
of these assets accordingly, gaining benefits at the expense of others (Cook,

1995).

% Contract-based theories argue that the purpose of the firm is to minimize the (in a narrow or
broader sense) “transaction costs” of market exchange by achieveing cooperation among
instrumentally-motivated individuals with the rearrangement of opportunites and incentives that
those individuals face (Thompson, 2015, pp.4-5).

2 Competence-based theories contend that the purpose of the firm is to develop “dynamic
capabilities” by achieving coordination with the combination of skills and resources (Thompson, 2015,

p.4).
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The horizon problem. It stems from the fact that residual rights cannot be
transferred when members withdraw (Nilsson, 2001). Consequently, the
planning horizons of many members may differ from those of the co-
operative, as members can capture the benefits of an investment only over
the time horizons of their expected membership (Vitaliano, 1983). These
members have reason to oppose to long-term investments. Franken and
Cook (2015, p. 2) also refer to this problem as a short-term horizon problem
but they introduce another type of horizon problem, the current obligation
one. The latter appears when members with high debt obligations and/or
cash constraints and limited access to bank borrowing oppose additional
investment.

The portfolio problem. Due to the lack of a trading system for the residual
rights of the members and to their different time horizons, there will be
different viewpoints with the respect to the risk/reward profile of the co-

operative (Borgen, 2004).

The abovementioned problems result in underinvestment in tangible assets, under-

utilization of capital and intangible assets, sub-optimal allocation of the resources,

poor access in finance markets, myopic decision making (“here-and-now” actions),

members’ apathy (Nilsson, 2001).

Decision-related problems

The decision-making problem. In large co-operatives with heterogeneous
membership and complex structure, operating in competitive or turbulent
markets, the management of the firm may have difficulties to weigh different
member opinions and perspectives and decide what is in the best interest of
the members (Nilsson, 1999).

The follow-up problem. Due to the collective ownership and the consequent
lack of conformity between sacrifices and rewards, many members lose the
motivation to get involved in decision-making and control processes of the
co-operative’s business branches, giving managers (who are not residual

claimants) the ability to promote either their own interests or make decisions
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which will lower the value of the residual claims (Nilsson, 1999; Borgen,
2004).

The influence cost problem. It occurs in organizations like co-operatives
where decisions affect wealth distribution among members. Different groups
of owners with clashing interests are engaged in lobby activities in order to
influence the decision-making process and promote their own interests

(Cook, 1995; van Bekkum, 2001).

The abovementioned problems result in inefficiency of decision-making process,

poor

business strategy implementation, slowing down the adoption and

implementation of new technologies (Bruque & Moyano, 2007) and high influence

costs.

Cook and lliopoulos (1998) have introduced a number of criteria to identify the

conditions under which incentive problems are most likely to emerge:

Singleness of purpose. Homogeneity of interests can neutralize the
investment-related incentive problems (common ownership, horizon,
portfolio problems).

Control of supply. The ability to control quantity and quality creates
organizational boundaries proper for the development of clearly defined set
of incentives for risk capital investment.

Incentives for Risk Capital Investment. Users’ contribution to growth-oriented
risk capital acquisition may reduce organizational inefficiencies.

Sense of belongings. Given the fact that capital in cooperatives is in
everybody hands, but not in anyone hands (unallocated capital), creating this
very sense ameliorates incentive problems.

Design of contractual arrangements. Arrangements which define
responsibility of obligation may reduce quantity or quality variability as well

as free-rider issues.

Nilsson (1999, 2001) has also introduced a set of criteria:

Size and homogeneity of the membership body.

Size and complexity of co-operative’s operations.
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- Amount of financial contribution from members.

- Degree of contingency between members’ goals and co-operative goals.

- Degree of members’ involvement with their co-operative.
Generally, the fewer the members and more homogeneous; the smallest the scale
and less the complexity of the operations are, the more difficult the incentive

problems to arise.

It is relatively easy to find empirical evidence supporting the criticism to the co-
operative organizational form coming from various theoretical backgrounds and not
only related to the incentive problems: hold-up problems (Hendrikse & Veerman,
2000); poor (if any) implementation of personnel management, HRM, learning
organization and intellectual capital approaches (Davis, 2006); technology gap
(kontolaimou & Tsekouras, 2010); competition related problems (Hart & Moore,
1998; Herbst & Prifer, 2011), just to name few. Many other scholars adopting
different theoretical approaches like population ecology and isomorphism (Bager,
1994, 1996), corporate governance (Holmstrom, 1999; Bacchiega & Fraja, 2004),
economic culture (Hogeland, 2006), transaction cost (Harte, 1997), end to similar

conclusions for major problems that co-operatives face.

However, it is also easy to find evidence which counter the abovementioned
allegations (Nilsson, 2001). Co-operatives still continue to thrive and grow, even in
very competitive or/and globalized environments (Cook, 1995; Casadesus-Masanell
& Khanna, 2003), holding a significant market share in certain industries (van
Bekkum & van Dijk, 1997), having an informational — hence cost — advantage
compared to IOFs (Bontems & Fulton, 2005), proving a significant involvement on
innovation activities (Giannakas & Fulton, 2005) while some researchers argue that
sector analyses of co-operative performance find no evidence regarding an allegedly

less efficient operation than IOFs (Sexton & Iskow, 1993).

Some scholars argue that the property rights theory and agency theory overlook
some underlying variables. Under certain circumstances, co-operatives may be less

efficient than other firms, while under others they are superior (Hansmann, 1996;
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Nilsson, 2001). According to contingency theory, one of the most basic notions in
business is that organizations must reflect the characteristics of their business
environment in their own organizational structure otherwise they will not be
competitive (Kast & Rosenzweig, 1979; cited by Nilsson, 1999). Hence, it is stated
that the inefficiency criticism is valid in cases when the characteristics of the co-
operative do not match with the characteristics of its members (Nilsson, 1997; Hart
& Moore, 1998; Nilsson, 2001). Thus, the identification of the conditions certain
incentive problems are most likely to arise and the fore mentioned “mismatch” to

occur, is of a great importance (Borgen, 2004).

Agency theory and property rights theory offer a useful framework in order to detect
investment-related and decision-related problems of the co-operative organizations.
However, many scholars are skeptical over the ability of these theories to offer a
reasonable image of incentive problems in cooperative organizations as their
assumptions first and foremost capture the rationale of an investor, to the neglect of
the role of the user that is more familiar in cooperative organizations (Borgen, 2004).
They argue that, the co-operative business form was constructed not for the sake of
capital markets but for ameliorating market failures (Nilsson, 2001), and what is
considered to be structural weaknesses of the co-operative form, might be regarded
as sources of strengths (Rgkholt, 1999; Stryjan, 1989; Zusman, 1993; Torgerson,
1997; James & Sykuta, 2005). Fundamental concepts related to the traditional co-
operative organizational form, such as “mutual trust”, “loyalty”, “commitment”,
“relational dimensions”, “openness”, “networking” have been the core research
interest of the contemporary organizational theory of modern business (Rgkholt,
1999; Borgen, 2001). Moreover, taking into account a broad definition of the term
“efficiency”, which will also encompass other dimensions besides the economic such
as “quality”, “innovation”, “social entrepreneurship”, then the supposed “structural
inefficiency” of the cooperative organization is seriously questioned (Hoffmann,
2005; Herbst & Pruefer, 2005, 2007; Giannakas & Fulton, 2005; Novcovic, 2008).
Thopmson (2015, p. 10) concludes that, contrary to the conventional thinking about

the co-operative organization, particular types of co-operatives (e.g. worker co-
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operatives) could achieve deep-level cooperation and maintain it within the

organizational structures required for coordination by means of trust and loyalty.

To conclude, conflicting and contradicting conclusions about the
advantages/disadvantages, the efficiency/inefficiency of the co-operatives can be
identified in various studies even in the same study. The assumption of an
inefficiency “inherent” to the co-operative organizational form is far from having

been empirically proved in a clear and sound way (Nilsson, 2001).

3.3.4 The restructuring trend

Modern organizations have been facing dramatic changes during the last twenty
years due to a complex, rapidly transforming and even chaotic environment.
Globalization, technological changes, increased and knowledge-based competition,
uncertainties about the development in national and international level are the basic
characteristics of the situation (March, 1995), which may be identified as the
exogenous drivers of the abovementioned organizational changes. Consequently,
deep changes in peoples’ norms, values and attitudes should be added. Thus, the
last two decades a wave of organizational restructuring and business reengineering
hits most of the organizations and institutions worldwide. The driving force for this
movement is survival, based on the ability to handle uncertainty and competition.

(Tsekouras, Skouras & Daskalopoulou, 2007).

Co-operatives, both agricultural and non-agricultural, are not the exception of this
irrevocable trend. Moreover, due to the character of the changing business
environment and their nature as user-owned, user-controlled and user-benefited
firms, co-operatives often experience more radical changes than the investor-owned
firms (IOF). These changes challenge the fundamental principles of the co-operatives
and formulate three strategic choices; the option to exit the present organizational
form (“demutualization”), or to continue with moderate changes to the

organizational form, or to shift to a more radical form of organizational structure
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(emergence of non-traditional models, mergers, acquisitions) (Chaddad & Cook,
2004). All these options aim to improve the efficiency of the co-operatives and to

increase their probability to survive as well as their growth rates.

The last two decades the traditional co-operative form is under heavy pressure for
changes, especially in the developed world. We observe a wide and rapid
organizational restructuring (or re-engineering or re-modeling). Kaplan de Drimer
(1997) captures the main authorized or proposed structural changes:

- Decrease in the minimum number of co-operative members.

- Dispositions related to capital and to the admission of non-user investor

members.

- Dispositions related to the distribution of reserves.

- Participation of traditionally external persons or entities.

- Relaxation of some rules and protection.

- Growing diversity and complexity of the applicable dispositions.

The shift in organizational models for co-operatives is considered as a one-way
trend, from the traditional model to different entrepreneurial models (Nilsson,
1999). Hence, it is a shift from a member-patron co-operative form to a member-
investor form. Based on a study conducted by van Bekkum and van Dijk (1997) and
the further contribution of Nilsson (1999), a typology of four groups of
entrepreneurial organization models of cooperatives, in addition to the traditional,
can be introduced:

- The traditional co-operative model. This is the best-known and wide-spread
model based on the fundamental co-operative principles. Its main
characteristics are: open membership; ownership rights restricted to
members; equal contribution of capital; democratic control on “one
member-one vote” basis; non tradable, non-appreciable, and redeemable
co-operative shares; profit distribution in proportion to the use.

- The participation co-operative model. Non-patrons may own shares in the

co-operative. The purchase of these shares is usually restricted to certain

groups of investors (members in an investor role, staff, other co-operatives,
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local citizens, etc.). The shares are tradable and appreciable. The investors
may have voting rights but the vast majority of the voting rights are
definitely in the hands of the patrons. The investors get remuneration for the
capital they provide, either at a fixed rate or according to the profits
attained.

- The subsidiary co-operative model. Co-operatives establish subsidiaries to
run a part of their business operations. The subsidiary may be owned 100%
by a traditional co-operative or together with outside partners. In the latter
form, the investors’ stock is individual property and appreciable. The
external owners have seats in the general assembly and the board however
the co-operative holds the majority of the seats. The profits are divided in
proportion to each partner’s ownership.

- The new generation co-operatives. Membership is not open. It is restricted
to the members who have bought delivery rights from the co-operative in
proportion to the patronage such that usage and capital investment are
proportionately aligned. The delivery rights are tradable among the
member-patrons and appreciable. The voting power is usually equally
distributed (one member-one vote principle) but differentiation according to
the volume is possible. Due to the proportionality between deliveries and
investments, typical profit sharing proportional to the patronage, is actually
equal to profit sharing proportional to investments.

- The Public Limited Companies co-operative model. The entire co-operative is
organized as a public limited company. Members-patrons become share-
holders. Hence, voting power and profits sharing are according to

investments.

Drawing from the property rights and the incomplete contracts theories, Chaddad &
Cook (2002, 2003, 2004), propose a typology of co-operative organizational models
based upon a broad definition of ownership rights, comprising both residual claim
and residual control rights. They argue that co-operative organizational models may
be distinguished by the way ownership rights are defined and assigned to economic

agents tied contractually to the firm (members, patrons, investors). According to the
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proposed typology, the traditional co-operative and the investor-oriented firm are
polar organizational forms. In addition to these polar forms of organization, five non-
traditional co-operative models have been identified, listed in two categories:

A. Non-traditional co-operatives with the ownership rights restricted to member-
patrons.

- Proportional investment co-operatives. They are actually traditional co-
operatives which have chosen to remain in this organizational form. They
adopt capital acquisition policies such as base capital plans, narrow product
scope, and capital acquisition on a business unit base, in order to align
members’ equity capital contribution with their patronage.

- Member-investor co-operatives. The co-operative distributes profits in
proportion to member shareholdings in addition to patronage. In order to do
so, the co-operative adopts measures such as participation units, co-
operative capital units, and redeemable preference shares.

- New generation co-operatives. (See above: “The new generation co-
operatives”)

B. Non-traditional co-operatives with the ownership rights not restricted to member-
patrons.

- Co-operatives with capital seeking entities. The co-operative acquires equity
capital by the establishment of a separate legal entity such as strategic
alliance, trust company and subsidiaries.

- Investor-share co-operatives. (See above: “The participation co-operative

model”)

Moreover, other scholars (Kyriakopoulos & van Dijk, 1997; Kyriakopoulos,
Meulenberg and Nilsson, 2004) identify another major characteristic of the
restructuring trend in co-operatives which is the transition from members’ equal
treatment regarding pricing or cost charging to a differential policy that involves
discounts or/and premiums to members according to volume, quality, location and
various others criteria. This is the so-called “from equal to equitable” trend
(Kyriakopoulos & van Dijk, 1997) and aims to offer incentives to members in order to

stay loyal to their co-operative amid changing market conditions.
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Finally, other studies (Williamson, 1987; Lang & Welzel, 1999; Richards & Manfredo,
2003; to name few) indicate a wave of mergers and acquisitions in co-operatives
which operate in several industries - agriculture, banking, etc. The driving forces to
this particular form of restructuring are either an effort to overcome capital
constraints (Richards & Manfredo, 2003) or/and an attempt to increase the degree
of market power and their competitiveness (Williamson, 1987). Moreover, Cook’s
(1995) definition of the co-operative as user-owned, user-controlled and user-
benefited firm implies that a main characteristic of the traditional co-operative is
that its activities are organized closely to their users who are also the founders of the
co-operative. This can be called user principle. Therefore, one could argue that any
development of activities which are not directly linked with the users of the co-
operative is also a deviation from its traditional form. Nevertheless, the outcome of
these changes is the same: a departure from the traditional model and the adoption

of strategies that are close to those of publicly traded firms.

One could easily identify a close connection between the proponents of the
restructuring trend in co-operatives and theoretical approaches that consider co-
operatives as organizational forms inefficient or outdated or having certain incentive
problems. A useful overview of this connection is shown in the following table which

is quoted in Nillson, Kihlén and Norell (2009, p. 103):

Author Core concept Driving forces Ends
Cook, 1995 Vaguely defined Large size of operations is Exit, conversions
property rights necessary but then to IOFs or

members will free-ride, reorientation to

become uninterested, etc. individualized

structures.
Fulton, 1995 Property rights Technological The cooperatives’
theory advancements change the power is reduced.

locus of power in the
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value chain.
Bager, 1996 Population Techno-economic and Conversions or at
ecology institutional changes least the loss of a

induce the cooperatives to

imitate other businesses.

specific

cooperative

identity.

Harte, 1997 Transaction cost Markets are becoming Conversions into
and agency more open, more IOFs or hybrid
theory transparent, and larger. forms.

Holmstrom, Corporate As the capital markets Traditional

1999 governance, function better, the cooperatives are
capital markets cooperatives’ investment increasingly

portfolios become inefficient.
suboptimal.

Hogeland, The economic Industrialization of Traditional

2006 culture agriculture, processing cooperatives face

becomes large scale and

capital intensive.

difficulties due to

ignorant

members.

Table 3.2: Selection of approaches that explain traditional co-operatives’ problems

To conclude, the common characteristic of all the above mentioned typologies and
change identifications, which constitute the core of the co-operatives’ restructuring
trend, is the departure from the fundamental principles of traditional co-operative
organizational form. It must be noted that as ‘fundamental principles’ are not
defined only the ones that are officially stated in the most recent ICA declaration
(see section 2.2.1, p. 14) but also those that have been established through repeated
practice over time and characterize the mode of operation of the vast majority of the
co-operatives world-wide (e.g. user principle, members’ equal treatment, etc.).

The departure from the traditional model occurs through the relaxation of the

restrictions embedded in principles such as: ownership rights assigned only to
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members; one member-one vote; equal contribution of capital; profit distribution in
proportion to patronage; members’ equal treatment; non-tradable, non-appreciable,
and redeemable shares; autonomy and independence. The main objective of this
transition, from the traditional co-operative model to a variety of non-traditional
models, is capital acquisition which will solve investment-related incentive problems
and will promote the development of value-added activities and the implementation
of new technologies (Nilsson, 1999) as well as an attempt to increase
competitiveness and market power (Williamson, 1987). Hence, transferable and
appreciable shares, secondary market for co-operative shares, external partnership,
separate capital pools, delivery contracts, closed or well-defined membership (Cook
& lliopoulos, 1998, 1999) or diversified policy among members, products and
services not related to the existing scope of the co-operative, mergers and
acquisitions (Williamson, 1987; Kyriakopoulos & van Dijk, 1997; Kyriakopoulos,
Meulenberg & Nilsson, 2004; Richards & Manfredo, 2003), consist the basis of the

new doctrine of organizational change in co-operatives.

Once again, it must be mentioned that some scholars remain skeptical about an
undeniable appropriateness of the new-evolved co-operative models. For example,
Nilsson (1997), based on the assumptions of contingency theory, rejects the
supposed superiority of the one co-operative model over the others. She argues
that, as in every organization, a co-operative must reflect its environment. Which
organizational model is best for a co-operative depends on its economic,
technological, political/legal, and social conditions. However, the relevant literature
about change in co-operatives is overruled by a discourse regarding the re-modeling
or restructuring trend which, to one degree or another, leads to a deviation from the

traditional organizational form.

Therefore, one could introduce a novel, encompassing typology of co-operative
models which incorporates the typologies and contributions of several scholars who
have studied the restructuring trend in co-operative organizations and were
presented above. The novel typology is shown in the following table along with the

traditional principles that have been violated by each type of change:
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Co-operative Model

(violated) Traditional Principle

Differential policy co-operatives

Members’ equal treatment

Proportional investment co-operatives

Equal contribution of capital

Member-investor co-operatives

Equal contribution of capital; Profit

distribution in proportion to the use

Co-operatives with Subsidiaries Autonomy and independence; One
member — one vote; User principle

Co-operatives undertaking mergers and | Autonomy and independence; Co-

acquisitions operation among co-operatives

New generation co-operatives Non-tradable, non-appreciable, and

redeemable shares; Open membership;

Equal contribution of capital; Profit

distribution in proportion to the use

Investor-share co-operatives

Autonomy and independence; Equal
contribution of capital; Profit distribution
in proportion to the use; Non-tradable,
non-appreciable, and redeemable
shares; One member — one vote; User

principle

Table 3.3: New-developed typology of non-traditional co-operative models

3.3.5 Discussion

By reviewing the literature in co-operatives, one could draw, in a rather sketchy but

not unrealistic manner, the opposite sites of an implicit controversy: studies that

interpret changes mostly through the lens of economic theories that treat the co-

operative as another investor, though peculiar, business form; and studies that

interpret changes through the lens of sociological or political theories that treat the

co-operative as a members’ society, though with a definite economic character.

70




CHAPTER 3 FRAME OF CONCEPTS

The former can capture and identify changes that happen to co-operative
organizational form, which question its traditional character, and assign those
changes to economic, financial, technological, etc., alterations occurring to the
external environment, or to internal characteristics and structural inefficiencies, or
most precisely to the external/internal interplay of these events and characteristics.
However, this research trend cannot explain thoroughly the sound viability of the co-
operative organizations even within its traditional organizational form. For example,
recent studies coming from various industries and various regions indicate the viable
and resilient character of many co-operatives amidst the after 2008-economic and
financial crisis, even comparing to investor-owned firms (Birchall & Ketilson, 2009;
Webster et al., 2012; Roelants et al., 2012; Esim, 2012; CICOPA, 2013), while other
studies indicate a recent revitalization and a renewed interest regarding the co-

operative form (Cuevas & Fischer, 2006; Pollet, 2009, Stervinou et al., 2015).

The latter can capture the theoretical and methodological inefficiency of the solely
economic-led explanations as well as identify the role of non-economic values and
interests like trust, commitment, identity, ideology, etc. However, this research
trend seems to neglect the visible changes occurring to co-operatives the last twenty

years or assign them to political and ideological prejudice.

Both trends, by overemphasizing the one or the other aspect of the co-operative
organization, fail to treat co-operative as a hybrid organization — namely a business
firm and at the same time a civil association. Nilsson and Hendrikse (2009, p. 351)
were careful enough to warn the researchers of the co-operative organizations that
they should acknowledge the complexity that derives from this particular situation.

At this point, a certain research gap emerges and flourishes.

Another interesting finding that a researcher can easily identify within the
boundaries of academic literature regarding co-operatives, is the large volume of
criticism which has been raised about the so called “structural inefficiencies” of the
co-operative organizational form (Porter & Scully, 1987, p. 498). On the basis mostly

of agency theory and property rights theory as well as incomplete contracts theory
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and contingency theory, co-operatives are considered to be inefficient, outdated and
poor-adjusted to a continuously changing environment (Vitaliano, 1983; Porter &
Scully, 1987; Cook, 1995; Fulton, 1995; van Bekkum & van Dijk, 1997; Harte, 1997,
Cook & lliopoulos, 1999; Nilsson, 2001; Bruque & Moyano, 2007). Within this
context, the restructuring trend in co-operatives (Kaplan de Drimer, 1997; van
Bekkum & van Dijk, 1997; Chaddad & Cook, 2002, 2003, 2004) - featured as a one-
way route of change from the traditional model to different entrepreneurial models
- holds a position both of a historical necessity and a self-fulfilling prophecy. Because
of the supposed” “inherent inefficiency” of co-operative organizations, the
conventional — linear and adaptive — notion of change is much stronger in the study
of co-operatives than in other organizational forms. This theoretical attitude towards
the co-operative organization orients most of the studies regarding change to
answering questions regarding what kind of changes occur or why these changes
happen. A broad series of organizational changes are identified (e.g. different
transitional models and alterations from the traditional model) while they are
assigned to a vast spectrum of reasons (e.g. structural inefficiencies, changes in the
environment, imitation, financial pressures, cultural and political changes, alteration
in members’ attitude, etc.). However, a significant lack of explanations regarding
how change unfolds within the co-operative organization still exists. In other words,
one could argue that, identifying and describing the changes or the reasons that led
to them constitutes a research observation of first-order, while explaining how the
co-operative organization deals with changes, an observation of second-order. Co-
operatives, due to their hybrid nature and despite their long-last viability, remain a
complex and rather less examined organizational form. An in-depth analysis of how
organizational phenomena like change ‘work’ within co-operative organization,
distanced by economic—led or political-based explanations or bias and focused on

the internal functioning of the organization instead, could fill in the relative research

gap.

” We use the term “supposed” because certain academic voices have been raised against this
dominant trend in the study of co-operatives (Stryjan, 1989; Zusman, 1993; Torgerson, 1997; Rgkholt,
1999; Borgen, 2001; James & Sykuta, 2005; Hoffmann, 2005; Herbst & Pruefer, 2005, 2007; Giannakas
& Fulton, 2005; Novcovic, 2008).
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It must be noted here that if one looks carefully at the relevant literature regarding
change in co-operatives that was reviewed in Chapter 8, one will find out that the
overwhelming majority of the studies refer to the agricultural co-operatives. Other
types of co-operatives, despite their potential significance in some countries or
certain industries are rather neglected by research. Therefore, a second type of
research gap rests on this fact. Especially in the Greek context, where literature
about co-operatives is at any rate underestimated, the overwhelming majority of
contributions are focused on the problems of efficiency and the relevant changes
and restructuring efforts of agricultural co-operatives (for example see Kalogeras et
al., 2009; Kalogeras et al., 2013; lliopoulos & Theodorakopoulou, 2014, Benos et al.,
2015; Lassithiotaki, 2015). Studies regarding non-agricultural co-operatives hardly

exist (with the exception of co-operative banks).

Moreover, when the literature on organizational change was discussed, it was
marked the necessity to overcome the process/structure distinction and to avoid
overemphasizing the external environment and the human agency as focal points of
studying changes. This is the case for co-operative organizations, too. Especially for
the second point, there must be made two more observations. First, the strong
viability and endurance of co-operative organizational form, almost across two
centuries, indicates that co-operatives have operated and survived within a wide
spectrum of political, economic, financial, technological, cultural, and social
circumstances; in other words, within almost any alteration that could happen in the
external environment. Second, the collective character of the co-operative
organization (user-owned, user-controlled, and user-benefited) as well as the fact
that administrators are elected by theAssembly of Members every two or four years
and at the same time they usually run their own business, diminish the potential role
of charismatic leader/leaders or individuals’ actions. In co-operatives, the

promethean entrepreneurial metaphor is rather not the case.

To conclude, the acknowledgement of the hybrid nature of co-operative
organization (business entity and civil association) as well as the move from

guestions regarding what kind of changes or why these changes happen to the co-
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operative organization towards questions regarding how change unfolds, indicate
relevant research points of interest worth for further deployment in co-operative

studies.

3.4 COMBINING THE TWO DISCUSSIONS — THE RESEARCH GAP

The review of an extended literature on organizational change, co-operatives and
particularly on organizational change in co-operatives, revealed controversies,
different conceptualizations of the relative concepts and research deficiencies, which
in turn indicate relevant gaps and emerging demands, worth for further research
deployment. The concept of organizational change refers to change in organizations
— any organization in general. Hence, remarks regarding organizational change
literature cannot but also apply to the discussion of the literature about change in
co-operatives, which are just one type of numerous types of organizations be they
economic, political, cultural, social, religious, etc. For example, the argument about
process/structure distinction, that was identified in the discussion followed the
review of organizational change literature, refers to co-operatives, too; despite the
fact that it is not traced explicitly in the relevant literature regarding co-operatives.
Therefore, taking into account considerations deriving from the discussions of the
basic concepts of this study and combining them, a frame of reference for the
subsequent research regarding organizational change in co-operatives is formulated.
The main points of this frame are:

e To overcome a strict distinction between process and structure

(acknowledgement of recursivity).

e To acknowledge the hybrid nature of the co-operative organization.

e To avoid overemphasizing the human agency.

e To avoid overemphasizing the external environment

e To move from first-order to second-order observation or, in a less abstract

phrasing, to move from answering what or why questions to answering how

questions.
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It must be noted here, that the abovementioned points are strictly related to the
findings (gaps or demands) that revealed from the literature review. It must be also
noted that dealing with all of them in the research process exceeds the size of this
study; actually, each of them calls for a separate study. As it was stated in the
introductory chapter, the main question that concerns this study is how change
unfolds in the co-operative organization, which is related to the last of these points.
Nevertheless, the whole research process will be characterized by an effort to
seriously consider the remaining points despite the fact that they are not at the focal
point of this study. A first step of this effort is the adoption of a theoretical
framework that will guide next research steps and will be consistent with the above
points. A promising theoretical framework would epistemologically carry the
potential to answer how questions and at the same time would not oppose the
demands which inhere in the remaining points coming from the discussion of the

literature review.

To summarize, a critical examination of the literature regarding change in co-
operatives reveals the main research gap that this study intends to fill with its
research approach: More specifically, most of the relevant studies focus on the
identification of the type of changes that the co-operatives experience the last two
decades (‘what’ questions) and on the reasons that those changes occur (‘why’
guestions). This is the reasonable outcome of a theoretical approach that, implicitly
or explicitly, treats the co-operatives as another investor business organization
which eventually is evaluated by its economic efficiency, as any other business
organizational form. Even the opponents to this dominant trend criticize the above
assumptions by assigning them to ideological or political reasons, hence answering
‘why’ questions, once more. As a result, both the type of changes that have been
identified in previous studies and the explanations that have been given about the
driving forces of those changes, lead to the unavoidable conclusion that co-
operatives, by following this specific path of change, will gradually (or, should) come
closer to the form of an investor-owned firm, instead of their traditional patron
(user)-owned model. Once again, this conclusion is the reasonable outcome of a

general theoretical approach regarding organizational change which treats change as

75



CHAPTER 3 FRAME OF CONCEPTS

a linear, sequential, planned, controllable, manageable, and adaptive to
environment process. However, the evolution of change in complex organizations of
hybrid nature, like the co-operatives, cannot be fully described and explained (not
even mention, predicted), unless questions about ‘how’ change occurs are
addressed, as well; namely, unless the way that the co-operative organization
internally deals with the change process in the light of its inherent duality, is
exposed. This is precisely the missing element in the existing research literature as it
carries the potential for a fundamental different view at the phenomenon of change
in the co-operatives, consistent to their organizational particularity. Finally, the
effort to bridge the identified main research gap must take into consideration both
the need for expansion of the research in other types of co-operatives but the
agricultural ones and the elements of the frame of reference that was presented in
the beginning of this section and was derived from the critical discussion of the

literature regarding the basic concepts of this study.

3.5 SOCIAL SYSTEMS THEORY

3.5.1 Introduction

From all the theories in my knowledge that support a recursive view for process and
structure in organizations (structuration theory, autopoiesis, second-order
cybernetics, dialectics), the theory of the autopoietic social systems or most
precisely, Social Systems Theory, takes, implicitly or explicitly, into account all the
above mentioned points that formulate the research frame of reference that was
presented in the previous section. Additionally, one can find, in the body of this
theory, a well-developed organizational aspect with direct and extended reference
to the formulation, role, function, operation, type, etc., of organizations as a

concrete, among others, type of social system.

A comprehensive definition of the system is given by Skyttner (1996, p. 7) as: “a set

of two or more elements where: the behavior of each element has an effect on the
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behavior of the whole; the behavior of the elements and their effects on the whole
are interdependent; and while subgroups of the elements all have an effect on the
behavior of the whole, none has an independent on it”. While, Kneer and Nassehi
(1993, pp. 17-18) speak very generally for the system as: an entity whose elements
are related to one another in a certain manner (cited by Borch, 2011, p. 22). Closer to
the theoretical selections of this study (i.e. SST) is Dirk Backer’s assertion (2014, p. 1)
that “systems are theory” as “they describe a complexity, consisting of a highly
integrated differentiation, established and maintained by a boundary, which
selectively separates a unit from and connects it with an environment as seen by an

observer”.

Systemic thinking is considered to be of a great significance for the comprehension
of the complexity in the organizational field. Willke (1993, 1997) mentions three
basic reasons for the adoption of a general systems theoretical perspective in the
study of the observed world:

1. The claim for catholicity. Systemic thinking could be the common starting
point of research in every societal level of relations (face to face, group,
organization, social subsystem, society, and international systems) based on
the fact of the homogeneity of basic problems in different systems.

2. The interdisciplinary collaboration. Within the field of social systems theory,
the collaboration among related scientific disciplines as well as the
harmonization of various disciplines efforts is considered of major
importance for the solution of those problems which transcend the
boundaries of just one discipline.

3. The acknowledgement of the problem of Complexity®®. Social systems theory
takes seriously into account the problem of complexity of social phenomena

and elaborates procedures on its further exploration.

28 Complexity is defined as a system’s characteristic which is related to the number and variety of its
components, the relational interdependence among them and their relationship through time
(McFarland, 1969; cited by Willke, 1993, 1996).
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Moreover, the application of the concept of autopoiesis in the study of organizations
(particularly the theory of self-referential or autopoietic systems which was
developed by the German sociologist Niklas Luhmann) bears a remarkable potential
as it satisfies the ongoing scientific need for new approaches dealing with Non-
Linearity and Complexity (Magalhdes and Sanchez, 2009). Autopoiesis is the
recursive reproduction of the elements of a system through its own elements. It
both provides a model of how phenomena emerge from the complex interplay
between heterogeneous factors and simultaneously puts the emphasis on the study
of systems’ internal structuration mode rather than the systems’ dependence on the

environment (Willke, 1993, 1997; Goldsprink & Kay, 2004).

Organizations belong to a social sphere sui generis processing its own logic (Seidl &
Becker, 2006). Hereafter, organizations will be treated as one, among others, type of
social system (Luhmann, 1992). Moreover, the firm (the co-operative firm, too) will
be considered as a particular type of a social organization pursuing many different
purposes, yet differentiated inside society by a special reference to the economic

(sub) system of that society (Backer, 2006).

3.5.2 The theory of Autopoiesis

The theory of Autopoiesis, was originally developed by the Chilean biologists
Maturana and Varela (Maturana, 1975; Maturana & Varela, 1980; Maturana &
Varela, 1987) in order to explain the nature of living as opposed to non-living entities
(Mingers, 2002) and how living systems persist despite changes in structure and
components (Gregory, 2006). An autopoietic system is a system which does not
transform inputs into outputs; instead it transforms itself into itself (Mingers, 2002).
The key point of the definition of an autopoietic system is self-production. That
means that the system produces and reproduces its components with the

contribution of the very same components which consists of (Willke, 1993, 1997).
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The boundaries of an autopoietic system are important as they define what the
system contains within its unity. The creation of the boundaries comes from inside,
in the sense that nothing that is not contributing to the system’s self-production can

be within these boundaries (Jackson, 2007).

These systems are organizationally closed as the organization29 maintains its
relations of self-production. This is a closure on the level of system’s operations
(operational closure) which are processes of self-production and produced by the
system itself, internally. No operations of this kind can enter or leave the system. At
the same time, the system will inevitably interact with its environment exchanging
information and energy. The interaction with the environment can trigger changes
(even dramatic, over time) in the structure® of the autopoietic system. So we can
consider the system as interactionally open. However, despite this interactional
openness, environmental perturbations can only trigger structural change but not
determine the outcome of it. Changes are structure determined and must always
allow autopoiesis to continue. It is the system which determines when, what and
through which channels the exchange with the environment will be done (Willke,
1993, 1997; Kay, 2001; Mingers, 2002; Seidl & Becker, 2006, Parboteeah & Jackson,
2007). Systems can also become structurally-coupled31 to other systems or their
environment but this is a process of mutual specification rather than the adaptation

of one system to another (Mingers, 2002; Parboteeah & Jackson, 2007).

Many scholars have tried to extend the domain of the theory of autopoiesis to
encompass the field of social sciences®’.. Kay (2001) identifies three main

perspectives which characterize these efforts:

2 Organization, in autopoietic terms, is the relations that define a system as a unity (Maturana &
Varela, 1980).

30 Structure, in autopoietic terms, is the actual components and their relations (Mingers, 2002).

3! Structural coupling is the mutual relationship between a unity and the structure of its environment
or other unities which occurs through recurrent interactions whilst maintaining its identity

> It is true that Maturana and Varela were skeptical and have distanced themselves from the
application of their theory in the social context (Kay, 2001; Hernes & Bakken, 2003).
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1. The scientistic perspective. It is termed so because the main debate have
discussed is whether a social system is autopoietic or not, in the original
conception of the theory.

2. The metaphoric perspective. Morgan (1997) uses the theory of autopoiesis in
a metaphoric way to highlight three applications which he suggests are useful
for the understanding of an organization (the organizationally closed
relationship with its environment, the maintenance of identity, and the
explanations of evolution, change and development).

3. The sociological perspective. It is based on the extended work of Niklas

Luhmann; there will be an analytical presentation in the following chapter.

3.5.3 Luhmann and Social Systems Theory

Luhmann abstracted the concept of autopoiesis from its original biological roots in
order to apply it in the social domain (Luhmann, 1986). He suggests that we speak of
autopoiesis whenever the elements of a system are reproduced by the elements of
the system. He tried to create a general, transdisciplinary concept of autopoiesis,
open to respecifications by different disciplines (Seidl & Becker, 2006). Using the
abovementioned abstraction, Luhmann suggests that, except the living systems,
there can be closed, self-referential systems which do not have physical production
as their mode of operation. These are the psychic (human consciousness) and social

systems. The systems typology that Luhmann introduced is shown in next figure:

Systems
Living Psychic Social
Systems Systems Systems

80



CHAPTER 3 FRAME OF CONCEPTS

Cells Brains Organisms Interactions Organizations Societies

Figure 3.3: Luhmann’s Typology of Systems (Luhmann, 1995, p. 2; figure modified)

Luhmann’s fundamental assertion is that a system is constituted as a distinction
between system and environment. We cannot speak of a system without system’s
separation from its environment. No system is possible without this initial distinction
since the system could not build its own complexity and knowledge if mistook itself
for its environment (Luhmann, 1995; Borch, 2011). Hence, in autopoietic systems we
are dealing with the production and reproduction of the distinction between system
and environment (Luhmann, 2000b). By this way, social systems are forever
emergent phenomena in the sense they reproduce themselves recursively. The
emergence of a system takes place through distinctions that the system makes, both
between itself and the environment and between before and after (Hernes &
Bakken, 2003). After this, a new definition of the notion system must be added in the
definitions presented in the introduction of the present section; a definition in which
the focal point is the distinction between system and environment instead of the
interrelation between the elements of the system. Hence, a system is difference —

the difference between system and environment (Luhmann, 2006, p. 38).

Luhmann suggests that the concept of autopoiesis can be applied to the study of
systems if only a single operation, on the basis of which the system is reproduced,
can be specified. For example, he considers that the psychic system (that is, the
mind) can be conceptualized as an autopoietic system reproducing itself through
thoughts. It is a system of thoughts that produces its thoughts through its network of
thoughts and neither a thought from outside can enter the system (the thought in
one person’s mind cannot enter another person’s mind), nor a thought of the system
can enter the environment. Although the internal thought process is influenced by
perturbations from the environment, the kind of thoughts that will be produced
finally depends on the specific thoughts already present in the psychic system (Seidl
& Becker, 2006).
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In a clear analogy with the psychic system, Luhmann (1986) uses communication
(better, the communicative event) as the particular mode of the autopoietic
reproduction of a social system (neither person nor action). Communications are
recursively produced and reproduced by a network of communications and cannot
exist outside this network. The concept of communication is not used by Luhmann as
a simple transmission of a ‘message’ or ‘information’ between a sender and a
receiver. Communication is understood as an event consisting of three indissoluble
elements — information, utterance, and understanding — which can enable further
communicative events (Luhmann, 1995). Each element is a selection from a range of
possibilities. It is the operation of the autopoietic system which defines and makes
the selections. In brief, we can say that information is what the message is about,
utterance is the form in which it is produced together with the intentions of the
sender, and understanding is the meaning that it generates (including
misunderstanding) to the receiver (Mingers, 2002). A forth selection is receiver’s
response to the communication. If there is any kind of response (agreement,
disagreement, question, etc.) the communicative sequence will continue. If not, it
will be terminated. Hence, the meaning of a communication can only be

retrospectively defined through the later communications (Luhmann, 1995).

By making these selections, system marks its own distinction as what belongs to the
system and what not (Mingers, 2002). It is essential to point out that this concept of
autopoiesis departs from the original physical one, as communications are not stable
entities (e.g. as a molecule). They are events which occur at a point in time and then
disappear. What is vital for the continuity of system’s autopoiesis is the generation
of the next event. This event will be different from the previous one. Communicative
autopoiesis is not a production of structure or pattern or repetition but of networks
of differentiated events. Because the elements of the system have no duration, the
system is urged to constantly produce new elements or else the reproduction stops
and the system disappears. This is a major radicalization of the concept of

autopoiesis (Mingers, 2002; Hernes & Bakken, 2003; Seidl & Bekker, 2006).
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Social systems which produce and reproduce themselves through communications,
also construct their own perception of themselves and their environment. The
environment becomes an internal construction in the system through which the
system can differentiate itself from the environment. The interpretation of the
environment by the system becomes in the light of system’s self-referentiality
(Bakken & Hernes, 2002). That means that a system exists not only through the
initial distinction from its environment but also through referring back to its own

operations in order to maintain its boundary (Luhmann, 1995).

Luhmann describes the structural set up of the system with the notion of self-
organization. Similar to the operations, the structure is internally produced.
Operations demand a structure which is a result of operations. Structure and

operations co-constitute each other in a recursive process (Borch, 2011).

According to social systems theoretical framework, an evolutionary achievement of
systems without which they would be unthinkable is meaning. Meaning is the
medium through which social systems reproduce themselves (Luhmann, 1995;
Borch, 2011). Communication is only possible as communication about something
(Kneer & Nassehi, 1993). Meaning is a medium that operates with the distinction of
what is actual at any moment and a horizon of possibilities (Luhmann, 1995).
Meaning can be decomposed into three dimensions: the fact dimension (distinction
between ‘this’ and ‘something else’, the temporal dimension (distinction between
‘before’ and ‘after’) and the social dimension (distinction between ‘alter’ and ‘ego’)

(Luhmann, 1995).

Luhmann acknowledges that systems interact with their environment and other
systems, even changing their structures, due to irritations by the environment (they
are interactively open). At the same time, they are closed by the boundaries of
meaning, as the meaning creation takes place through the system’s self-referencing.
The system can make sense of the outside world through the observation of its own
experiences. Social systems, by operating in the medium of meaning, are

operationally closed (Hernes and Bekker, 2003). Luhmann defines social systems as
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being principally boundary-maintaining systems. Boundaries, defining what is
excluded, also define the conditions under which the self-referencing of what is
included happens (Willke, 1993, 1997). So, they can only be drawn from inside the
system as self-reference takes place inside the boundaries and represents a closure
in relation to the environment (Hernes and Bekker, 2003). However, Luhmann (1995)
argues that there is no contradiction between the openness and closure of the
boundaries. Openness and closure are not only coexistent but also presuppose one
another. Closure enables action because closure from the environment is what
enables the environment to be observed and, hence, acted upon. A system must be

closed in order to be open.

A central point in Luhmann’s theory is also the concept of observation. Drawing his
insights from the work of the mathematician Brown (1969), Luhmann argues that
autopoietic systems are distinction processing systems and every operation of them
constitutes an observation, i.e. a distinction and indication (Seidl, 2004). Moreover,
Luhmann puts emphasis on the so called second-order observation or second-order
cybernetics (von Foerster, 1984). While first-order observation refers to what an
observer observes, second-order observation refers to how the first-order observer

observes (Luhmann, 2002b).

Another important aspect of Luhmann’s theory is how he considers the relation
between social systems and human beings, or better in Luhmannian terms, psychic
systems. Luhmann conceptualizes these systems as two different types of
autopoietic systems which are operatively closed with regard to each other. Psychic
systems operate on the basis of thoughts while social systems on the basis of
communications. The two types of system constitute environment for each other.
People only appear as semantic tricks in social systems and actions are a mere
phenomenon of ascription in social systems (Andersen, 2003). However, the two
systems do have a relation. This is not situated in the operational level but in the
structural level. The systems are structurally coupled to each other which mean that
their structures are adapted to each other in a way that allows mutual irritations. It

is what Luhmann (1995) calls interpenetration between the two systems. With this
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term is described the way in which something can be an element in two systems at
the same time but with different functions. Interpenetration occurs when an
autopoietic system presupposes the achievements of the autopoiesis of another

system.

Combining the above mentioned elements of Luhmann’s theoretical approach, the
latter is termed by many scholars as radical constructivism (Andersen, 2003; Borch,
2011; Moeller, 2006, 2012); that is, reality is observable only as a construction that
observers make. The production of a sense-making reality happens not in spite of,
but because of system’s operational closure. The distinction between system and
environment is the necessary presupposition for the reality to emerge. Reality is a

product of system’s differentiation; hence it is not pre-given (Luhmann, 2006).

Luhmann’s theory for the autopoiesis of the social systems has attracted criticisms
from both the biological and sociological side (Cadenas & Arnold, 2015). From a
biological point of view, Maturana and Varela, who had originally introduced the
term autopoiesis, objected to the introduction of the term in the field of social
systems. They basically argued that social systems are mere aggregates of biological
autopoietic systems of first and second order and they are both a social and
biological phenomenon (Maturana & Varela, 1987). Their criticism is shared by non-
biologists as well (e.g. Mingers, 2002). From a sociological point of view, criticisms
target mostly the supposed “neo-conservative” character of the theory (e.g. Zolo,
1990; Jameson, 2002), the dissociation of the human subject from the social systems
(Mingers, 2002, and many others®®), and the reluctance to deal with the problems of
reductionism and causality (Elder-Vass, 2007). However, despite the anticipated
criticism for a peculiar theory like Luhmann’s, the latter attracts an ongoing attention
in many disciplines (from Law to Artificial Intelligence) and exceeds the European

context where firstly was formulated and discussed.

3 Maybe the most criticized aspect of Luhmannian theoretical endeavour.

85



CHAPTER 3 FRAME OF CONCEPTS

3.5.4 Social Systems Theory and organizations

As it is shown in Figure 2.4 (p. 24), Luhmann (1995) identifies three types of social
systems that reproduce their system/environment distinction on the basis of
communication: society, (face-to-face) interaction and organization. Society
encompasses the other two types of social systems. Organizations are characterized
by two central features: they have rules for membership and reproduce themselves
by a specific type of communication which is decisions (Luhmann, 2000a).
Organizations’ great advantages, as a type of social system, are the following: they
can exist even if their members are replaced and this creates the capability of
organizational specialization and therefore of handling large amounts of complexity;
and their ability to connect to and bridge over different functionally differentiated

systems - economy, politics, education, etc. - (Borch, 2011).

Organizations consist of decisions and they produce the decisions of which they
consist through the decisions of which they consist (Luhmann, 1992; cited by Seidl &
Becker, 2006; Luhmann, 2002a). That means that decisions are the particular mode
of the autopoietic reproduction of an organization. Luhmann considers decision not
as a mental operation, but as a specific form of communication. Decisions are
communicative events which are not firstly made and then communicated, but
decisions are decision communications. They are a kind of compact communications
(Luhmann, 2000a) in the way that they communicate not only a specific content that
has been selected — as every communication does - but also that there are
alternatives that could have been selected instead. Decisions communicate their
own contingency (Andersen, 2003; Seidl, 2004). Furthermore, he identifies
uncertainty absorption as the organizational process; that is the process of one
decision connecting to the other. Every decision is the product of earlier decisions
and the basis for subsequent decisions (Seidl and Shoeneborn, 2010). For the second
decision, the first one has been “decided” and doesn’t need to be decided once
more. As a result of this process, every decision reduces the complexity of the
following decisions by producing stable points of reference for them, which

consequently makes possible extremely complex decision processes (Seidl and
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Bekker, 2006). As any communicative event, a decision can be defined as such only

retrospectively through ensuing decisions.

Luhmann also identifies decision premises as the structure of an organization; these
are decisions which serve as premises for later decisions (Seidl & Becker, 2006). Two
categories of decision premises are introduced: the decidable decision premises and
the undecidable decision premises. The decidable decision premises are binding not
only for the directly following decision, but also for a multitude of decisions and they
are explicitly decided upon. Luhmann distinguishes three types of these premises:
programmes (they define criteria for correct decision making), personnel recruitment
and assignment, and communication channels (they define which decisions have to
be treated as decision premises by which other decisions). The undecidable decision
premises are premises which are not explicitly decided on, but are some sort of “by-
product” of the decision process. Luhmann distinguishes two types of these
premises: organizational culture (it refers to the way in which an organization deals
with its own processes of decision making) and cognitive routine (it refers to the way

in which the environment is being conceptualized by the organization).

A phenomenon related to the concept of decisions is the deparadoxification.
Deparadoxification is a way to ignore paradoxes inherent to decisions in order
communication to be continued (Andersen, 2003). According to Luhmann
organizations are social systems which reproduce themselves on the basis of
decisions (Luhmann, 1992). Decisions are a specific form of communication which is
‘compact’ because they communicate their own contingency (‘could be done
otherwise’) (Luhmann, 2000a). As such decisions are always paradoxical; hence,
organizations are fundamentally grounded in paradox (Shoeneborn, 2010). Decisions
have to be deparadoxified, otherwise the organization will be paralyzed by its own
paradox (Shoeneborn, 2010). One way of deparadoxification is to attribute a central
player with preferences or interests or authority so decisions will eventually take the

shape of an imperative (Andersen, 2003).

87



CHAPTER 3 FRAME OF CONCEPTS

Organizational individuality refers explicitly to the uniqueness of the organization
(Luhmann, 1993) as an element of the organizational identity — the other two
elements are the unity of the organization and its reflective identity (perception of
itself) (Seidl, 2002). In systems theoretical terms individuality is the outcome of the
autopoiesis of the organization or the autopoiesis inevitably leads to individuality as
every present operation is connected to previous and constitutes a premise for the
next. This historicity individualizes the system (Luhmann, 2000a). Therefore, every
organization cannot be the same with another because even very small differences
between organizational operations result to different evolution. However, while the
concept of autopoiesis refers to operations, the concept of individuality refers to
structures. If one tries to describe the individuality of an organization, one must
analyze the concrete structures of the organization which are the (decidable and
undecidable) decision premises (Seidl, 2002). Moreover, a more detailed account
must be given for the third element of the organizational identity which is the
reflective identity and more precisely the organizational self-description (Seidl,
2002). Self-descriptions are a product of the organizational operations with which
and through which the organization identifies itself and are not vanished the
moment they are actualized as the other communications but they can be used in
different communications (Luhmann, 2000a). It is a special achievement of the
organization and refers to the organization as the unity of all its operations
(Luhmann, 1995; Seidl, 2002). Self-descriptions function as structures — decidable or

undecidable decision premises (Seidl, 2002).

In autopoietic systems we are dealing with the production and reproduction of the
distinction between system and environment (Luhmann, 2000b). Hence, in
organizations, every single decision draws the organization/environment distinction.
The reproduction of decisions is actually the reproduction of this distinction and
consequently leads to the reproduction of organization’s boundaries (Seidl, 2004).
Defining its boundaries, the organization closes itself off, generating a barrier for the
environment (Mingers, 2002). What happens in the environment is perhaps an
irritation or perturbation that triggers changes in the organization but it definitely

cannot determine the outcome. This is determined by the organization itself.
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Organizations are observing systems in the sense that they make and use
distinctions. Their unique type of observation is decisions (Luhmann, 2000a; Mingers
2002, Seidl, 2004). On this basis, in the social world we are always observing other

observers (second-order observation) (Mingers, 2002).

Within this theoretical framework change is not imposed by the environment but it
is the outcome of variations inside the system (Morgan, 1986). The notion of change
refers to the relationship between process and structure. Process, consisting of
successive events over time, that is decisions, enables ceasing or continuing, which
impact on the structures of the system (Hernes & Bakken, 2003, p. 12). Decisions, as
selections between alternatives, bring forth the possibility of a different choice
(Martens, 2006). In the end, since all organizational elements consist of transient
events, the continuous change of the organization is guaranteed (Thyssen, 2002).
Thus, the notion of change is only related to structures and not to the operations of
the system. Operations, i.e. decisions, are events which once they take place, they
cannot be reversed (Bakken & Hernes, 2003, p. 68); they disappear after their
appearance (Luhmann, 2000a, p. 331). When we speak for organizational change we
mean structural change as only structures can be reversible (Bakken & Hernes, 2003,
p. 68). In other words, structures keep what can be continued (and therefore
changed) relatively constant (Luhmann, 1995). Within social systems framework,
organizational change is observed as a strictly evolutionary process which is
explained as the interaction between three evolutionary functions: variations on the
level of decisions, which are deviations from the established decision premises
(structures), that serve as potential proposals for change; positive (or negative)
selection of the deviating decisions; retention of organization’s stability after the
positive or negative selection of the ‘proposals’ (Luhmann, 2000a, pp. 351-352; Seidl
& Mormann, 2014, pp. 143-144). In this way, the emergent character of change is
emphasized and change becomes an uncontrollable evolutionary process. Change
cannot be planned as planning becomes a component of the system’s evolution

(Luhmann, 2000a, p. 353).

89



CHAPTER 3 FRAME OF CONCEPTS

In summary, we could highlight the main aspects of Luhmann’s contribution to the
organizational theory by arguing that organizations are one type of social systems,
hence autopoietic, which reproduce themselves (and consequently the

organization/environment distinction) on the basis of decision communications.

3.5.5 The contribution of Social Systems Theory

Social systems theory and especially Luhmann’s contribution, has the potential to
bridge existing gaps in the literature of organizational change and co-operatives.
There are certain reasons for this. First, the reproduction of the system-organization
happens through the constant reproduction of the distinction system/environment
which in turn is performed in the basis of a single operation, namely communication
or decision communication as far as organizations it concerns. Actually, the
organization is nothing but a network of successive decision events where every
decision is the outcome of earlier decisions and the basis for next decisions. As long
as this process continues, the organization exists. If it stops the organization ceases
to exist. It is obvious that social systems theory is a strongly processual theory.
However, this does not imply that the role of structure is rejected. This theory
supports a recursive view of the structure/process relationship. Operations demand
a structure which is a result of operations and structures enable operations to be
performed. Structure and operations co-constitute each other in a recursive process.
Moreover, change is structure-determined and must always allow autopoiesis to
continue. When we speak for organizational change we mean structural change as
only structures keep what can be continued (and therefore changed) relatively
constant (Luhmann, 1995). Concluding, social systems theory favors the
transcendence of a strict process/structure distinction towards a process/structure

duality.

Second, it was marked before that there is an urgent need for the hybrid nature of
co-operative organizational form to be acknowledged in the studies of the

organizational change. Social systems theory, by principle, conceives organizations
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(hence co-operative organizations) as the specific type of social system that is
characterized by their ability to connect to and bridge over different functionally
differentiated systems (economy, politics, education, etc.). Co-operatives’ hybrid
nature argument seems to fit smoothly with this conceptualization of organizations.
Moreover, it explains how co-operatives can handle the unprecedented volume of
complexity that this organization faces (business entity vs. members’ association,

own complexity vs. members’ complexity, etc.).

Third, if one adopts Luhmann’s theoretical framework, a certain research orientation
is implied. Luhmann puts emphasis on the so called second-order observation; that
is, not what an observer observes (first-order observation) but how the first-order
observer observes (Luhmann, 2002b). Subsequently, Luhmann’s theory about
organizations is not an explanatory theory of what an organization is or why
organizations reach particular decisions. It is merely a theory of how organizations
emerge through observations (Andersen, 2003). Strictly aligned with this theoretical
path, answers regarding not what or why these changes happen but how the co-
operative organization observe its change can be given. This can help to bridge the
relevant research gap that was identified in the evaluation of the literature in change

in co-operatives.

Finally, within the theoretical framework of autopoiesis, change is not imposed by
the environment but it is the outcome of variations inside the system. The
environment can irritate the organization to proceed with structural changes but it
can in no way define the outcome of changes. This is defined strictly by the
organization and must allow the continuation of its autopoiesis. So the role of the
environment is not crucial for the final form that changes will take inside the
organization. Within the same theoretical framework, human agency, or better
psychic systems in Luhmannian terms, does not play the pivotal role that plays within
the framework of other theoretical approaches. Actually, psychic systems constitute
environment for the organization and vice versa. Their relation is mostly confined to
offering mutual irritations to one another. The autopoiesis of the organization

presupposes the special achievements of the autopoiesis of psychic systems
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(thoughts) but the latter cannot define the outcome of the former. Consequently,
both external environment and human agency can cause irritations or perturbations
to the organization but change is defined by the inner workings of the organization,

hence the need to continue the process of its autopoiesis.

3.6 AIMS AND OBJECTIVES

Summarizing the discussion regarding organizational change in the co-operative
organization which stems from the relevant literature review, it can now be stated
that the main aim of the present thesis is: to re-examine the established and existing
patterns of change in the co-operative organizations by observing the change process
in a fundamental different way which reveals the internal mode of change and the

internal constructs that refer to it.

This endeavor will be rest upon the assertions of social systems theory. This theory
satisfies the need to take seriously into account controversial, blurred or vaguely
explained topics within the literature of organizational change and co-operatives like
the ones that were explained before in discussion sections. Moreover, this theory
offers an additional powerful tool. By considering the contingent and transient
character of decision events which consists the main reproduction mode of
organizations, by supporting a notion of organizations as forever emergent
phenomena due to their recursive reproduction, as well as by introducing the
fundamental assumption of organization’s operative closure against the
environment, social systems theory threatens a potentially irrevocable character of
change. The ‘one-way trend’ of change could be validly questioned. Moreover, the
radical constructivist character of the theory implies that the reality of change in the
co-operative organization is not given or imposed from outside the organization, nor
is there any a priori mechanism that change inevitably results from. The reality of
change is actually a systemic own-achievement, an internal construction of the
organization resulting from the way it observes the world outside and itself, hence

the way of sense-making (Luhmann, 2000b; Moeller, 2012).
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In order to achieve our aim we shall begin the research from cases that fulfill the
criteria of the conventional thinking about change in co-operatives or, in other
words, cases that converge to typologies of change stemming from first-order
observation of change. Then, using the insights of the theory of the autopoietic
systems, we proceed in a deep study of the change processes’ evolution in each
case. Hopefully, at the end we shall be able to reveal the complex, constructive and
non-linear character of variations, immanent to the co-operative organizations in
guestion, which trigger the change process and constructs the present character of

it.

3.7 MAIN RESEARCH QUESTION AND ASSUMPTIONS

In Chapter 1 (Introduction), the main question underlying this study was stated as
follows:

How does change unfold in the co-operative organization?

In the present chapter, the literature regarding organizational change and co-
operative organization was reviewed and finally a set of controversial, less
developed or blurred points were identified. Then, a less known theory — social
systems theory — was selected due to its ability to handle these points in a consistent
manner as well as its explicit reference to organizations. Therefore, a presupposition
embedded in social systems theory was added:

Organizations, hence co-operatives, are social autopoietic systems which reproduce

themselves on the basis of (decision) communications.

As a consequence, the organizational researcher, in order to make sense of the
organization from the outside, can only observe the operations performed by the
organization, which are decision communications (Luhmann, 2000a). In other words,
the researcher should choose the distinction that the organization draws itself in

order to distinguish itself from the rest of the world (Seidl & Becker, 2006). The
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researcher must limit himself to the observation of system’s observations and refrain
from comparing the observations with “the world” in order to point out “errors” or
“false consciousness” (Andersen, 2003, p. 241). Luhmann’s theory about
organizations is not an explanatory theory of what an organization is or why
organizations reach particular decisions. It is merely a theory of how organizations

emerge through observations (Andersen, 2003).

Combining this last epistemological assumption with the theoretical presupposition
that was mentioned above, the initial main research question can be addressed by
the formulation of the following research assumptions:

Organizational change in co-operatives follows logics inherent in the particularities of
the production and reproduction of the co-operative organizational form.

And

Change34 in co-operatives is mostly the emergent outcome of the inner workings of
the system instead of the outcome of a linear, environmentally imposed and

manageable process.

We can now operationalize the above assumptions introducing the following
research (sub-) questions:

Q1: How do co-operatives internally construct their external environment?

Q2: How do co-operatives perceive changes in their organization?

Q3: How do conditions for decision communication change when co-operatives
perceive external environment as increasingly complex, vague and turbulent?

Q4: How is the co-operative/environment distinction, hence the boundaries of a co-
operative organization, constantly reproduced during a change process?

Q5: How do the decision premises of the co-operative organization affect the change

process and how are they affected by it?

3% We should note here that the term ‘change’ does not refer to a universal meaning but to the
situation that the organization itself identifies as ‘change’.
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CHAPTER FOUR

RESEARCH METHODOLOGY

“The eye sees everything except itself”

A. Schopenhauer

4.1 OVERVIEW

In previous chapter (Chapter 3), the research questions were stated and the
theoretical framework that will underlie the research was analyzed. In this chapter,
there is a focus on the methodological issues that govern the research under the
influence of the selected theoretical framework which is Social Systems Theory (SST).
The chapter begins with a statement regarding the philosophical (ontological and
epistemological) basis of current research and its translation to a relevant
methodology. Then, the methodological selections, regarding how the research is
conducted, as well as approaches, principles, procedures and practices that govern
it, are extensively presented and analyzed. A special notice is given to research
quality issues and the selections were made to enhance the trustworthiness of the
research project. Finally, limitations regarding the research methodology are

presented and explained.

It must be noted that this thesis tries to adopt a holistic approach to research; that
is, the nature of the research questions, the philosophical basis, the theoretical
framework, the methodology selected and the methods employed are interrelated
and can be seen as a nexus (Hesse-Biber & Leavy, 2011, p. 7). Therefore, in every
selection that was made regarding the research design and process, this particular

interconnectedness has been made visible.
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4.2 PHILOSOPHICAL AND METHODOLOGICAL ISSUES

Ontological assumptions — i.e. assumptions regarding the nature of social reality —
and epistemological assumptions — i.e. assumptions regarding the relationship
between the “knower” and the “known” — establish the philosophical basis of the
research project (Hesse-Biber & Leavy, 2011, p. 4). This basis influences the
formulation of methodological assumptions — i.e. assumptions regarding how the
(would-be) knower can gain knowledge of whatever can be known (Guba & Lincoln,

1994, p. 108).

The nature of research questions in this thesis, as well as the adoption of social
systems theoretical framework imposes a certain stand regarding philosophical and
methodological issues which is very close to a radical constructivist point of view:

Social reality is not something given waiting to be explored but it is the outcome of
cognitive constructions made by systemic observations (Moeller, 2006, pp. 68-71;
Borch, 2011, p. 61). Actually, SST assumes that the “world out there” remains
unobservable and the system itself uses distinctions or schemes which are
developed within the system by means of its own operations (e.g. communications).
Thus, the system constructs its own reality for whatever lies beyond its boundaries
(Besio & Pronzini, 2010, p. 3). As Luhmann (2000, pp. 6-7) explicitly states, “Reality is

produced within the system by means of sense-making”.

Knowledge is only possible through distinctions (mostly the system/environment
distinction), which are achieved through operations carried out by the system itself
(Borch, 2011, p. 60). Given the fact that reality is conceived as a cognitive construct,
which is an effect of systemic observation, the effort to describe reality becomes
actually an effort to describe systemic observations. Therefore, an observer (e.g. a
researcher) of a system (e.g. an organization) must direct his/her attention to the
observation of system’s observations of reality; that is, conduct a second-order
observation. This assertion does not entail a researcher’s objectivist stance toward

the subject under examination. On the contrary, it must be acknowledged that “the
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epistemologist becomes him/herself a rat in the labyrinth and has to reflect on the

position from which he/she observes the other rats” (Luhmann, 2006, p. 250).

The above-stated philosophical basis of the current research implies some general
terms applied at the empirical research. The research should be a theory-driven
observation with a strong bond between theory and methods. Its main task should
not be testing a hypothesis out of a representative sample but the adoption of an
exploratory attitude towards the empirical material which, in turn, implies a search
for tendencies that are relevant to the theory and for which it can offer meaningful
interpretations (Besio & Pronzini, 2010, p. 4). Therefore, an interpretive
methodological approach which focuses on understanding, interpretation and
meaning is employed. This approach is associated with the hermeneutic tradition
which is about deep understanding of social reality from the perspective of those
involved within it - e.g. co-operative organization, in the case at hand (Hesse-Biber &

Leavy, 2011, p. 17).

In order to avoid later misunderstandings, it must be noted, that concepts like
distinction, observation, sense-making, cognitive construction and so on, refer to the
systems (here, co-operative organizations) and not to concrete human beings. This is
a fundamental (and radical) assumption of social systems theory which distances it
from other constructivist approaches that refer to the mental constructions of
persons or group of persons. This assumption poses certain difficulties or limitations

that will be presented in following section of the present chapter.

4.3 RESEARCH APPROACH

The type of the research approach is specified by the selections made across three
main categories:

a) The primary research purposes: exploratory, descriptive or explanatory.

Exploratory research seeks to examine a less-researched area. Descriptive

research seeks to describe an aspect of social reality under examination by
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developing “thick descriptions” of it*. While, explanatory research seeks to
explain an aspect of social reality and the relationship between different
elements of it (Hesse-Biber & Leavy, 2011).

b) The type of data gathered and analyzed in order to extract meaning:
quantitative (focus on numbers) or qualitative (focus on words and texts)
(Hesse-Biber & Leavy, 2011).

c) And, the direction of reasoning: deductive, where a general explanation is
applied to or tested against specific cases or inductive, where individual
observations lead to a more general explanation (Brewerton & Millward,

2001; Delattre, et al., 2009; Hesse-Biber & Leavy, 2011).

The character of the research could be marked exploratory, as it investigates a less-
examined topic which is organizational change in the co-operative organization.
Comparing the volume of research in this topic with the total volume of research
referring to organizational change in other - more conventional - forms of
organization (IOFs, public sector firms, etc.), the outcome is disappointing for co-
operatives. This research reality occurs despite the fact that a co-operative
organization is an old-aged form of organization (since early years of 19" century).
Moreover, within this weak body of research literature, research referring to
retailer-owned co-operatives is rare, while studies referring to pharmaceutical co-
operatives, to the best of our knowledge, hardly exist. In addition, taking into
account the findings of the discussion in Chapter 2, change in co-operatives is not
only a less-examined topic but also one-sided, as most of the undertaken research
answers questions regarding what and why of change, while how questions are less-
asked — if any. However, a descriptive character of the research must be also
acknowledged. Despite the fact of investigating a less-examined topic, this research,
however, aims to offer rich explanations regarding the way that change unfolds in

co-operative organizations.

The nature of the research questions (‘how’) as well as the epistemological aspects

of Luhmann’s theory (radical constructivism, second-order observation) and the fact

* For the term “thick descriptions” see C. Geertz (1973).
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that this (merely abstract) theory is still ill-grounded to empirical evidence (Besio &
Pronzini, 2010; Seidl & Mormann, 2014), leads to the adoption of a qualitative
research approach. The main objective of this type of research is the in-depth
analysis of the social phenomena and the extract of meaning out of data. Qualitative
research approaches are suitable for describing, understanding and explaining the
complexity of the organizations (Gummesson, 2006; Delattre, et al., 2009).
Moreover, they are applied in fields where the key concepts are less-established or

not well or fully developed like the case of change in co-operative organizations.

Finally, the reasoning follows a mixed direction. It was stated before that the
research will be framed within the theoretical achievements of social systems
theory. This provides the research project with an implicit theory-driven character as
there comes an effort to apply and extend an existing theory by using its core
elements (Becker & Seidl, 2007). One could argue that this particular theoretical
selection influences the research methodology and design in a rather deductive
manner. However, this thesis does not intend to test the hypothesis whether
organizations, hence co-operatives, are actually autopoietic systems, but whether
interpretations of phenomena like organizational change based on the supposition
that co-operative organizations are autopoietic systems could offer critical and
useful insights in the study of the organizations and their operations (King &
Thornhill, 2003). Hence, a reverse strategy has been followed since data collection
and after. While the research is framed within the context of this abstract theory,
then proceeds to an inductive theory-building (Eisenhardt & Graebner, 2007)
regarding especially change in co-operative organizational form; qualitative data
gathered from the research field are analyzed in a way that makes possible more
general and novel explanations. Nevertheless, one could also argue that a strictly
inductive approach is not conceptually compatible with a theoretically-driven study.
Finally, the outcome of the analysis of empirical findings and of the subsequent
discussion will reflect back, both to research assumptions and the adopted
theoretical framework itself. A schematic direction of reasoning is shown in next

figure:
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Figure 4.1: Direction of reasoning

To summarize, the research strategy begins as deductive regarding the fact of the
application of an existing theory (social systems theory) to a real-world problem
(organizational change and co-operatives) and ends up as inductive as far as the
potential outcome of the research as a novel theoretical contribution regarding
organizational change in the co-operative organizations is concerned. It is actually a
strategy of oscillation between deductive and inductive reasoning, where the theory
serves as a horizon of meaning which establishes a frame of reference for the
empirical observations (Rennison, 2007, p. 152); the outcome of the observation
could also reflect back to theory and expand the horizon of meaning. De Vaus (2001,
p. 8) has explicitly described a circular process of the research logic which resembles
the one drawn on in this study, where deductive and inductive reasoning are not

necessarily competing but complementary, in the following figure:
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Figure 4.2: The logic of the research process

4.4 RESEARCH METHODS

4.4.1 Case Study

Among a large variety of methods suitable for qualitative research, the main method
used is case study. Case study research method is suitable for studying complex
social phenomena and typically answers questions like “how” and “why” while
carries the ability to extend and enrich previous theoretical assumptions (Yin, 1994;
Soy, 1997; Brewerton & Millward, 2001; Dooley, 2002; Eisenhardt & Graebner,
2007). It is often employed in organizational studies (Hesse-Biber & Leavy, 2011) as it
helps to reveal and understand the dynamics present within single settings
(Eisenhardt, 1989, p. 534). Considering that change in co-operatives is a rather

under-developed topic and moreover studying it from a ‘how’ perspective
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establishes a new research topic, then case study method seems an appropriate

choice (Eisenhardt, 1989, p. 532).

From the three general types of case studies that Stake (2005) introduced — intrinsic,
instrumental®® and multiple — in this research multiple case study (selection of a
sample of co-operatives that experienced organizational change) is used in order to
investigate a larger phenomenon (i.e. change) from multiple cases of a larger
population (i.e. co-operatives) (Hesse-Biber & Leavy, 2011, p. 258). The adoption of a
multiple-case approach is also justified by the provision of a stronger base for a more

robust, generalizable and testable theory (Yin, 1994; Eisenhardt & Graebner, 2007).

Finally, the selection of case study method fulfills a specific role in the theory-
building endeavor of the present thesis. Lynham (2002, pp. 231-234) introduced five
phases within a general description of a method of theory-building research in
applied disciplines: conceptual development — operationalization — confirmation or
disconfirmation — application — ongoing refinement and development. Taking into
account the further development of this general method to case study research by
Dooley (2010, pp. 349-351), case study method in the present thesis refers to the
‘application” phase of theory-building process in a twofold character: case
application of an already conceptualized and operationalized theory (i.e. social
systems theory) as well as case application for advancing the conceptualization and
operationalization of the theory. According to Lynham (2002, p. 232): “qualitatively
oriented theory-building research methods, for example, case study, grounded
theory, and social constructivist approaches, typically begin with inquiry in the
application phase and then use the results of such inquiry to inform the

development of the conceptual framework”, which is the case in study at hand.

4.4.2 Sampling of cases

* Intrinsic case study: to understand a particular case holistically. Instrumental case study: to
generalize or provide insight into a larger topic (Hesse-Biber & Leavy, 2011, p. 258).

103



CHAPTER 4 RESEARCH METHODOLOGY

The selection of the cases that were examined followed a purposive sampling
approach. Purposive sampling allows the researcher to choose cases because of the
feature or process of great importance for the research questions as well as because
of the consideration of the resources available to the researcher (Silverman, 2000;
Hesse-Biber & Leavy, 2011). The logic of this type of sampling (e.g. instead of
random sampling) is to select information-rich cases for study in depth. These are
cases that deal with issues of central importance to the purpose of the research
inquiry (Patton, 2002, p. 230). Following Patton’s (2002) typology of purposive
sampling, in present thesis intensity sampling was employed. That is, selecting
information-rich cases which manifest the phenomenon of interest intensely

(Patton, 2002, p. 234).

In the study at hand, the phenomenon of interest is organizational change in
pharmaceutical co-operatives in Greece. Therefore, the sample ought to be Greek
pharmaceutical co-operatives that experienced certain types of change; actually, a
shift from the traditional co-operative model to different entrepreneurial models. As
it was stated in Chapter 3, there had to be selected cases that converge to typologies
of change stemming from first-order observation of change. For this reason, the
novel typology that was developed in Table 3.3 (p. 70) which combines to a single
body the contribution of various scholars who studied the restructuring trend in co-
operatives, was adopted. To remind, the new typology contains the following non-
traditional models of co-operatives:

e Differential policy co-operatives

e Proportional investment co-operatives

e Member-investor co-operatives

e (Co-operatives with Subsidiaries

e (Co-operatives with mergers and acquisitions

e New generation co-operatives

e Investor-share co-operatives
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Pharmaceutical co-operatives establish the original pool of cases, which was then
narrowed down to a pool of co-operatives that experienced types of organizational
change that fit with the above typology. From this final pool, the sample of three
cases was pulled out in the present thesis. To achieve this, a preliminary exploratory
survey based on a brief questionnaire (APPENDIX |) had to be conducted among
pharmaceutical co-operatives in order to identify information-rich cases that could

satisfy the intense criterion®’.

4.5 DATA COLLECTION TECHNIQUES

The initial aim of the research was to investigate each case gathering data from
multiple sources. More precisely, data from interviews with top organizational
members as well as data from corporate documents, public statements, minutes,
etc. This is consistent to the SST framework as Luhmann (2000a, pp. 147-149)
identifies two techniques that organizations use in order to make the decision
practice visible: the construction of an accountable addressee (decision-maker); and
the staging of the decision process (e.g. routines, documents, meetings, etc.).

Therefore, the initial effort of this study was to gather data from both fields.

The primary data collection technique was interviews. Interviews offer an efficient
way to gather rich, empirical data in a flexible way (Eisenhardt & Graebner, 2007, p.
28) from relatively few participants and can lead to specific and productive
suggestions. They also play an important role in organizational research for the study
of phenomena like change (Alvesson & Ashcraft, 2012). Within SST framework,
interviews with organizational members are used most often as the appropriate
methodological procedure which helps the researcher gain access to the mechanism
and orientation of decision making, hence to the basal operations of an organization
(Besio & Pronzini, 2010, p. 4). The format of interviews was semi-structured. Within

this interview structure, the researcher introduces the topic and guides the

* Ppatton (2002; p. 234) suggests that intensity sampling involves a prior exploratory work to
determine the nature of the situation under study.
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conversation by using a certain set of questions which, however, leave plenty of
room for the respondents to emphasize issues of great importance or interest for
them (Rubin & Rubin, 1995; Hesse-Biber & Leavy, 2011). In this way, the
conversation can follow unpredictable paths and reveal things not been thought in
advance while the researcher can obtain rich and salient data from each individual.
Consequently, in this research a certain pattern of questions were also in hand
before each interview, strongly connected to the theoretical framework, hence the
research questions (see the set of questions, their relation to the theoretical
framework and their implied reference to the initial set of research questions in
Table 9.1 in APPENDIX 1l). This fact does not mean that interviews were limited to
these questions. Questions were enriched, abandoned or changed according to the

factuality of each interview.

The logic of purposive sampling was also followed in the selection of interviewees
from each case-study. The selection did not follow a random, statistical-like, manner
which is common in quantitative studies. The qualitative approach of the study at
hand led to the selection of highly knowledgeable informants among each co-
operative organization’s members — i.e. key informants. They are organizational
members who do not simply express and describe “their personal feelings, opinions,
and behaviors” but they mostly generalize "about patterns of behavior, after
summarizing either observed (actual) or expected (prescribed) organizational
relations" (Seidler, 1974, p. 817). Hence, they are chosen precisely because they
have special qualifications such as particular status, unique access to organizational
information or specialized knowledge about group or organizational properties or
events and they are able and willing to communicate about them (Philips, 1981;
Kumar, Stern, & Anderson, 1993; Hughes & Preski, 1997). The initial effort was to
select at least three respondents-informants from each case-cooperative, assigned
to different hierarchical positions (mainly executives from at least two hierarchical
levels and members of board of directors). The aim of this approach is to limit bias
(Brewerton & Millward, 2001; Eisenhardt & Graebner, 2007). The limited number of
interviewees is justified by the low total number of workers in the studied

cooperatives and their not fully developed hierarchical structure. Actually, there
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were one or two top executives and one or two members of board of directors that
were able to present a complete point of view regarding changes in their
cooperative. Moreover, interviewing a sample of respondents who experienced the
same structural and organizational conditions (i.e. co-operative organization,
organizational change), offers great power to the responses of the supposed few
participants (Seidman, 2006, p. 55). It must be pointed here that the aim of the
research was not to investigate the effects of change on or the attitude against
change from all the organizational members (e.g. employees, managers,
stakeholders, etc.), so as to formulate a representative account regarding change
within the organization. Instead, the aim was to understand how change unfolds in
the co-operatives. Being aligned with the adopted theoretical framework (SST), this
could be achieved by investigating, among other data, the perception of change and
organization among organizational members closely related to the decision process,
the implementation of decisions and the evaluation feedback after decisions were
made (hence, to the potential point of irritations which could ignite a new sequence
of decisions). In SMEs, and particularly in Greek pharmaceutical co-operatives, only a
handful of persons (top executives and experienced decision-makers — pharmacists,

members of the Board) could assume this position.

One of the cases was selected to conduct a pilot-study in order to test the interview
design and remove obvious barriers and problems (Soy, 1997). Supplementary to
interviews, an effort was made for gathering archival data from other sources as
well (documents, letters, minutes, publications, etc). This effort would increase the
trustworthiness of the study. Moreover, the plurality of data sources is consistent

with the notion of the researcher as an observer of organization’s observations.

Finally, the trustworthiness of the research was increased by including member
review (or respondent feedback); that is showing drafts of writing which represent
researcher’s conclusions to the people who were the source of the material (Locke &
Velamuri, 2009). The whole process followed in the data collection phase is shown in

the next figure:
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Figure 4.3: Data collection process

At this point, more clarification needed as the particular non-humanistic stance of

SST may lead to methodological

misinterpretations. Within the conceptual

framework of SST, when a researcher observes an organization, he/she does not

observe actors, actions or causalities but communications (decisions) instead (Mayr

& Siri, 2010). It must be stressed that people who are interviewed are not treated as

“subjects” (e.g. of change actions) but as “persons”, i.e. individuals who are treated

by the organization in a way that corresponds to the immanent logics of it (e.g.
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decision makers or decision implementers, etc.) (Mayr & Siri, 2010, § 16-19).
Therefore, the interview is not used as a tool to find out interviewee’s real motives
or the effectiveness of the organization but to interpret how the organization
reduces the contingency inherent in every social situation (Mayr & Siri, 2010). Seid|l
and Becker (2006, p. 22) state that psychic systems (humans, in Luhmannian terms)
“serve as a memory as they can remember communicative events beyond their
momentary point of existence”. So, it is exactly this “memory” that is useful for the
researcher during the interview as interviewees, because of their structural coupling
with the system/organization, interpret organizational phenomena like change. One
must be cautious enough to acknowledge that the communication generated in an
interview does not represent the actual communication within the organizational
system. Instead it rather presents a construction shaped within the independent
system of interaction (interviewer/interviewee) which is established when an
interview takes place (la Cour, Knudsen, &Thygesen, 2005). Hence, the value of a
constructed reality is not its representativeness but the information that it carries
about a specific phenomenon (i.e. change). The informant (organizational member)
functions as an observer of the organizational communication and the interview
takes the form of a system observing observations (Rennison, 2007, p. 154). | must
stress once more that the aim of the interview (and the challenge to the researcher)
is not to reflect the thoughts, ideas, or values of the informant but to distinguish
among them and indicate (hence, to observe) communication themes that arise

within the interview related to the phenomenon in study.

4.6 DATA ANALYSIS

Data analysis was based on the content analysis and particularly on the qualitative
content analysis of transcription data collected from the nine interviews as well as
any other data that could be attributed in textual form (e.g. letters). Within this form

of analysis emphasis is put on meaning rather than on quantification (Brewerton &
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Millward, 2001). It must be noted that in any transcription, respondents’ names have

been replaced by code names for reasons of confidentiallity®.

More analytically, coding was a central part of the analysis of the transcribed data. It
is a process through which one extracts meaning from a text by marking meaningful
segments in the textual data and /abeling them with a code (Seidman, 2006; Hesse-
Biber & Leavy, 2011). For the needs of the research both literal (consisting of words
appearing within the text) and analytical (relying on researcher’s insights) codes
were used (Hesse-Biber & Leavy, 2011). When the initial coding of each text had
been completed | waited for few weeks and then a recoding process of the same text
was undertaken in order to increase the internal consistency of the research
(Krefting, 1991). Finally, results were compared and the most appropriate codes
were selected. The whole process on each respondent’s transcribed material is

shown in APPENDIX VI.

Proceeding with the marking and labeling task, categories began to be shaped, that
is groups of data that shares a commonality (Krippendorf, 1980). During this phase |
was aware to keep categories’ labels tentative. Indeed, continuing to mark texts
from the following interviews, other passages connected to the same category while
promising categories died out and initially distinct categories merged. Some others

remained in flux almost until the end of the process.

Some of the techniques employed during the coding process were: word repetitions,
key words in content, searching for metaphors and analogies, connectors (Ryan &
Bernard, 2003) as well as identifying excerpts with direct linkage to literature and
searching for contradictions and inconsistencies (Seidman, 2006). A certain effort
was made no coded data to be excluded due to lack of a suitable category and no
data to fall between two categories or fit into more than one category (Graneheim &

Lundman, 2004).

*® The code is formed by a capital letter indicating the organization (‘C’ for cooperative), a number
identifying the case, a capital letter indicating respondent’s position (‘E’ for executives, ‘B’ for board’s
members) and another number identifying the person. For example, the code name C1E1 means that
the respondent is cooperative one’s the first executive to be interviewed.
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These efforts are consistent with the main concepts of the theoretical framework
adopted for this research (autopoiesis, change, social systems theory, etc.) which has
been presented in the previous chapter. It is important to mention that this
endeavor was backed up by the constant writing of memos for each sub-category
and category that arose within interviews’ material. In these memos, ideas and
concepts that are generated by the reading and coding process of each interview
were written down, supported by textual evidence and linked to theoretical
framework. By writing memos, codes can be raised to the level of category (Hesse-
Biber & Leavy, 2011). Coding and memo-ing entered a dynamic process in which
refinement of coding led to new memo-ing and so on. Memo writing is an important
link or the intermediate path to interpretation as it helps the sense-making effort.

Finally, as the outcome of the abovementioned process certain themes emerged.
Themes are connecting threads and patterns within categories and between
categories and carry the underlying meaning on an interpretive level (Graneheim &
Lundman, 2004; Seidman, 2006). Because of their interconnected and universal
character, identification of themes will eventually mark and orient the further
interpretation of the research findings. Moreover, within Social Systems theoretical
framework, themes are available for quick and understandable reception in
communicative processes, so their relatively steady function through time enables
the reproduction of communication and helps formulate system’s semantics

(Luhmann, 1995, p. 163).

We should note that the research questions presented in a previous chapter are
interrelated because of the very nature of the adopted theoretical framework (SST).
Actually, they were developed by the operationalization of the main research
assumptions. So, the outcome of the research process is expected to be a narrative
that will explain features of change in co-operatives. Moreover, within the
qualitative research framework, research questions may arise through the
interaction between theory and empirical realism. Even the initial research questions

can be modified during the research according to the results of the field study
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(Delattre, Ocler, Moulette, & Rymeyko, 2009) and this actually happened in the
presented research, too.
Concluding, the overall analytical process is shown, for descriptive reasons, in the

following figure:

Major Theme

Categories

Sub-categories

Figure 4.4: Data Analysis Process

4.7 ETHICAL CONSIDERATIONS

It is obvious from the previous sections in this chapter that a large part of this study
is based on the implicit or explicit participation of human subjects. Both members of
the administration of each co-operative who allowed the researcher to examine
their organization as a case and, organizational members that took part as
respondents during the interviews, could be affected by the process or the outcome

of the study. Any misuse or delinquency during the data collection and analysis or
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within the findings presentation and dissemination could harm both the organization
as a business entity and the participants as persons. For this reason, very careful
steps were taken in the research design so as to secure that organizations’ interests
and human subjects’ rights and privacy are not exposed to any, at least legible, risk.
Seidman (2006) writes about the voluntary participation, the right to withdraw, to
review and withhold interview material and the right to privacy as the most
important participants’ rights to be respected in a research that is based on
interviews. He also adds the need for the confidentiality of records and the careful
use of interview data during the dissemination phase. Therefore, Seidman’s and
other scholars’ (e.g. Silverman, 2000; Brewerton & Millward, 2001; Hesse-Biber &
Leavy, 2011) remarks as well as the ethical guidelines of Salford University led to a

series of relevant measures which are presented extensively in APPENDIX VII:

4.8 AN ACCOUNT OF THE FIELD RESEARCH

The field research process could be distinguished in three phases: i) preliminary

phase, ii) main phase, and iii) review phase.

4.8.1 The preliminary phase

During this phase an exploratory survey was conducted in order to select the sample
of cases that would be examined. A brief questionnaire was distributed to the 27
pharmaceutical co-operatives that operate in Greek pharmaceutical wholesale
market. From the potential answers, one could identify the characteristics of certain
types of change that these co-operatives had experienced last years, consistent to
the typology of observed changes in co-operatives that introduced in section 3.3.4.

14 co-operatives completed and returned the questionnaire, which is 51.85% of the
existing co-operatives. However, in terms of annual turnover these co-operatives
sum almost the 80% of the total annual turnover of Greek pharmaceutical co-

operatives. While in terms of members, they sum 82% of the total number of
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pharmacists who participate in co-operatives. It is obvious that the 13 co-operatives
that did not respond are rather small or very small entities which, in my view and
experience, could hardly experience departures from the traditional co-operative
model because of their size and the consequent underdeveloped organizational
structure. From the answers of the 14 co-operatives that responded to the survey,
only 5 of them seemed to experience a plurality of change types (more than four
types). With these co-operatives a further contact was established in order to
explore the willingness of their administration to participate as cases in the research.
Three of the five co-operatives were definitely positive in such a possibility. So, a
letter was sent to their administration and senior management explaining the
research project in a more detailed way, assuring them for the confidentiality of the
project and requesting their contribution with high ranked people (members of
Board of Directors and executives) and documents. All the three of them (which
incidentally belong to the six biggest pharmaceutical co-operatives in Greece) agreed

with their participation to the research.

4.8.2 The main phase

In each co-operative under examination, a person of contact was defined in a
consensus manner, in order technical details of the field research to be regulated
(e.g. dates of meetings for the interviews, allowances to personnel, type of
corporate documents to be given, etc.). In all the three co-operatives, as person of
contact was defined the top executive (general manager, managing director, etc.).
With their contribution, three persons from each co-operative were selected as
interviewees. The selection criteria were their deep knowledge of organization’s
history and procedures, their status, their unique access to organizational
information and their position in different hierarchical levels. For the Co-operatives
Two and Three, one member of Board of Directors and two senior executives from
two hierarchical levels were selected, while for the Co-operative One, two members

of the Board of Directors and one senior executive as it was estimated that there
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was no other executive with deep knowledge of cooperative’s history. Then, an
informational letter and a research participant consent form were sent to each of
the selected persons. Finally, eight of nine persons signed the consent form while
the last one, an executive from Co-operative Three, refused to participate in the

research for reasons of discomfort.

The interviews took place between March and October of 2011 in each co-
operative’s headquarters, which were located in different parts of Greece and
several visits were needed to complete the interview plan in each co-operative.
Before interviewing the participants a preliminary short discussion was made with
the person of contact in the co-operative in which information about firm’s history,
evolution and performance was given and hand notes were kept. The main
interviews with the selected persons were tape-recorded after each interviewee’s
strict permission. During the transcription phase of the recorded material, few
phone contacts were made with some of the interviewees for clarification reasons. It
must be mentioned that interviews were recorded in Greek language. Transcription
of the recorded data was also in Greek. Therefore, | had to translate all the
transcribed material into English language. Both, transcription of interviews in Greek
and translation in English, verified by an external official translator, can be found in
APPENDIX V. Co-operative Three, with only two participants, was selected as the
case to conduct a pilot-study. From the pilot study proved that questions were
understood by the participants and a set of new questions was incorporated mostly

regarding the role of the members/users of the co-operative.

Simultaneously, an effort to gather written data from other sources was made.
However, the outcome was extremely poor as relevant to SMEs’ internal
organization problems appeared: minutes of internal decision processes regarding
organizational changes were written in poor — telegram-style —manner (if any) while
the reluctance of administrations to hand them out became apparent. Only a couple
of informational letters, that were sent to members at the time that some of the

changes had occurred, were given from two of the co-operatives but their analytical
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value was too low as they were actually announcements without further analysis.

Seeking evidence from written archival data soon proved useless.

Confronted the research process with the above reality, an alteration to the initial
design had to be made in order to keep the target of increased construct validity
visible. From my working experience and the informal conversation with members of
the administration of the co-operatives a new person was evaluated as a crucial key
informant. It was one of the founding fathers and the Head, for almost two decades,
of the Federation of Greek Pharmaceutical Cooperatives who also held the position
of the President in the Board of Directors of the largest pharmaceutical co-operative
in Greece. This person’s pivotal role to the development of pharmaceutical co-
operative movement was acknowledged by all the interlocutors. From both of his
positions, he played active role in the enhancement of a pro-change culture in co-
operatives - members of the Federation - and he witnessed organizational changes in
the Greek co-operatives as well as in his own co-operative. After a direct contact, he

happily agreed to take part in the research as the ninth interviewee.

4.8.3 The review phase

After the completion of transcription of recorded data and the first analysis of the
material, a draft form of those points in each interview that were used in further
interpretation as well as the main corpus of findings were communicated to the
participants. No reaction worth to mention happened, except some clarifications of

completely minor importance.

Moreover, in Pharmaceutical Co-operatives’ Annual Conference (held in city of
Drama, in June 2012) a short face-to-face meeting with the heads of the 14 co-
operatives that had answered the initial questionnaire regarding changes in each co-
operative, took place. The reason was to double-check initial answers using the
advantages of physical presence, so as to ensure that any misunderstandings of the

guestions were identified and eliminated. The answers to all 14 questionnaires were
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successfully verified and the only alteration was a limited update of list of changes in

three co-operatives due to developments that happened between the two phases.

4.9 ISSUES OF RESEARCH QUALITY

4.9.1 Criteria

It is widely accepted that the quality or the evaluation of a research project is
assessed by the validity and the reliability of the project (Merriam, 1995; Silverman,
2000; Hesse-Biber & Leavy, 2011). Validity is concerned with truth; i.e. whether the
conclusions of the research project represent the social phenomena to which it
refers (Hammersley, 1990, p. 57; O’ Leary, 2004, p. 58). It is deployed in three
dimensions, as: i) Construct validity; the selection of correct tools or methods for the
particular concepts under examination. ii) Internal validity; the sufficient
demonstration of the causal conclusions is warranted. lii) External validity; the
findings of the study can be generalized beyond the study at hand (Dooley, 2002, p.
340). Reliability is concerned with the internal consistency; i.e. the degree that the
data collected and results generated can be repeated in different occasions or by
different observers (Hammersley, 1992, p. 67; O’ Leary, 2004, p. 58). In the above
two notions, the notion of objectivity (i.e. whether the conclusions are based on the
unbiased stance and neutrality of the researcher) could be also added, establishing

an additional criterion for the quality of the research.

Some scholars (e.g., Long & Johnson, 2000; Morse et al., 2002; Seale, 1999, 2004, in
a particular way) argue that validity and reliability can be used appropriately in
gualitative research, too, because they keep their value as rigor-attaining concepts in
any scientific paradigm. However, many others (Lincoln & Guba, 1985; Agar, 1986;
Krefting, 1991; Sandelowski, 1993; Guba & Lincoln, 1994; Merriam, 1995 - to name
only few) argue that the notions of validity and reliability derive from the
experimental/quantitative studies and the positivist scientific paradigm where

measurement is based on standardized instruments and techniques and reality is
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considered given and waiting to be explored, whereas in qualitative studies the main
research aim is to extract meaning, understand and interpret social phenomena and
reality is usually considered multiple and constructed. Therefore, Merriam (1995, p.
53) suggests that “notions of validity and reliability need to be grounded in the
worldview of the qualitative research”. Guba and Lincoln (2007, pp. 16-18) state that
the ontological, epistemological and methodological differences between the two
paradigms are important enough to question the appropriateness of criteria

developed for the one paradigm applying to the other.

Many scholars, based on the seminal works of Guba and Lincoln in the 80’s (Guba,
1981; Lincoln & Guba, 1985), made a big step forward adopting the notion of
“trustworthiness” as the measure of research quality in qualitative studies, instead
the notion of “truth”. Trustworthiness is actually the degree in which data collected
and analyzed are believable, trustworthy, and persuasive and reflect as closely as
possible the meaning of what described by the participants (Lincoln & Guba, 1985;
Sandelowski, 1993). Lincoln and Guba (1985) proposed the following set of criteria
that establish trustworthiness: credibility (parallel to internal validity), transferability
(parallel to external validity), dependability (parallel to reliability) and confirmability
(parallel to objectivity). Finally, there are also some other scholars who although
they recognize the need for a different conceptualization of quality regarding
gualitative studies (Sandelowski & Barroso, 2002; Rolfe, 2006) they resist the idea of
a pre-established set of criteria regarding the quality of the research, arguing that
quality is revealed in the writing-up phase and also resides in the research report so
the qualitative researchers have to leave a ‘super’ audit trail’’ recounting: research
decisions amid the research process, the actualization of this process and the
introduction of issues of self-critique and self-appraisal. According to this point of

view, quality judgments are finally the outcome of the subjective reading of the

* Audit trail is the detailed presentation and documentation of the research course (data collection,
categories formulation, decision made by the researcher, etc.) which allows an observer to trace the
whole research process step by step. Information must be given in order to draw the “trail” is: raw
data, data reduction and analysis notes, data reconstruction and synthesis notes, process notes,
material related to intentions or dispositions and preliminary development information (Lincoln &
Guba, 1985).
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research report and not the outcome of the rigorous application of a set of criteria

(Rolfe, 2006, p. 309).

Taking into account this contesting landscape in the evaluation of qualitative
research, in the study at hand it was attempted to synthesize the assumptions and
remarks of the last two scholar stances. On the one hand, the need for evaluation
criteria that are distanced by a strict positivist stance of conducting and evaluating
research was acknowledged, in order to fit with the broader theoretical framework
which underlies this research; therefore, the notion of trustworthiness was
eventually adopted. On the other hand, a position which, among other criteria,

favors the usefulness of an extensive audit trail was backed.

4.9.2 Strategies for trustworthiness

Among a wide range of strategies which enhance trustworthiness in qualitative
research, proposed by many scholars (Lincoln & Guba, 1985; Krefting, 1991;
Merriam, 1995; Shenton 2004; Lincoln & Guba, 2007; Carcary, 2009), the following

are deliberately employed in the current study:

A. Regarding credibility

e Adoption of well-established research methods and tools, consistent with the
situation and the concepts under examination in order to ensure
methodological coherence; that is, an effort the research question to match
the methods and methods to match the data collection techniques and
analysis (see sections 4.4 — 4.6: pp. 102-111).

e Multiplicity of investigation approaches in order to enrich understanding. In
the current study, | used multiple data sources (multiple informants from
different hierarchical levels), multiple data collection tools (interviews,
archival data and corporate documents) and | gathered data from multiple

sites (multiple cases from different territories).
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e Member review (or member check or respondent’s feedback) — check of the
interpretations of data by the people who were the sources of data (see
section 4.8.3: p. 116).

e Prolonged engagement in the research situation. It was ensured by my long
professional experience in the pharmaceutical co-operative field and my
extensive knowledge regarding other co-operatives as well as by the
preliminary meetings with persons in contact from who additional
information acquired through informal conversations (see section 4.8: p.
113).

e Tactics to ensure honesty by informants. It was gone about by the strictly
voluntary participation of respondents, the confidentiality measures and the
right of the participant to withdraw at any phase of the inquiry without giving
any explanation (see section 4.7: p. 112).

e Statement of researcher’s background, experiences, assumptions,
qualifications, etc., in the introductory chapter (see sections 1.3, 4.9.3, 6.4:
pp. 6, 122, 206).

e Detailed description of the phenomenon and cases under examination, which
was actualized in case presentation and data analysis phase that follows (see
sections 2.2, 2.3,5.2.1,5.3.1, 5.4.1, 5.5.1: pp. 14, 20, 130, 143, 158, 171).

e Relating the findings to an existing body of literature in order to identify the
degree that findings are congruent to those of past studies (see sections 6.3,
6.5, 6.6: pp. 202, 208, 210).

e Frequent reporting sessions between me and my supervisors that were held in
every phase of the research process. This attitude helped me to discuss my
actions, findings and assumptions with more experienced researchers, widen

my scope, draw attention to flaws and develop alternative approaches.

B. Regarding transferability™

“® It must be noted that the concept of transferability, which is parallel to generalizability or external
validity, is considered by many qualitative researchers (Krefting, 1991; Merriam, 1995; Lincoln &
Guba, 2007; to name few) as much problematic in qualitative studies. It is very difficult for a
qualitative researcher to demonstrate that the findings and conclusions of his/her work could be
applied to other situations or wider populations due to often small sample of cases and small number
of individuals taking part in the research (instead of the statistical generalizations used in quantitative
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e Detailed description of the phenomenon and cases under examination, so
that future readers of the thesis could decide whether their situation
matches with the research situation and findings could be transferred (see
sections 2.2,2.3,5.2.1,5.3.1,5.4.1, 5.5.1: pp. 14, 20, 130, 143, 158, 171).

e Detailed information about various issues regarding research, just as: number
of participants, data collection methods and sessions, data collection time
period, number and location of cases under study (see sections 4.4, 4.5 and
4.8: pp. 102, 105 and 113).

e Full description of sampling procedures regarding cases and participants and
demonstration of the underlying logic (see sections 4.4 and 4.5: pp. 102 and
105).

e Multi-case and multi-site design — the variation could help the results to be
applied in a larger spectrum of similar situations.

e Demonstration of the typicality of the phenomenon, the sample, etc. The
selected cases were not excessive or exceptional nor were changes they
experienced excessive or exceptional, comparing to the wider co-operative
population. They were part of an organizational change trend that influenced
many co-operative of the same type but in a more intensive manner (see

sections 4.4 and 4.8: pp. 102 and 113).

C. Regarding dependability™
e Multiplicity of investigation approaches — see above in credibility paragraph.
e Analytical description of the research design and its implementation (see

sections 4.3, 4.6 and 4.8: pp. 98, 109 and 113).

studies). Therefore, they suggest that it is a reader’s (or user’s) decision whether the results of a
qualitative research could be transferred to another situation or population. The duty of the
researcher is to provide as complete description of contextual factors have impact to the research as
possible in order the reader/user to compare instances and decide respectively.

4 Many scholars (Lincoln & Guba, 1985; Krefting, 1991; Merriam, 1995; Shenton, 2004) argue that
dependability, which is parallel to notion of reliability, cannot be considered as the phenomenon in
which same results are obtained when the research is repeated, because of the changing nature of
phenomena and people under examination in qualitative research. The real question regarding
dependability in qualitative inquiry is “whether the results of a study are consistent with the data
collected” (Merriam, 1995, p. 56). Therefore, research processes must be reported in detail in order a
future researcher to repeat the work no matter what the results will be (Shenton, 2004).
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e Detailed presentation of data gathering process (see sections 4.5 and 4.8: pp.
105 and 113).

e Adoption of a coding — recoding practice during the data analysis phase (see
section 4.6: p. 109).

e (lear demonstration of the “audit trail” — the first part of the strategy in
which every research procedure is described as well as the decisions was
made by the researcher during the inquiry. In this way, a future researcher

can follow the “trail” and replicate the study (see section 4.9.3: p. 122).

D. Regarding confirmabi/ity42

e Multiplicity of investigation approaches — see above in credibility paragraph.

e Acknowledgement of researcher’s predispositions, etc., in the introductory
chapter and elsewhere (see sections 1.3 and 4.9.3: pp. 6 and 122).

e Demonstration of limitations of the study (see section 4.10 and 7.5: pp. 126
and 239).

e C(Clear demonstration of the “audit trail” — the second part of the strategy in
which research procedures and researcher’s decisions regarding the data
collection and its reconstruction are described in detail. In this way, the data

III

“trail” can be followed and verified (see section 4.9.3: p. 122).

4.9.3 The audit trail

Following the suggestions made by Carcary (2009, pp. 19-21), two distinct audit trails
are developed in order, as it was outlined above, to enhance the trustworthiness of
the research as well as to help readers of the study and other researchers follow and
verify the outcome of the research: the intellectual research audit trail and the
physical research audit trail. The former refers to the evolution of researcher’s way
of thinking throughout the study. The latter refers to the key research methodology

decisions made throughout the study.

* In qualitative research there is a shift from the neutrality of the researcher to data and

interpretation confirmability (Guba, 1981). To achieve this aim, there must be employed strategies
that largely ensure that the findings of the study are mostly the outcome of informants’ experiences
and ideas than of researcher’s (Shenton, 2004, p. 72).
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Intellectual research audit trail

— Philosophical stance before the research. Due to my previous positivist
education as well as my familiarity with conventional managerial doctrines, |
was confident about the planned, measurable, linear and adaptive character
of change; irrespectively the organizational form of the firm.

— Questioning earliest stance. My professional involvement with change
projects in the firms | have been working for, for the last 15 years and my
confrontation with unexpected developments and outcome of the change
process, made me realize the complexity of organizational phenomena;
especially, those applied in already complex organizational forms like the co-
operatives.

— Adopting a new philosophical stance. A significant reading on research
methodology and epistemological issues helped me to adopt a constructivist
view for the study through the insights of Social Systems Theory. Within that
theoretical framework, social reality is not something given but the outcome
of communicative constructs made by social systems (i.e. organizations) in
order to handle with and reduce the complexity of the organizational world.
A further adoption of an interpretive methodological position was considered
suitable for focusing on the understanding, interpretation and meaning of
organizational phenomena.

— Considering the research approach. The need for an in-depth analysis of
complex organizational issues, like change, in complex organizational forms,
like co-operatives, as well as the obscurity of the chosen theoretical
framework led to the adoption of an adapted qualitative approach. The
research oscillated between an exploratory and descriptive character as far
as its primary purpose it concerns and also between an inductive and
deductive direction as far as its reasoning it concerns.

— Evidence analysis and interpretation. The analysis and interpretation of
evidence gathered by the field research was based on the content analysis

and particularly on the qualitative content analysis of transcribed data.
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Within this form of analysis emphasis is put on meaning rather than on
guantification. | interacted with and reflected on the evidence in multiple
layers (theoretical, empirical, cognitive, etc.).

Emergence of novel theory. Due to the complexity of issues related to
organizational change and their interrelation, the evidence from the field
research was reported in the form of a narrative. Thus, the relationships
among issues and complex situations could be marked and better
understood. Those primary narratives were combined and a higher narrative
of change was evolved and then, the latter was processed through the

adopted theoretical framework creating novel theoretical insights.

Physical research audit trail

Primary identification of the research problem. My professional involvement
with the management of co-operatives and the management of change
within them proved to me that co-operatives were broadly perceived (even
by the people in charge of the co-operatives) as another business firm in
which the conventional tools and procedures regarding change could be
applied. This was happening to the neglect of their organizational
particularity (hybrid organization — business firm and association of persons)
and could mislead the change efforts with unpredictable consequences.
Reviewing the literature. A large body of literature regarding the co-operative
organizations and particularly the change in co-operatives was reviewed and
critically examined. Gaps, inconsistencies and theoretical controversies were
identified. The outcome of this process was connected with a similar
reviewing process regarding the concept of organizational change, in general.
Conclusions derived by the combination of the two discussions confined the
forthcoming research. Then, a review on organizational literature and
concrete epistemological aspects followed in order the proper theoretical
framework that could meet the requirements derived by the previous
discussions to be traced and selected.

Final identification of the research problem. The review in literature regarding

change in co-operatives affirmed my initial skepticism concerning the issue.
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Focusing on the type of changes occurring in the co-operatives and explaining
them through the lens of the alleged structural inefficiencies of the
organizational form, most of the relevant studies do not capture the issue of
the hybrid nature of this organization. Therefore, the study of change is
aligned with a linear perception of organizational change under which change
inevitably leads to the partial or complete demutualization of the co-
operative organization. Moreover, most of the studies are focused on the
agricultural co-operatives attributing a one-sided dimension in the study of
change. Hence, the need for the re-examination of the established patterns
and explanations regarding change in co-operatives, by focusing on answers
about how change unfolds, rested on the heart of the proposed research. At
the same time, the research also had to take into account the need for
studying change in other types of co-operatives than agricultural and the
need to be aligned with concrete requirements derived by the review on
organizational change literature, in general.

— Designing the research framework. Given the selection of a qualitative
research approach and the nature of the research problem, a multiple case-
study method was selected, initially based on multiple evidence sources.
Semi-structured interviews with top executives and administrators of co-
operatives which experienced a series of changes were the primary source of
evidence. Interviews were prepared by taking into account issues emerged in
the review of literature, the adopted theoretical framework and issues
related to the research problem.

— Selection of cases and respondents. The selection of cases followed a multi-
sited, purposive sampling in order information-rich cases to be studied. The
selection of respondents also followed a purposive sampling among highly
knowledgeable informants - members of the organizations under study —
with deep involvement in change processes.

— Data collection. Finally, eight highly-ranked persons were interviewed across
three Greek pharmaceutical co-operatives. A key-informant, with a long
history and involvement in the co-operative pharmaceutical wholesales trade
was also interviewed for reasons of construct validity. The interviews were
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recorded, transcribed and translated into English, while the respondents
become aware of the transcriptions.

Analyzing empirical evidence. Through a thorough investigation of
transcribed data, meaningful segments in the textual data were marked and
labeled with a code. Then, an also thorough reflection on the codes led to the
conceptualization of higher order subcategories and categories. A cross
examination and comparison between those categories revealed emergent
themes.

Data interpretation and set of findings. A narrative of change for each case
was developed enhanced by respondents’ exact statements. The separate
narratives were combined and cross-examined and verified or enriched by
key-informant’s narrative about change. Thus, the primary narratives were
reduced to the main research findings. The systemization of those findings
across the emerged categories and themes escalated the interpretation to a
higher level.

Emergence of novel theory. The systemization and further interpretation of
findings were confronted with literature; contradictions, paradoxes and
affirmations were traced and interpreted through the lens of the adopted
theoretical framework. Thus, the final conclusions and answers to initial
research question and assumptions were stated and the main theoretical and

practical contributions of the study were established.

4.10 RESEARCH LIMITATIONS

Despite the as much as possible careful design of the current research, a number of

shortcomings remain. First, while the multiplicity of data sources and the site

multiplicity were achieved, the effort to gather data by using multiple data collection

tools (interviews, archival data and corporate documents) failed because of the

implicit unwillingness of co-operatives’ administrations to hand written material to

the researcher as well as the poor and uninteresting content of those few that were

delivered at last (mostly balance-sheets and announcements). Therefore, it must be

126



CHAPTER 4 RESEARCH METHODOLOGY

noted that the research did not follow the explicit nexus of basic autopoietic
operations which are decisions regarding change, according to social systems
theoretical framework, but the interpretations of those decisions by the people
involved in it. From the two techniques that Luhmann (2000a) has identified and
organizations use in order to make the decision practice visible - the construction of
an accountable addressee (decision-maker) and the staging of the decision process -,
the study of the latter was not achieved. The apparent failure to gather evidence
from reliable documents left only the former — accountable addressees — to be

explored.

Second, following the previous remark, the apparent contradiction to adopt a non-
humanist theoretical framework (SST) and at the same time gather data by
interviewing humans (organizational members) remains going and it should be
further discussed. It is true that most of the empirical studies based on SST employ
interviews as the main (often among others) instrument to gather data (e.g. Vos,
2003; Knudsen, 2005, 2006; Rennison, 2007; Andersen & Born, 2008). Besio &
Pronzini (2010), in their work about the methodological tenets for empirical research
based on SST insights, urge the readers to use interviews for a variety of research
aims related to basic concepts of SST: to trace the chain of decisions, for semantics
analysis, to explain trivialities, for functional analysis, etc. On the contrary, Seidl
(2003, p. 146) argues that organization’s self-concept and identity cannot be found
by interviewing organizational members (hence, observing their psychological
perceptions regarding the organization) but by observing organizational
communication and the relevant texts that the organization uses. If Seidl’s
suggestion is taken literally, then numerous business organizations of small and
medium size (like the cases in my study), with underdeveloped structures or informal
procedures could not been investigated through the lens of SST. This situation does
not do honour to a (super)theory that intends to explain the organizational world, as
it restricts its application to only a segment of this world which uses texts,
documents, minutes, public statements, brochures, etc. (e.g. big firms,
multinationals, public firms). On the other hand, Renisson (2007, p. 154) also justifies

the selection of interviews for empirical research driven by SST, provided the
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researcher uses depersonalized questions during the interview in order to avoid
personal opinions or attitudes and focus solely on the organizational communication
itself. From my research experience, this suggestion remains void in real
circumstances. Even if the questions that one poses are depersonalized, the
respondent cannot but express his/her perceptions and thoughts. Hence, the real
challenge for the researcher is not whether he/she must use the interview as a
methodological procedure, or whether she/he can help expressing or hearing
personal beliefs, but how she/he can distinguish through the large volume of those
beliefs and opinions and identify communicative themes that could be attributed to
the organization. Nevertheless, my opinion is that this methodological limitation
inherent to SST will remain active and will be processed only retrospectively by new

SST-driven empirical research.

Third, as it was stated in section 4.8.2 (p. 114), the original language in which the
interviews were recorded was Greek. | had to translate them into English first and
then proceed with the content analysis. However, minor modifications happened
during the translation due to the fact that the recorded speech was natural and not
always technocratic; this means, a speech with syntactic laxity and idioms.
Unavoidably, during the translation the laxity had to be restricted in order the final
text to be understandable in a different language than the original one. This fact

attenuates, in a small degree, the expressiveness of the recorded speech.

Fourth, from the five cases of co-operatives that were identified in experiencing
multitude organizational changes, three were studied. In my impression, the
remaining two could have agreed to participate in the study, if a further smooth
pressure had been exercised on their administration. Time constraints for the
completion and presentation of the study as well as financial (travel expenses) and
professional constraints (taking leave from the job) prevented me from making the

face-to-face contacts that needed to convince the co-operatives’ administrators.
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CHAPTER FIVE

FINDINGS

7

“Everything said is said by an observer

H. Maturana

5.1 OVERVIEW

In the present chapter, the data collected by the respondents’ views are organized in
the basis of main issues raised in the research question and assumptions in order to
facilitate the coming interpretation and the final discussion of the research results.

First, each one of the three cases that were studied is briefly presented and the
outcome of the coding process®® of the material originated by the interview texts is
analyzed and backed up by exact extracts from the interviews. In each case a certain
effort to formulate a narrative was made, emphasizing the group of data that share
commonalities and could be merged into categories. Then, the same process is also

followed in data taken from the analysis of the key informant’s interview.

Finally, the outcome of each case and the relative conclusions are combined and also
tested or enlightened by the outcome of key-informant’s review; the objective is to
formulate larger categories. Within and between these categories certain patterns
and threads are identified which constitute the main themes that will carry the
underlying meaning on an interpretive level.

Discussion and further interpretation of the findings will take place in Chapter 6.

* The analytical coding process is shown in APPENDIX VI.
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5.2 CASE ONE

5.2.1 The case

Co-operative One (C1, hereafter) is one of the biggest commercial enterprises in
Western Greece with an annual turnover of 77.7 million Euros and it employs a staff
of 75 people (2011). It was established in 1932 from five local pharmacists and it is
one of the oldest pharmaceutical (and urban, as well) co-operatives of the country.
Today (2011), the number of its members amounts to 190 pharmacists. Its
headquarters and its main warehouse facilities are located in privately owned
premises in a major urban center in Western Greece while it has established two
subsidiaries in minor urban centers of the region and one more in the city center: the
first (public limited company) in 2003, the second (limited liability company) in 2008
and the last (limited liability company) in 2010. All three of the subsidiaries work as
minor wholesale companies. C1 also participates as a minority stakeholder in a local
virtual chain of pharmacies (public limited company) and in two nationwide
distribution centers (public limited companies) established by the majority of the

pharmaceutical co-operatives in Greece.

From the mid ‘80s to mid ‘90s, C1 witnessed a boom in its sales and in the number of
members which actually followed an equivalent high growth of the co-operative
sector of the economy in Greece. However, in the late ‘90s, C1 faced a life-
threatening crisis which led to its depreciation and nearly its bankruptcy. In 1999,
the new Board of Directors hired a new General Director and together with a group
of external consultants realized an urgent business plan which finally stabilized the
situation of the co-operative in 2000. After 2000 and during the whole ‘00s, C1
underwent a wave of changes, instructed by the administration and senior
management that jeopardized its traditional character. At the same time, C1
experienced the highest rate of growth, in terms of turnover, profitability and
number of members within the co-operative pharmaceutical sector during the
largest part of the first decade of 2000; e.g. its annual turnover grew from 16.6

million Euros in 2000 to 80.4 million Euros in 2010.
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The most important changes, which mark a departure from the traditional co-
operative model, are shown in the following table in a time sequence and they are

related to the non-traditional co-operative models that are included in the typology

of Table 3.3:

Year Type of change Co-operative model

2001 Differential policy among members Differential policy co-operative

2001 Engagement in value-added activities | Co-operative  with  Diversifi-
other than wholesale trade cation®

2003 Participation as stakeholder in virtual | Co-operative  with  vertical
chain of pharmacies integration®

2004 Establishment of 1st wholesale | Co-operative with subsidiaries
subsidiary

2004 Establishment of a courier service — | Co-operative with subsidiaries /
subsidiary (eventually abandoned) Co-operative  with  Diversifi-

cation

2006 Introducing optional shares as a | Member-investor co-operative
funding measure

2008 Establishment of 2nd wholesale | Co-operative with subsidiaries
subsidiary

2010 Establishment of 3rd wholesale | Co-operative with subsidiaries
subsidiary

Table 5.1: Type and sequence of changes in C1

A short narrative of the change sequence illustrated in the above table is as follows:
After having avoided its bankruptcy, C1 tried to earn back the trust of its most
important (in terms of size) members. Therefore, a differential policy regarding the

supply of quantities and the discounts or credit lines that members acquire, was

* This particular model has not been discussed in Chapter 3. Hence, it is not included in the Table 3.3.
Its detection in the empirical evidence of the study will be further discussed in Chapter 6 (Discussion).
* This particular model has not been discussed in Chapter 3. Hence, it is not included in the Table 3.3.
Its detection in the empirical evidence of the study will be further discussed in Chapter 6 (Discussion).
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adopted in 2001. At the same time, C1 started to engage in value-added activities
other than the traditional supply of medicines to its members (e.g. parallel exports)
in order to rapidly increase its earnings, hence the return on members’ equity. In
2003, the administration decided to take part as a minority stake-holder in a then
pioneer initiative of a group of 55 local pharmacists to establish the first virtual chain
of pharmacies in Greece. The aim of this move was to control the unknown
development of the venture and at the same time to cultivate its sales to a pool of
pharmacists that they had no (or very low) association with C1 before. Next year, the
first subsidiary of C1 was established in a territory where C1 was ousted from, ten
years before, due to intra-administrative conflicts as well as the bad performance of
C1. Through local and fast wholesale service, C1 intended to come back to that
territory and increase its diminished market share. The same year, C1 expanded its
value-adding activities by establishing a courier subsidiary focused solely to the fast
transportation of pharmaceutical products and cosmetics from suppliers to their
clients. The investment eventually failed and the subsidiary was shut down 3 years
later. Having experienced a significant growth in terms of turn-over for almost five
consecutive years, C1 started to face the problem of financial overheating as its
equity remained low comparing with the growth of sales. Two successful efforts to
increase the nominal value of co-operative share did not yield the needed amount
and the bank borrowing cost hit high scores. So, in 2006, the administration
proposed and the Assembly decided positively upon the introduction of optional
shares (maximum five for each member) in the current nominal value of the basic
co-operative share (the first appearance of this funding tool in the Greek co-
operative sector). Under the new situation, the holder of optional shares could
acquire more returns than the one who holds only the basic co-operative share. In
2008, the pharmacists-members who lived in an isolated island area, motivated by
the establishment of the first subsidiary, demanded the establishment of a second
subsidiary (wholesale activity) in their island and the administration of C1 eventually
accepted the demand in order to keep the members satisfied, as well as the high
market share in that territory. The same happened in 2010 when, after a planned
investment and the subsequent relocation of the main warehouse facility to a brand

new facility off the city center, numerous old members of C1 demanded the
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establishment of a subsidiary in the city center in order to keep the level of their
service high. The administration accepted that demand, fearing a potential decrease
of sales in the city center. After two years of operation that subsidiary suffers from

great loses.

5.2.2 The interviewees

Three respondents from C1 took part in the study: the second in rank executive, who
serves as a logistics and quality manager as well as a quasi-deputy general manager
for the last 10 years (her code name will be C1E1 hereafter) and has a very good
knowledge of the change processes; and two members of the nine-seat Board of
Directors (there code names will be C1B1 and C1B2 respectively) who are actually
pharmacists, members of the co-operative and they simultaneously run their own
independent business (pharmacies). They have both witnessed almost all the
changes have been occurred the last 12 years, from various administrative positions.
C1B1 now (2011) serves as Secretary of the Board (the second in rank hierarchical

position after the Head of the Board) while C1B2 as a simple Member of the Board™®.

5.2.3 Basic interpretation of data

The factor environment is widely acknowledged as a key influence on change
initiation. The features of the environment as well as changes and alterations
happened within it, posed an urgent call for changes in the co-operative as well. The
need to “adapt”, to “respond” and to “align” with a changing environment became a

pressing factor:

*® It must be mentioned that according to Greek legislation (as well as the international co-operative
practice) the highest authority in a co-operative (hence, for all the three co-operatives of our sample)
is the General Assembly of its members which is convened necessarily once a year. The General
Assembly decides for the strategic issues and elects the Board of Directors for a two, three, or four-
year term. The Board of Directors implements the strategic decisions taken by the Assembly and it is
responsible for the daily work of the co-operative at all levels. In each one of the three co-operatives
of our sample all the seats of the Board are occupied by elected pharmacies, members of the co-
operative, but one seat, which is occupied by a worker of the co-operative who is elected by the
workers’ assembly. Suffice to say, that the executives that were interviewed in the three co-
operatives are not pharmacists themselves.
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“I have the feeling that this was an adaptation to a reality” — C1E1,

“Simply, we could respond more easily and better to what the environment
requested” — C1B1,

“we have to emphasize that it is necessary to make the changes because we have to
align with changes made in the era of globalization. The first thing is that | believe
that regarding our own cooperative [...] the first steps were taken because we

realized the changes around us and we took those actions.” — C1B2.

Interesting enough is also a statement for the irritating role that the competition

from privately-owned wholesalers has played:

“Moreover, competition is sometimes positive. It forces you to do new things, to

develop, to change and always to a positive direction” — C1B1.

Moreover, the role of the environment in change process is not limited only within
the era when changes in study were happened. Today, in the middle of a global
financial and a national debt crisis, elements of the environment are changing or
being re-oriented, new threats and challenges arise and the call for organizational
changes becomes rather constant. In the center of the new discourse about change
stands the anxiety for the existence of the pharmacy as an independent store within
new conditions in a “much fluid” and in a state of “panic” environment which cause

radical changes to pharmaceutical market:

“It is the suspension of the pharmacy as the unit we used to know” — C1E1,
“It depends on the future of medicine itself. We are [...] talking about some other

direction.”, “[Pharmacies are threatened] through other networks!” — C1B2.

Respondents also recognize the negative role that another element of the
environment, the government’s attitude, has played and is still playing for the

existence and development of the co-operative:
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“The greatest threat, the biggest opponent is people in charge, people in
government, who cannot understand the importance of co-operatives and that they

should be backed without delay” — C1B1.

However, the importance of environmental factor does not create a sense that
changes were dictated by the environment. Respondents consider conditions of the
external environment at the time that changes happened rather positive for the
activity of the co-operative or at least not harsh, especially comparing with

nowadays:

“I think that the past few years that | have worked in the cooperative, the
environment was very positive; both for the cooperative and the pharmacies as well.

It was also positive for the possibilities it [C1] had to expand...” — C1E1.

Therefore, it is not surprising that all of them acknowledge the role that processes
internal to the co-operative organization played in those organizational changes;
especially, decisions which were taken in order to enhance the “expansion of co-
operative’s activities” and “satisfy members’ needs”, both commercial and financial.

This interplay between external and internal environment was impressively stated by

one of the respondents:

“There could be another dimension; that the one who derives from the external
environment constitutes -as far as the firm in which one is involved - the internal
environment, as well. No, it does not seem contradictory to me. It seems to me

complementary, in a way.” — C1E1.

One can also notice that the notion of ‘members’ occupy a central position in the
above discussion either in the form of anxiety regarding their future as independent
pharmacies and the threats that they face or in the form of a key factor that its

needs must be met and satisfied by the co-operative.

The ambiguity regarding the priority either of the external environment or the

internal needs of the organization meets an unclear field in the discussion regarding
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the development of change process, as well. A kind of strategy is sometimes implied
but never presented clearly, except maybe in the form of an adjustment to
environment or a pro-active character of change. Statements about a possible
“connection” among changes or the generation of one change from the previous one
are more frequent. Moreover, allegations about the lack of a “comprehensive plan”
or the role of “intuition” are more indicative for the perception of the change

process:

“But those [changes] which first made and because it was a kind of intuition about
things were changing and responding to certain needs...”, “I do not think they came
under a more comprehensive plan on how the co-operative movement will be

tomorrow”, “I do not think that they fall within an overall planning, right?” — C1B2.

The avant-gardist role that small group of persons (executives, administrators,
“progressives”) have played inside the organization rather diminishes the role of
“overall planning”. This implicit deviation from a programmed, planned and linear
notion of organizational change is amplified by the acknowledgment of the fact that
“might were other solutions” and the existence of alternative paths even from

respondents that still believe that the given solutions were the best in hand:

“You asked me if there were other alternatives... Yes. There might be alternatives
but unless something was done that may have had a very serious consequence, to

us. | think that these choices, in relation to the reality, would lead there.” — C1E1.

Finally, the change process meets its limits there where organizational changes could
guestion the very nature of the co-operative and cross the “red lines” by toppling its

vital relations with its members:

“How to define the red lines today? | say there is one, to put this. The cooperative
should not be opposed to the pharmacy. This is the red line. We have to think about

the rest.” — C1B2.
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But, what are the particular characteristics that compose this “nature of the co-
operative”? All the respondents agree that this is based in the strong bond that the
co-operative retains with its pharmacy-members. The co-operative works for the
“interest of the members”; that is to serve them and meet their needs. It simply

cannot exist outside its members:

“Everything is done in the interest of the member” — C1B1.

Nevertheless, this does not mean that the organization forgets its own interests as a
business unit. It is just trying to balance between the interests of its members and its

own interests without becoming a completely autonomous unit:

“In this sense, the changes we made were those which had be taken in order to
enable the cooperative to be competitive, to serve its members and to have the

financial liquidity to preserve itself.” - C1B1.

The particularity of co-operative nature attributes some unique characteristics to the
organization (e.g. the diversity of attitudes, the decision making process, the
distribution of profits) which, on the one hand, makes the co-operative a “key form
of intervention” and on the other, makes it depart from the figure of a “pure private
enterprise” assigning it to a different business form which is not focused on profits
but on “members’ needs” or, at least, tries to balance between them as the “golden
ratio”; in this way, it also preserves values as the democracy in decision making,

transparency or the spirit of efficacy through the “joint action ofpeople"”:

“I think that the basic difference is ... it has to do with customer service as a priority
and the needs our customers have; we struggle to meet these needs. | think this is

the most important difference and it is expressed so...” — C1E1,

7 “[Change to preserve] the joint action of people; because they cannot cope with anything. We
cannot cope with anything from the 1 square meter occupied by each of us when stands on one’s feet.
This is the fact: that each of us is an immeasurable small unit; immeasurable small not even unit but
subunit. To create a unit that can intervene, we must cooperate with each other” - C1B2.
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“On the contrary, the cooperative is something like a golden ratio between profit
and customers’ service.”, “I cannot say that we are purely a private enterprise” —

CiBl1.

The acknowledgement of this particularity is also enhanced by the comparison of the
co-operative with a special part of its business and commercial environment which is
its competitors; i.e. pharmaceutical wholesalers in the form of investor-owned firms
or single proprietorships. The major difference lies in the way that the competitors
perceive their relation with the pharmacies and the way that they pursue their own

interests, focusing solely on profitability, to the neglect of pharmacies’ interests.

“Competitors may focus on profitability only and on finding ways to achieve it.” —
C1E],
“The only concern of private wholesalers is profit.” — C1B1,

“The philosophy of private capital is in favor of its own interests” — C1B2.

Against them, the co-operative does not only recognize an almost constituting
distinction but also an implicit superiority, both ‘moral’ (as it pursues the interests of
its members) and ‘business’ (as it escaped successfully from their competition). An
alleged superiority or effectiveness of private enterprises is actually rejected. Not
only do the private competitors pose no threat to the existence of the co-operative

but also they often have to follow and imitate co-operative’s actions and initiatives:

“I say, then, that so far co-operatives have helped remedy the market they didn’t
permit the irresponsibility of private [wholesalers] who would exercise their own
power and would drain the pharmacy, to focus on the pharmacy, the pharmacist
would be drained by their capabilities” — C1B2,

“No! This [competition] is not our problem” — C1B1,

“So we got to the current situation when they watch the movements of the co-
operative respectfully. | would say that it makes great impression to me to watch
that large wholesalers have copied the initiatives taken by the pharmacists’ co-

operative during this phase of the existing economic crisis” — C1B2.
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Hence, the co-operative can present special achievements which secure its survival
as a business entity, serve the interests of its members and help it play successfully
its intervening role in the market. A strong feeling that the co-operative will
definitely survive because it is “the healthiest commercial unit” is apparent. These
achievements are properly enhanced by the outcome of the change process, too.
The respondents reserve little doubts regarding the success of changes occurred in
their co-operative the last decade: objectives were achieved, the co-operative came
closer to environmental demands and its function was enriched and raised to a
higher level. Furthermore, the respondents are fully aware of the fact that the type
of changes that they chose creates a sense of adopting the features of or, coming

closer to a private enterprise:

“Sometimes | feel like going towards a direction closer to the private sector,
regarding various policies, commercial ones, which we have chosen” — C1E1,
“but, if you ask me whether we did steps towards private enterprise, then, yes, we

really did!” — C1B1.

Yet, the profound success and a tendency to characteristics of private enterprises
did not challenge at all the strict co-operative character of the organization. “Red

lines” still exist and the institutional difference of the co-operative remains active:

“but this difference seems to remain a substantial one, although we are closer [to a
private firm]” — C1E1,

“I cannot say that it becomes weaker. That the one is purely a private enterprise
while the other is a company composed of partners who sell medicine. | cannot say
that the difference is weakened.” - C1B1,

“But we do not lose the character because as | said earlier there is a red line that the
cooperative is in favor of the interests of the pharmacy, this is the basic goal. So,
since we do not lose it,...”, “| think this red line we mentioned above will remain”,
“The differences are still active in the sense that everybody has its own way of

thinking.” — C1B2.
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Despite the almost ideal picture of co-operative’s achievements, the respondents
are preoccupied with a list of shortcomings regarding their organization. This
negative assessment refers to various problems such as delays in decision-making,
lack of planning, etc., or to administrative malfunctions:

”

“The overall planning is still lacking.”, “Because the existing lags and delays are too
large” — C1B2,

“one cannot define a long-term policy.” — C1B1.

Other problems could be assigned to the very nature and the structure of the co-

operative:

“I say that our co-operative has a story of conservatism”, “Being all the same [the
members] means that we have no reflexes in the market.”, “Today [...] the structure

of the cooperative do not enable us to plan the new.” — C1B2.

The broad acknowledgement of these problems leads subsequently to the
acknowledgement of the change continuation; change will probably be radical and

unpredictable:

“Possibly, it [radical changes] will be needed” — C1E1,
“Simply, the co-operative will change. It will change with an impressive manner that

we may even not know” — C1B2.

The aim of this new wave of changes is sketched as an effort to “ensure
sustainability”, to improve performance and to help that part of pharmacists which
is aware of the need to face the new threats coming from the environment in novel
ways either regarding planning or “alliances” and “legal framework”. For these to be
achieved, both measures of financial impact and measures that change the
relationship among members as well as between members and the co-operative

must be taken:
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“But you have to enable those [members] who want to go further to novel forms, to
do it properly. The other issue now is to clarify what this model will be.”, “Also in
what we said earlier that it should give the opportunity to be able to create new
forms that will assist us in the future” — C1B2,

“to change our economic policy, to make spending cuts, overtime cuts and other
actions that will reduce the cost, let's say; to expand into several other areas, as we

said before, besides selling medicines” — C1B1.

However, once again, these changes must meet the limits of the co-operative
characteristics of the organization.

There are also interesting quotes regarding the role that the turn to activities other
that the main service line (wholesaler) already played or going to play in the coming

wave of changes:

“I think it has to do with how quickly they can overcome this shock and see on what

other activities they could be expanded” - C1E1.
“The third change was that we offered to both our members and our customers

services irrelevant to the original object, that is to say, selling drugs.” - C1B1.

Finally, one can notice a much interesting contradiction. The presence of ‘members’
is dominant in a large part of the discussion. They mark the peculiarity of the co-
operative organization as its founders, customers and administrators; their needs
and their survival are being taken into serious account in change process while they
also indicate the range and the margin of changes; they are the key factor that
distinguishes the co-operative from other organizational forms. However, the
respondents hardly recognize them as an internal part of the organization with the

exact interests as the co-operative’s:

“Well, | say it is the environment in which | act. As my non-member client constitutes
a part of the environment, so is also one member part of the environment in which |
act. When | will try to analyze the overall environment, | will not analyze it only as
members of the co-operative; | will analyze it altogether as the world of pharmacy.”

—-C1B2,
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“On the one hand, | think they are external environment because we do not receive
only messages but we are also dealing with the situation of the pharmacy which
reflects the situation in the market. Although some of them may be involved in the
administration, the pharmacy is an external unit.” — C1E1. “[However] the co-
operative is an economic enterprise and customers are customers.” — C1B1,

“What | am saying is that, whatever the pharmacy wants is not also for the benefit
of the co-operative. [...] So we must find the balance between the interests of
pharmacy and that of co-operative. We cannot say they are the same. They operate
in equilibrium.”, “I say we have to see it as two organizations that operate in

parallel, right?” — C1B2.

Even the one respondent who acknowledges an internal function of members
concerning the organization, he makes this assumption not because of the fact that
members possess such a property per se but because he cannot consider them

otherwise; namely, as “rivals or competitors” against the co-operative.

5.2.4 Concluding remarks

Gathering the outcome of the analysis of the extended discussion with the
respondents from C1, one could end up with the following remarks: The external
environment plays a central role in the change process; internal factors and
especially the need to satisfy “members’ needs” do the same, yet. Change process
could not be considered linear or strictly planned. The lack of a comprehensive plan
or the role of intuition and avant-garde is acknowledged by the respondents.
However, it definitely led to a successful outcome as the co-operative came closer to
environmental demands and helped its members. Moreover, it came closer to the
operation of privately-owned enterprises but this did not make it lose its co-
operative character. The particularity of co-operative organization rests in the
fundamental relation between the co-operative and its members which establishes
the main difference with other similar business entities. It also orients change efforts
and poses the limits to their development. However, members are hardly considered

as an internal part of the organization. The idiosyncratic nature of the co-operative is
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responsible for its special achievements as well as the remaining problems. These
problems together with radical changes and new threats to the current business
environment subsequently create an urgent call for new radical changes. Their aim
will be the survival of the co-operative and its members even if both need to be

transformed.

5.3 CASETWO

5.3.1 The case

Co-operative Two (C2, hereafter) is one of the three biggest pharmaceutical co-
operatives in Greece and one of the biggest commercial enterprises as well, with an
annual turnover of 205 million Euros and it employs a staff of 175 people (2011). It
was established in 1980 from thirty pharmacists and experienced a long period of
constant growth in terms of turnover and membership until 2010 when the financial
crisis strokes the country. Today, the total number of its members has risen up to
540 pharmacists. Its headquarters and its main warehouse facilities are located in
privately owned premises in a major metropolitan area in Greece while it has
established two subsidiaries in minor urban centers of the region and one more in a
distant island: the first (public limited company) in 1996, the second (public limited
company) in 2001 and the last (public limited company) in 2009. All of them work as
minor wholesale companies. Moreover, it has participated as a minority stakeholder
(41%), together with another pharmaceutical co-operative (59%), in a fourth
wholesale company in another minor urban center in the region since 2006. It has
also established a local virtual chain of pharmacies (public limited company) in 2005
and it also participates as a minority stakeholder in two nationwide distribution
centers (public limited companies) established by the majority of the pharmaceutical

co-operatives in Greece.

C2 has undergone a wave of changes, instructed by the administration and senior

management, already since the mid ‘90s. The most important changes, which mark a
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departure from the traditional co-operative model, are shown in the following table

in a time sequence and they are related to the non-traditional co-operative models

that are included in the typology of Table 3.3:

Year Type of change Co-operative model

1991 Engagement in value-added activities | Co-operative  with  Diversifi-
other than wholesale trade cation®®

1995 Capital pool (eventually abandoned) Proportional investment co-

operative

1995 Developing own brands (eventually | Co-operative  with  Diversifi-
abandoned) cation

1996 Establishment of 1st wholesale | Co-operative with Subsidiaries
subsidiary

2001 Differential policy among members Differential policy co-operative

2001 Establishment of 2nd wholesale | Co-operative with Subsidiaries
subsidiary

2005 Establishment of a virtual chain of | Co-operative  with  vertical
pharmacies integration49

2006 Establishment of joint-venture | Co-operative with Subsidiaries
subsidiary

2009 Establishment of 3rd wholesale | Co-operative with Subsidiaries
subsidiary

2010 Introducing optional shares as a | Member-investor co-operative

funding measure

Table 5.2: Type and sequence of changes in C2

A short narrative of the change sequence illustrated in the above table is as follows:

In 1991, C2 became a pioneer of the pharmaceutical co-operative sector with the

engagement in value-added activities different from its main activity (which is

supplying its members with medicines). It began the parallel exports of medicines to

8 See footnote 44.
* See footnote 45.
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EU countries in order to improve its cash-flow (hence, avoid bank borrowing) and
increase its profitability. It continued in the same path in 1995 when C2 developed
and introduced its own brands (parapharmaceuticals and cosmetics) but eventually
abandoned this activity few years later because of its members’ low response. The
same year, in order to align the capital structure with the sales, C2 introduced capital
pool measures. According to those, members, except their basic co-operative share,
should deposit extra money in a separate account proportionally to their annual
purchase from the co-operative. The measure was lifted few years later because of
the conflicts that were raised between the members and the administration for the
high level of payments. In 1996, the first subsidiary of the co-operative was
established (PLC with wholesale activity) in a distanced territory in order to face the
fierce competition from an IOF. The second similar subsidiary (PLC, too) was
established in a neighbouring territory as an effort to expand its activities outside its
main center. The same year, the policy towards members was changed. Invoice
discounts, credit lines, supply quantities, and special offers and services were aligned
with each member’s purchase volume in an apparent move to offer incentives for
the commercial commitment of members. The third subsidiary (PLC) was a joint-
venture with a neighbouring co-operative, so the two co-operatives avoided the
competition between them in a disputed area and finally, in 2009, C2 established its
last subsidiary (PLC) in an isolated island area with a problematic service from the
center till then. Since 2005, C2 has entered the field of virtual chain of pharmacies by
having established its own chain and offering scale purchase, guidance, management
and special services to the members who wants to. Finally, in 2010, C2 introduced

optional shares as a measure to raise equity from members in an alternative way.

5.3.2 The interviewees

Three respondents from C2 took part in the study: the general manager of the co-
operative, an economist who has served in this position for almost 20 years (his code
name will be C2E1, hereafter) and has personally implemented the abovementioned

series of changes; the second in rank executive who has served as supply manager
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and deputy general manager for the last 10 years (her code name will be C2E2,
hereafter) and had a prolong engagement in the implementation of various changes;
the Head of the seven-seat Board of Directors who is one of the founding members-
pharmacists of the co-operative and also runs his own independent pharmacy (his
code name will be C2B1). He has served the co-operative from various administrative
positions since its establishment. Therefore, he has witnessed and taken actively

part in almost every change that has occurred in the co-operative the last 20 years.

5.3.3 Basic interpretation of data

Environment is considered as a key factor in the initiation of change process and the
co-operative was constantly “forced to adopt its lines” (C2B1) and be aligned with

the changes within this environment:

“The changes come over time, over the years depending on the needs of each
period”,

“The needs of pharmacies and pharmaceutical wholesaler are now completely
different from those in the past and therefore we must follow each time period and

each situation.” - C2E2.

However, it is clear that, from all the elements that constitute the external
environment and despite the significant role that governmental attitude or big
pharmaceutical industry’s policies have played, it was the competition from

privately-owned wholesalers that gave the big push to change:

“So our needs, the big companies’ policy, the needs of pharmacies and mainly the
external factors - that is competition from private wholesalers - made us proceed to
the changes.” - C2E2,

“Regardless of whether we make decisions due to the pressure from the external
environment,[...], let's say one reason was the competition, right?” — C2E1,

“It [change] was a defensive movement in order to prevent competitor’s

achievements.” — C2B1.
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The chapter of change is not closed for the co-operative, no matter how big changes
have been processed in the previous years. Unprecedented threats and new
challenges (e.g. the allegation stated by all three respondents that the big industry is
trying to “bypass wholesalers”) have arisen amid the financial crisis, which
consequently mark the fact, that “the situation in the external environment is quite
fluid” (C2E1) and the call for constant change or even transformation becomes

louder:

“Due to the new changes that occur every day, we are in anticipation of the next
changes in order to take a decision” — C2E2,

“That’s why I’'m telling you it’s too big ... There will be so big changes that we
cannot predict the future.” — C2B1,

“Maybe its model could be completely transformed, its mode of action, its legal

form, all these can be transformed completely.” — C2E1.

Finally, in the core of respondents’ interests one can find the anxiety about the
changes that the pharmacy-members are going to experience and which will
probably jeopardize their current form. This change will question co-operative’s role

as well:

“Rightly, therefore, the basis of the co-operative is the retail market, the pharmacy,
and because actually the pharmacy will be rapidly transformed, [...], so this will
"force" simultaneously transforming the role and presence of the co-operative. So,
we estimate that this total number of pharmacies cannot survive; [...]. The market
estimation is that the 15,000 pharmacies are not able to survive so the numbers will
start to decrease, and the pharmacists, who will be able to remain they will seek for
aggregation, for pharmacies merger; either mergers or establishing pharmacy
[chains] companies.” — C2E1,

“The pharmacies have to change form. | do not know if some of them can cope with
the current situation; there are already problems with pharmacies which ask for
more credit, for a temporary liability settlement, which cannot handle a large

number of issues such as the rebate and all that pharmacies already pay ...” — C2E2,
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“Here now there are many concerns. What will we do tomorrow? How will we
operate? Because the pharmacy itself is in danger. The danger lies in our own

members...” — C2B1.

Taking into account the discussions with the respondents, one can identify a contrast
between an environmental status, when the changes happened, which was rather
smooth despite the various problems that used to exist (legal framework,
competition, indifferent government, etc.) and the demanding environmental
conditions nowadays. However, there is a sense that even the radical changes
happening in the current environment of firms in general, could be, on certain

conditions, positive for the co-operative:

“The subject has been widening, but | think recently the environment is more
positive for co-operatives.” — C2E1,
“I believe - there are many people who have the same opinion, too - that all these

changes are opportunities.” — C2E2.

This ambiguous stance against the features of the environment comes along with an
explicit or implicit (with the constant invocation of “needs”) acknowledgment of the
role that internal necessities and requirements have played in the change of the co-

operative:

“Because ... It [change] was an internal necessity.” — C2E2,

“Needs really made us to do so.” — C2B1.

So, “needs” are often translated as needs of the members or need to satisfy
members. As explicitly stated by one executive respondent when he explained the
rationale of a particular change, it was not (at least, only) an effort to overcome a
certain environmental pressure (e.g. increased bank loans’ interests) but
simultaneously an effort to solve the problem by satisfying the base of the co-

operative, the members:

148



CHAPTER 5 FINDINGS

“I think, regarding the other issues that the decision still walks on two legs, meaning
that the optional shares do not cost less than outside borrowing; the cooperative
does not definitely solve a financial problem, it wasn’t established just for this
purpose. It was established in order to give some money to the pharmacist, some
interest, which earlier went to the banks. Why these costs which anyway will be
made by the cooperative, not go back to our members? Therefore, there was a
thought to do this for our members too, while at the same time we display a better

picture on our balance sheet because we have less borrowing.” — C2E1.

And the Head of the Board sketches the same picture saying:

“[...] everything that has been done here is due to the needs of the pharmacy. Why
exports? To serve pharmacy better! To give a better credit! [Why] optional shares?

Funds to escape bank interest and give it back to the pharmacist ...” — C2B1.

It is obvious that it is not a typical linear attitude: environment demands —

organization responds/adapts. Reasonably, the chief executive acknowledges:

“I think that the changes were made having considered both issues; the cooperative

and the external environment. At least | cannot separate them.” — C2E1

Even the socio-economic character of the environment within which the co-
operative acts cannot completely influence what is really going inside the

organization:

“We live in a highly capitalistic environment, but my life, or the group’s or
cooperative’s lives are expressed every time in a way to fit best with itself, isn’t it?”

—C2B1.

Moreover, discussions about the change process reveal a rather proactive character
of change, an effort to “be ahead of events” (C2E2) which further supports the

argument that a strict adaptive response to the environmental demands is not the

case:
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“So then, a co-operative that wants to continue to play an important role in the
retail market, such as it played in the past 30 years, will have to adapt its services
and its role in order to run in advance of the pharmacies, for the sake of the
pharmacies.” — C2E1,

“You should not get into the channel of change. We can make the change! We can
bring the changes before them!”, “We need to bring the changes ourselves, we need

to be ahead of the curve.” — C2E2.

One can also identify an almost complete absence of references to a comprehensive
plan of change while, on the contrary, references to “subversions” during change
process or to “innovative thinking” of executives or administration can be traced.
Another important factor in change process is the acknowledgement of the
importance of decisions regarding the development of services or products other

than the main object of the co-operative (wholesale trade).

Enough evidence indicates a rejection of the idea of one-way change route;
alternatives existed and still exist and the direction cannot be predetermined. As

clearly summarized by the chief executive:

“Since the environment is fluid, no direction can be predetermined and be one-way.
Definitely there are different scenarios, different options. [...] And clearly, beyond
any solution found to be the most viable, the most correct, clearly there must be a
scenario no 2. | do not think that it is possible one says: we‘ll do this because this is a

one way route.” — C2E1.

Finally, the change process is restricted by the particular characteristics of the co-

operative organization which put extra limitations to its evolvement:

“Possibly, yes it has [limitations]. Paths like the one when an individual says: ‘I'll sell
my business’. | think pharmacists would not have, at least not very easily, such an
option, such a scenario. Clearly, a private wholesaler has to negotiate and think far
more scenarios than a co-operative, which has stiffness in decision making

regarding such major changes.” — C2E1,
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“Those who had the fortunes of the co-operative in their hands had this way of
thinking: with sensitivity to the community, with sensitivity for the small pharmacy,
sensitivity to the customer, sensitivity to the patient. So we had these sensitivities
which restricted our decisions, and showed us to which direction we would go.” —

C2B1.

What shapes the particularity of the co-operative is the full commitment and
dedication to the support and service of its pharmacy-members. One can definitely
trace it in numerous relative references from all the three respondents; as it was

explicitly stated by the Head of the Board:

“[...Jour inner and first need was to serve the pharmacy” — C2B1.

The co-operative serves as the “tool”, the “umbrella”, the “wall”, or the “bulwark”
which protects the independent pharmacy from a vulnerable environment and
ensures its profitability and its existence. Co-operative and pharmacy-member are

interdependent and cannot be seen as separate:

“Pharmacy is the co-operative and the basic concept of the co-operative is

pharmacy.” — C2B1.

This vital bond between the co-operative and its members also constitutes the basic
difference that distinguishes it from similar enterprises which belong to private
owners. The previously described anxiety for the role that private competitors play
as part of the external environment now meets a definite declaration of the

“complete difference” between them:

“completely different from the purpose of a private wholesaler” — C2E1,
“I believe that co-operatives have nothing to do with private wholesalers...” - C2E2,

“Huge difference [between the co-operative and private wholesalers].” — C2B1.

The reason for seeing this complete distinction is that private

wholesalers/competitors are only attributed to the profit generation and to an
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opportunistic behavior within the market that neglects any other attitude but

earning more money:

“The essential difference is: Think of a model of two identical businesses, the one
being cooperative and the other being private, with same organization, same
benefits - credits, discounts, with same clientele, with a similar market power and
with similar benefits to the pharmacist; the main feature which distinguishes the
identity of these two companies is that the one is a company purely for profit on
behalf of the private wholesaler, who has aimed solely to profit, the profit of the
current year and next years but possibly also to exploitation, exploitation of any
investment gains made by the company, which means: | make a good business to be
able to resell it at a large Greek or foreign group later. While a co-operative is not at
all involved in this process; it aims, on the one hand, at having autonomously good
results and increasing its turnovers, which is similar to a private wholesaler, and on
the other at supporting the pharmacy, the pharmacy member. This is the central
point: the support of the retail pharmaceutical market - the local market in which it
operates - and its members; this is completely different from the purpose of a
private wholesaler, who can also operate in an absolutely opportunistic manner: “I
will try to develop my business for the next 5 years and then | will sell it at a good
price. | do not care how my market will evolve over the next 5-10 years, so to do
such a long-term planning, [..]". These issues do not concern the private
wholesaler. The private wholesaler [...] seems to have a more short term horizon,
unlike a cooperative, which aims to be in the market for the next 20 years, say. A

private investor may work by making a much shorter planning.” — C2E1.

On the contrary, this co-operative is not focused on profit, despite the fact that it
takes care of it, but on its long-term existence which enhance the sustainability of
the retail market where its members belong. Actually, it is not only a wholesaler but
an organization with a multiple intervention. In other words, it is an organization
which distances itself from typical business organizations in the way that it embodies

7w

non-economic values such as “transparency”, “co-operation”, etc.:

“Co-operatives have never functioned in a way like that; since their setup they de
facto cannot be run for profit.”, “All these answers are from people who have

certain ideological thinking. And | think everyone who belongs to the administration
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of co-operatives has such ways of thinking. Purely capitalist administration in a co-
operative cannot stand.”, “Organized groups, where there are organized groups,
can cope better than each one alone. This is absolute, the prevailing! [...] That's why
we say that the organization at the base, organized people, is one that can lead to
better results for their very lives of the people; when there are organized units,
groups, ...” — C2B1,

“Communication, education ... we can do many things more than what we offer

now. We are not just wholesalers!” — C2E2.

Consequently, a sense of a rather powerful organization arises and contradicts with
the previous stated analysis about the crucial role that competitors have played as a

real threat which in turn ignited the change process:

“The opponents of the co-operatives are not private wholesalers. Private

wholesalers cannot topple the co-operative.” — C2B1.

This sense of powerfulness could be considered as a special achievement of the
overall route of the co-operative; a fact that makes the respondents to be almost
sure and convinced for the survival and long existence of the co-operative regardless

the hard and demanding environmental conditions:

“[...]Jthe co-operative will be there! The co-operative will be!”, C2B1,

“Since cooperatives have always found ways to overcome difficulties so far, they will
find a way out; it may be a way different from the beaten track but, | believe that,
whatever it comes, co-operatives will always exist. [...] However, there will always
be cooperatives. This is what | believe and | will do everything for [my cooperative]

to be one of those who will exist, in five years from now.” — C2E2.

This attitude is enhanced by the outcome of organizational changes under
examination. Changes were “always successful’, although few of them were
eventually abandoned (e.g. capital pool, own brands production) and the final

assessment is positive:
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“By the results, because everything is measured and numbered, by the results we
see that we, as C2, have really developed as an enterprise...”, “I believe that now
things are different and we are much more organized, as an enterprise, and if we

had not done this we would have lost the game” — C2E2.

The respondents are aware of the fact that these particular changes led the co-
operative closer to the operation of a privately-owned wholesaler but they are
definitely sure that this has not altered the character of the co-operative and has not

changed its direction:

“The models may have been in a state of convergence but the objective still remains
as different as it was. Probably, the mechanism is closer to the private
pharmaceutical wholesaler; Yet, | think the main goal still remains the same, the
strategic aim. That is, we have a co-operative enterprise, which exists in order to

serve the development and sustainability of the pharmacy.” — C2E1.

The alleged success of the change process and the overall positive route of the co-
operative do not make people in charge blind against certain deficiencies from which
it suffers. Dominant position in this negative self-assessment holds the infamous
delay in decision making, especially if this is compared with the way that privately-

owned enterprises (the main competitors, once again) behave:

“While cooperatives have this disadvantage: they delay to make decisions; this is
negative [...]” — C2E2,

“... There is one bad thing with the co-operatives. | am saying it for you to learn.
They are slow. There is no speed of action, as a private [wholesaler] has, say.” —

C2B1.

Many times, the co-operative seems to enter a stage of “inertia” or to “make two

“"

steps forward, one backwards”. In time of crisis, this “frozen” decision making
situation, the “suspended step” of decision process, may pose a threat to the
stability and existence of the co-operative. Administration is indicated to be mostly

liable for this outcome. Pharmacists who are members of the Board often show
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weakness in the identification of the real needs of the enterprise; they do not realize
the need for change or simply show less concern for the interests of the co-operative

than for their own business:

“..when they are in the administration’s shoes they [pharmacists] primarily think of
the pharmacy and then of the cooperative. They must change their attitude. They
must change, we cannot operate that way. They should work as if the cooperative
was their own business. They still see things from the pharmacists’ perspective. They
are not the kind of entrepreneurs we would like them to be.” — C2E2,

“Regarding our cooperative, if we talk at the administration level on behalf of the
pharmacists, | feel that there is a difficulty either in identifying opportunities or in
understanding the directions which they should take. There is a difficulty to
understand these changes and what to do. | feel, therefore, that at the

administration level, things are pretty awkward...” - C2E1.

Therefore, the C2 has to continue with radical changes and be transformed in order
to get rid of its disadvantages and stay active and alive in the forthcoming

developments within the market:

“Now, the demand is the organization to change course and get out from its orbit
and be transformed. That needs a ... more action. [...] If it is left in the foregone and
prescribed orbit, it will simply start deflating. So, a more revolutionary change needs

to be done in order to be a different [orbit] anyway...” - C2E1.

The demand for constant change, the anxiety to “ensure survival” and most of all,
the struggle to help pharmacy-members stay alive, though transformed, in a fast
changing and unprecedented environment shape the new targets of the co-
operative and consequently guide its change efforts. It must be marked that the
respondents wish the co-operative to achieve this difficult task by undertaking a

more active role towards the operation of its pharmacies-members:

“they [co-operatives] will have a key role in changing and shaping the
pharmaceutical retail business of tomorrow. That is, to take over the organizing of

pharmacy chains during the transformation period.” — C2E1,
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“It [co-operative] will be a service company, as well as a wholesaler and it will meet
the needs in all levels ... That is, category management of pharmacies, promotion of
products, economies of scale, all these... stock management, economies of scale, all
these...” — C2E2,

“Thus, the co-operative must give directions to those pharmacies, make studies how

to aggregate pharmacies.” — C2B1.

The co-operative showed foresight regarding the current situation and prepared
itself with the previous wave of changes and also warned the pharmacies. But now,
it needs innovative ideas, a more entrepreneurial way to act and a plan to help
members transform their own business. The co-operative has to constantly prove
and reproduce its difference from similar organizations; even if this means that it has
to establish “joint ventures” with big industry, to “operate as public limited
company” or totally transform itself and become something different than a simple

wholesaler:

“Towards any change that we see, we know, we expect and finally comes, the
cooperatives should be ready to make the difference and proceed to those changes
that will distinguish us from other individual wholesalers...” — C2E2,

“To help them in their transformation so as to preempt this evolution and be able to
provide all those services, for which it will still be necessary for the operation of the

pharmacy” — C2E1.

Finally, a surprising situation emerges as far as the role that the respondents ascribe
to the members of the co-operative is concerned. Despite the dominant and
fundamental role that the notion of members plays in almost every aspect of the
discussion; despite the fact that it is the members that founded and run the
organization, they are not considered as full and definitely inner part of the
organization. The views range from a strict rejection of their inner placement within
the organization, to an intermediate position between internal and external
depending on the beliefs of the members or their dedication to the co-operative

purpose.
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“The members of the co-operative belong to the external environment so far.”,
“They don’t care about the loss of the cooperative; they don’t think that if the stock
costs many millions, they are going to lose more money. Their only concern is to
have the medicine in order to give it to their client.” — C2E2,

“We could draw it in concentric circles... In the center there is the core consist of the
administration of the co-operative and the executives who are the internal
environment. There is also the environment of the members which is an outer shell
and outside this there is the external environment. So, | am seeing it in three levels.
So, | am seeing it in three levels, not in the sense of internal-external. | would classify
the member-pharmacists within internal environment but not in inner environment,
a little bit outside.”— C2E1,

“There are conscientious pharmacists who, [...], they dealt with the co-operative as
the only shield that can defend them from [bad] situations that the elderly
pharmacists had lived, right? There were many pharmacists, however, who for a
very long time have had a hostile attitude towards the cooperative. And | will say

this. I think this is an ideological relic” — C2B1.

Moreover, if one adds to these the previously stated argument regarding the apathy
that pharmacists-administrators sometimes show for the affairs of the co-operative,

it becomes clear that the actual role of members is, at least, a debatable issue.

5.3.4 Concluding remarks

Summing up the outcome of the analysis of the discussion with the respondents
from C2, one could sketch the following picture: The external environment triggers
the change process in the co-operative, especially in the form of privately owned
competitors. However, it cannot guide its evolution. The change process is also
strongly influenced by internal needs of the co-operative and especially the need to
satisfy its members. Hence, change process is not ascribed to a comprehensive plan
and is characterized by the existence of alternatives and a proactive trend. The
particularity of co-operative organization rests on its full commitment to the
satisfaction and protection of its pharmacy-members’ interests; therefore, they

become interdependent organizations. This fact, in turn, establishes the main
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difference between the co-operative and other similar business entities which are
mostly focused on profits. This particularity orients change efforts and restricts their
range. As a result, the co-operative seems to be closer to the operation of a private
wholesaler but its character has not been altered in any sense. Change proved to be
successful but new challenges in the environment which mainly pose threats to the
stability and existence of the pharmacy-member, attribute a constant character to
the change process. A new direction to change should aim to the survival of the co-
operative as well as the survival through transformation of its members. In order the
latter to be achieved the co-operative should engage in a more active and
intervening role. It might be completely transformed so as to confirm its ability to
survive under any circumstances. The full commitment of the co-operative to the
interests of its members does not make the latter a definite part of its organization.

Members belong to the external environment or to an intermediate position.

5.4 CASE THREE

5.4.1 The case

Co-operative Three (C3, hereafter) is one of the five biggest pharmaceutical co-
operatives in Greece with an annual turnover of 94 million Euros and it employs 83
persons (2011). It was established in 1994 — it is actually the youngest and the last
pharmaceutical co-operative established in Greece - from seventy six pharmacists
and witnessed a long period of constant growth in terms of turnover and
membership until 2010 when the financial crisis strokes the country. Today, the total
number of its members rises to 217 pharmacists. Its headquarters and its main
warehouse facilities are located in privately owned premises in an urban center of
south Greece while it has established two subsidiaries in minor urban centers of the
region: the first (public limited company) in 2000, the second (public limited
company) in 2004. All of them work as minor wholesale companies. Moreover, it
participates as a majority stakeholder (59%), together with another pharmaceutical

co-operative (41%), in a third wholesale company in another minor urban center in
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the region since 2006. It also participates as a minority stakeholder in two
nationwide distribution centers (public limited companies) established by the

majority of the pharmaceutical co-operatives in Greece.

C3 has undergone a wave of changes, instructed by the administration and senior
management, already since the first five years of its existence. The most important
changes, which mark a departure from the traditional co-operative model, are
shown in the following table in a time sequence and they are related to the non-

traditional co-operative models that are included in the typology of Table 3.3:

Year Type of change Co-operative model

2000 Establishment of 1st wholesale | Co-operative with Subsidiaries

subsidiary

2004 Establishment of 2nd wholesale | Co-operative with Subsidiaries

subsidiary
2005 Capital pool (eventually abandoned) Proportional investment co-
operative
2006 Establishment of joint-venture | Co-operative with Subsidiaries
subsidiary
2010 Differential policy among members Differential policy co-operative
2011 Introducing optional shares as a | Member-investor co-operative

funding measure

Table 5.3: Type and sequence of changes in C3

A short narrative of the change sequence illustrated in the above table is as follows:
C3 was confined in the small area where it was established. Moreover, it was the last
pharmaceutical co-operative to be founded in Greece, so the market was already
fixed, in one way or another, by the time it came into being. In order to modify this
given situation, C3 focused on profitability and geographical expansion. To achieve

the latter, C3 established two wholesale units (subsidiaries in PLC form) in years
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2000 and 2004, within the broader region but away from the area of its origin. In
2006, C3 established its last distant subsidiary (PLC) together with a neighbouring co-
operative in order to avoid the competition between them. The constant growth of
the co-operative in terms of turnover, mostly as a result of its geographical
expansion, and the difficulties to raise capital from a planned increase of the nominal
value of the co-operative share, led C3 to alternative solutions. So, in 2005, the co-
operative introduced a capital pool schema. According to that, members, except
their basic co-operative share, should deposit extra money in a separate account
proportionally to their annual purchase from the co-operative. The measure was
lifted few years later because of tax problems. In 2010, in an apparent effort to give
both incentives to the large members-customers and enhance members’
commitment, C3 differentiated its commercial policy. Invoice discounts, credit lines,
supply quantities, and special offers and services were aligned with each member’s
purchase volume. Finally, in 2011, C3 tried to resolve the problem of low capital
adequacy, by introducing optional shares as an incentive to promote members’
investment. The holder of optional shares could acquire more returns than the one
who holds only the basic co-operative share. The year when this research was
conducted (2011), C3 was ready to expand its activities in value-added services,

other than the pure wholesale trade and expand to the field of virtual retail chains.

5.4.2 The interviewees

Two respondents took part in the survey from C3: the general manager of the co-
operative, an economist who has been serving from this position since the
establishment of the co-operative (his code name will be C3E1, hereafter) and has
personally implemented all the changes mentioned above; and the Head of the
seven-seat Board of Directors who is one of the founding fathers of C3 and has been
elected and constantly re-elected in the Board since the establishment of the co-
operative (his code name will be C3B1). He has been serving the co-operative as
Head of the Board for the most of these years and at the same time he runs his own
independent business (pharmacy). He has witnessed and actively taken part in the

decision making regarding any change those 20 years of existence of C3. Another
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respondent, the second in rank executive who serves as a supply manager and

deputy general manager for the last 10 years, finally denied the interview.

5.4.3 Basic interpretation of data

The respondents are definitely aware of the role that external environment has
played in the deployment of the changes under study. Conditions in the market
cause the need of change, no matter how radical it will be. It is not random that the

phrase “market conditions” is repeated tens of times during the conversations:

“The truth is that we started based on market conditions. The key issue which
confused us was where the market is heading; where the market goes. So we had to
adapt our business to new market data.”, “If the market conditions are of this
nature that one must make changes even in one’s structure and operation, one has

to make them; otherwise one will be thrown out of the market.” — C3B1.

At the same time, they acknowledge the impact to change from internal necessities

and especially the demands of their members:

“Today, our member has much more demands than before. Previously, one’s anxiety
was only to be served properly [..]. Today, realizing through the new market
conditions that one must improve some things in the operation of the pharmacy;

one demands different services in order to be able to do so.” — C3B1.

Moreover, it is interesting to indicate that respondents charge the internal operation
and functioning of the co-operative with a key-irritation role to change process. The
same impact had the ‘political’ decision, from the very founding moment of the co-

operative, not to be a traditional co-operative organization:

“our operation was such that it really touched these points [of change]”, “The

nature of the operations of our enterprise was such that forced us to move to the
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next one.”, “From the beginning; since our establishment. We wanted to get away

from the stereotype of co-operative function” — C3B1.

It is implied by the discussion that most of the changes happened within a rather
smooth environment for the co-operative and its members which caused a kind of

laxity both to the co-operative and the pharmacies:

“The answer is today because the old environment — stability and market expansion
- left no space, within the daily running and the market function, to think in a more
selective level and about more specialized issues concerning the operation of the
pharmacy. And something more, it was also the pharmacy that did not need us so
much because the market expansion was so large that the biggest problem that a
pharmacy had was to supply the products that it needed to cover its needs and
nothing else more; everything was fine and good.” — C3B1,

“Some years ago, there wasn’t any need to do so. Everything was predictable. Some

sectors of the environment were predictable.” — C3E1.

However, the current financial crisis is the turning point for these ‘smooth’
conditions that enabled the changes under study. The market growth stops, it starts
to shrink with a fast rate and rapid changes happen to the environment of the co-
operative; it is characterized now “difficult”, with banks, government decisions and
suppliers becoming tougher for the co-operative. And the worst development is that
pharmacies-members face now “serious problems” which threat their existence. Yet,
tougher environment still works as an advantage for the co-operative to process

advanced changes:

“On the contrary, it was an advantage because we all see the difficulties and since
we have been proved reliable and capable to cope with the function of a co-
operative pharmacy, by standing on its side and serving it, things were easier for us.
In other words, our role was recognized in the new situation. And probably, it made
some people to realize that their perspective is to operate through the co-operative.
Hence, it facilitated us. | found no difficulties, neither in the General Assembly nor in

the Board of Directors, to pass advanced suggestions; whereas the previous years
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we would have a long discussion, we would hear all the arguments and wait until

things were better absorbed;” — C3B1.

The views of the respondents regarding the change process are contradicting. The

executive seems certain for the planned and linear character of change:

“The changes do not bring one another”, “We knew where we wanted to reach in
every change that we made.”, “we knew where we wanted to go from the beginning

to the end; we knew what we had dreamt of” — C3E1.

The Head of the Board instead, adopts a more evolutionary perspective. He also
considers that it was the daily operation of the co-operative that was pushing

constantly for new changes:

“Yes, it was an evolutionary process, which provided us with new data to grow every
day [...] It was our function itself that opened new paths to us.”, “The operation of
an enterprise is a very dynamic thing. It’s very dynamic. Many times it does not
leave one afford a break. It constantly pushes one forward. It pushes you forward

and it functions in a dynamic way. It pushes you, whether you like it or not.” — C3B1.

Moreover, he interestingly indicates a change process which follows unplanned

paths, sometimes despite initial intentions and creates novel situations:

“The development and the operation of an enterprise, regardless its co-operative
form, with complicated structures regarding its decision making, etc., [are
interconnected] with the very market conditions and reality which in their daily
deployment and evolution force one to make setbacks, or follow zigzags and maybe,
without realizing how, to arrive at C having passed by B. [...] Yes, yes, many times.
Many times. Because it is the conditions and changes that happen during the time
one needs to go from A to B that one is being overtaken and one already finds

oneself at C.” — C3B1.

Both respondents converge to the important role that administration and executives

played:
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“It was the administration’s decision... It was a strategy, because the administration

had to deal with the pharmacists.” — C3E1.

They also acknowledge the fact that there were alternatives to the solutions finally
adopted however these changes were the best in hand and most of all they

preserved the co-operative character of the organization:

“Yes, there were alternative choices.[...]”, “I think they were the best possible
solutions at that time.” — C3E1,
“The most fundamental criterion was that other changes would create problems in

the co-operative structure.” — C3B1.

The outcome of the change process brings the co-operative closer both to the

demands of the environment and to the operation of a privately-owned firm, as well:

“We are closer... to the organized operation that meets specific conditions of current
market.” — C3B1,
“We are closer [to private firm]... Yes. There are some criteria applying to a merely

private enterprise. [...] Criteria of effectiveness in whatever is done.” — C3E1.

Changes were successful as the co-operative showed better reflexes to
environmental alterations, its structure was advanced and it became more efficient.
Changes dispersed to the whole body of the organization: executives changed,
administration changed and the structure now differs impressively from the

structure that used to be the time before changes began.
Moreover, the co-operative has been oriented to the development and further

deployment of services which add value to the chain pharmacist-cooperative despite

the fact that this is not the main object of co-operative activities (wholesale trade):
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“as we add and develop this part by offering additional revenue, additional services
for the development and operation of the pharmacy through the cooperative.” —
C3B1.

“The co-operative’s strategy now is to expand to other sections too, that do not
have any relation with the medicine. They have to do with local [farming] products.”

— C3E1.

The development of these services leaves a sense of a more intervening activity in
the retail operations by the co-operative, where a large part of pharmacy’s operation

could be managed by the co-operative:

“We offer our specialized staff to draw up an inventory, we organize the storehouse,
we support the computerizing system and the only thing that the pharmacist has to
do is to adjust to the new data: how to buy and sell products and how to get
economic information about his pharmacy either through his accountant or through

us. We talk about a pharmacy as a well-organized enterprise.” — C3E1.

But the most interesting finding is that changes managed to alter the old co-
operative mode of operation which was the initial intention of the administration
providing that the fundamental choice was to operate “at a purely co-operative level

but at the same time, with purely private economic criteria”:

“[...] we stopped operating with the old cooperative mode, according to which all
members enjoy the same benefits, independently of their participation, their passive
or active function; we changed taking into account each member’s function and the
attitude he takes towards our enterprise. Does one want to invest here? Then, one

will enjoy these services as well as financial benefits and more services.” — C3B1.

Yet, despite the fact that the old co-operative mode changed and the organization
operates closer to a private one, the co-operative character remains active and
strong as well as the difference between the co-operative and other forms of

business organizations:
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“I suppose they [changes] reinforce the differences.]...] Yes, that’s what | believe.” —
C3E],
“So, these are elements which necessarily differentiate among members without

losing the cooperative identity.”, “They enhance them and this is proved recently.” -

C3B1.

Therefore, there were no “centrifugal effects” traced among members. On the
contrary, the organization turned to be more “specialized towards members” and

members are “snatched up from co-operative”.

What it constitutes this “enhanced” difference of the co-operative is its full
dedication to the prosperity and existence of their members. Its whole function is

focused on achieving this aim:

“The aim is offering services [to its members] along with making profit, ok?”, “You
can’t sacrifice everything in the altar of profit and lose customers (pharmacies). |
(the cooperative) will do everything | can to offer to the pharmacies services, so as
to become necessary for them.” — C3E1,

“What we care about is our pharmacies to exist.”, “For example, it [the co-
operative] doesn’t work in only one level, let’s say the level regarding the supply of
some products that the pharmacy needs. It is trying, through its operation, to
highlight some strong points of each pharmacy-member and respectively to add
value through discounts or special offers, developing parts that every pharmacy can
develop depending on the different level that it is placed. Therefore, it is a constant

pursuit.” — C3B1.

Therefore, the co-operative is a “lifeboat”, a “lifeline” or an “island” within a vast and

rough sea which functions as a “point of reference” for the pharmacy-member:

“From the evidence that we already have out of the market conditions, it consists a
point of reference for everyone, for every member that participates all these years in

this course.” — C3B1.
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Co-operative and pharmacy are interdependent and cannot live the one without the

other:

“If pharmacies go bankrupt, then it definitely closes down;, there is not any reason to

exist.” — C3B1,

“[C3] will continue to exist|...] As long as pharmacies exist” — C3E1.

However, it must be mentioned that the executive respondent, elsewhere, does not
refrain from imagining a transformed co-operative which does not need the

pharmacies in their current form in order to exist:

“It [C3} would try to transmute in order to meet other needs [...] At the present, we
are thinking of... not only thinking, but we have already started processes and
activities totally irrelevant to the field of medicine. We are still addressing to the
pharmacies, of course, since they still exist. If pharmacies don’t exist anymore, then

the products we offer may be sold to other kind of stores, as well.” — C3E1.

The particular orientation of the co-operative differentiates it “enormously” from
similar business entities especially entities connected to the dominant economic

paradigm:

“We are far away from a private enterprise. This does not mean that we deny any
positive elements of an enterprise which functions under private-economic criteria.
But we do not have the same goals, let’s say.”, “They [principles and values that
make people active in a co-operative] are not necessarily economical” [...] “Well, it’s
not the profit. Let’s put profit in the end.”, “As an enterprise we have a big
difference. We show the highest possible social responsibility. We feel we have
responsibility towards the society, not because we cause damage but because we

must offer to the society.” — C3E1.

On the contrary, respondents consider that co-operative’s competitors act solely for
the satisfaction of their narrow economic interests and they don’t care for the

pharmacy and its well-being:
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“A private enterprise, a warehouse let’s say, has as a major goal to maximize its
profits, [...]. Its goal is, obviously, to increase the profits.” — C3E1,

“[...] the private owner is interested solely in his profit and nothing else. He doesn’t
care whether the pharmacy earns more or less, whether the pharmacy... He is
interested only in a market in order to sell his products; he doesn’t care whether this
market is pharmacies or export trade or anything else. So what he cares about is

how much money he can put in his pocket from his operations.” — C3B1.

So, the majority of the competitors do not actually constitute a potential danger for
the co-operative. They are focused on easy profitability; therefore they remain
underdeveloped, without the ability to offer novel services to their pharmacies-
clients. Only few private enterprises with organized structure could compete against
the co-operative. However, it was exactly this organized structure and operation
which the co-operative tried to achieve with the changes under study and it finally

did it:

“Personally, | don’t know any private warehouses offering services to the
pharmacies.[...] Private warehouses don’t usually offer services that need at least
much time on the behalf of those who develop them.[...] services which private
enterprises have never, as far as | know, until now developed.”, “the relation with its
customer has no depth” — C3E1,

“a private wholesaler or a multi-shareholder wholesaling company is not able to
offer any of those we were talking about because those add costs in a firm, both

financial and investment costs to create this infrastructure” — C3B1.

For both the respondents, the co-operative is “an ideal case, the ideal firm”
equipped with particular capabilities which enable it to overcome any difficulty,

under any condition in the environment:

“[...]Jwe can work through any difficulty, under any circumstances. By changing few
things in our structure we can rise above the circumstances regarding the newly

created market conditions.” — C3B1,
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“Personally | believe that cooperatives in general can deal with the environment

”

easier than any other private enterprise.”, “...the cooperatives will always play the

most important role.”, “but the [co-operative’s] decisions are always right” — C3E1.

This sense of co-operative’s almighty is only moderated by the acknowledgement of

the problem of delays which is inherent to the co-operative organizations in general:

“There are problems. Problems in decision making, in estimating things, in

implementing things immediately;” — C3B1.

Despite its current and past special achievements, “transformation” is the key-word
for the future aims of the co-operative. The change process that was ignited years
ago cannot stop because the fast changing conditions in the market do not permit
so. The co-operative must be transformed in order to “stay alive in the market” and
keep serving its (also transformed) members. It is implied that its role would be

more active in the operation of the retail unit itself:

“It [co-operative] would try to transmute in order to meet other needs.”, “The only
threat would be if the wholesale trade stopped. Even in this case, the cooperative
would survive through other activities which we are planning.” - C3E1,

“the co-operative could be perfectly transformed into a co-ordinating and logistics
company serving these new entities [merged pharmacies or pharmacies belonging
to a chain] that will be established in the [altered] market conditions in order to

manage the operations of associated or corporate pharmacies.” — C3B1.

Finally, an interesting contradiction rises regarding the concept of members.
Pharmacists-members dominate a large part of the discussions, but their real role as
a part of the organization, which they actually founded and run, is questioned. The
one respondent considers members as an “organic part” of the co-operative but at
the same time he acknowledges that they enter co-operative not because they

believe in the co-operative ideals but because of various gains:
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“..the member who was going to come to us and co-operate with the enterprise,
would not come because of a general and vague acceptance of the co-operative
ideas and nothing else but one would come because of the specific work samples
concerning the enterprise’s operation and the efficiency that one could gain through

this process. That is, the benefits one could have. | believe that this was clear.” —

C3B1.

Hence, some of them come closer to the co-operative but some other act in isolation
and are distanced from it. It depends on how they “realize” new market conditions
and demands.

The other respondent is much more concrete and strict about members’ role. He

places them in the external environment of the organization:

“I consider them as environment”, “No way! They constitute the environment. Why?
Because, as customers, they behave like being the environment and they are
influenced by our external environment...”, “No, they aren’t. They require from us to
be the best in order to gain the money they have given. When they find somebody
else, they may buy from him because he gives more. Hence, | can’t consider them as

part of the enterprise. Ideally, they should be... “— C3E1.

Moreover, their behavior is not only opportunistic against the co-operative but also

short sighted, focused only on their interest and not on the co-operative’s as well:

“Every member might be satisfied with a small warehouse, with a small enterprise,
where it could get everything it needed. A big enterprise might make things more
complicated. Each member would probably want to come here and take the product
from the shelf and then go...it would be more convenient, | mean...but this is a

“narrow” scope of seeing things.” - C3E1.

5.4.4 Concluding remarks

Summing up the outcome of the analysis of the discussion with the respondents

from C3, one could notice the following: The external environment and especially
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market conditions played an important role to change process. However, members’
demands, internal functioning and the aim of administration to be different from a
typical co-operative organization mostly influenced change. The outcome of these
changes was the increased efficiency of the co-operative and mostly the fact that it
meets better the demands of the environment and it comes closer to the operation
of a well-organized IOF which was the target of the administration from the
beginning. Despite this evolution, changes did not alter the co-operative character of
the organization; actually it was enhanced and members got more bind up with the
co-operative while a wide range of services developed in order to facilitate the daily
operations of the pharmacy. This means that the particularity of the co-operative to
exist and act for the interests of its members remains as the top differentiating
factor from other business entities. Its competitors act solely for its profitability and
ignore pharmacists’ interests. Hence, they pose no threat for the co-operative which
is a powerful organization capable to overcome difficulties. Environment used to be
smooth during the period that changes under study occurred but now it turns into a
threatening situation, particularly for the existence of pharmacists-members. This
development creates the need for continuous change aiming to the transformation
of current form of the co-operative, as well as of the pharmacy. By this way both the
existence of the co-operative and the pharmacy-member is secured. Members,
despite the fact that are positioned in the center of co-operative’s planning and
operation, they are hardly considered as a definite part of the inner structure of the

co-operative.

5.5 KEY-INFORMANT’S CONTRIBUTION

5.5.1 The person

The key-informant was a person who witnessed all the stages of recent development
of the pharmaceutical co-operatives in Greece the last two decades; for most of
these years as a member or Head of the Board of Directors in the Federation of the

Greek Pharmaceutical Co-operatives (OSFE) and at the same time as a member or
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Head of the Board of Directors of the largest pharmaceutical co-operative in Greece
and one of the twenty biggest commercial enterprises in the country. At the same
time he owes and runs his own business, an independent pharmacy. His point of
view was crucial for the verification and explanation of the conclusions which were

derived by the respondents of the three case studies. More analytically:

5.5.2 Basic interpretation of data

Key-informant considers that certain developments in the environment of the co-
operatives led to certain changes like those under study. The most important of
them was a world-wide turn to forms of participatory economy in order to escape
from world economy’s dead-ends as well as an effort from the co-operatives to
escape from dead-ends and obstacles that the dominant economic and

governmental environment put to their development and growth:

“..a debate began on Rifkin's suggestion that the solution to the problems of the
current phase of the capitalist system is to return to participatory economy [...]

The second reason was that a huge embarrassment to the predominant form of
economic development was created by finding huge cooperative ventures in the first

level of economic enterprises.”

It is interesting to mention that besides those developments in the environment,
there were also some special features within it that offered protection to the co-
operatives and at the same time they enabled their change. Greek market was a
small one, of rather compradorial character and protective for middle-class
entrepreneurs like the pharmacists. All these prevented big multinational
competitors from entering the pharmaceutical wholesale market and dominating it.
Co-operatives had the space and time to grow and change using their own slow

tempo inherent to this organizational form:

“As pharmacists’ cooperative movements generally followed similar paths, [...] it
seems that this was based on non-high centralization in economic activity like the

one which is observed in Anglo-Saxon, North American and other countries. Here, in
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southern countries, we didn’t have the capitalist ... the capitalist accumulation
which got huge scale in the U.S. and Anglo-Saxon world. This gave us, therefore,
opportunities to grow through holes in the system”, “There would be the problem of
small domestic market. Two projects that were implemented [by
multinationals],|[...], led to failure precisely because of the singularity of the national
characteristics regarding the middle-class social formation of the pharmacists who
they did not want to give power - came into their hands through the cooperatives -
back to a private businessman, even capital company.”, “This very Greek economy

functions clearly as a comprador [...]Jthis gave opportunities to other more introvert

efforts like ours to be created, developed and take huge market share.”

But now, the combination of problematic features of the environment used to be,
like the governmental indifference against co-operatives and the non-stable rules
which cause planning inability, with new characteristics merely imposed by the
world financial crisis, such as: fast changing economy, great lack of funding
resources, extended social spending cuts, shrinkage of insurance systems, possible
change of the rather protective legal framework, etc., creates a danger situation for
the co-operatives. In the society that will be formed during and after crisis,
companies with old-style management, like traditional co-operatives, will face
severe problems. Especially, the pharmaceutical co-operatives which work as
intermediaries will face the possibility of extinction or the possibility of losing the
common ownership characteristic and become an IOF. The respondent is sure that
not all of the co-operatives will survive crisis as a result that not all of the pharmacies

will:

“Therefore, the first question arises: In the forthcoming economic environment, will
there still be our potential clients — the pharmacies - as they were? Straight answer:
no. Will 27 cooperatives with 47 distribution centers still remain? Straight answer:
no. Will 350 pharmaceutical agents or producers remain? Straight answer: no. Will
72 insurance companies remain? No. Even now as we speak, they hardly have been
five.”, “Given that since the late '90s in pan-European and Greek level, it is not
forbidden anymore for other legal entities to be shareholders of the cooperative. In
Spain and Portugal, in Italy and Greece there is the ability of legal persons to be

shareholders of the cooperative. This involves huge risks. | say it allusively.”
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Therefore, the call for radical changes in structure and operation of the co-
operatives, which will distance them from the traditional form, becomes more
intense; actually, it becomes a matter of survival both for themselves and for their

pharmacy-members:

“What we took advantage against them [private firms] in the phase of the '80s, '90,
'00’s, there is the danger to suffer from, today; the inability of transforming our
companies from “family” ones - closed systems of pharmacists of this and that area
- to companies capable, flexible and quick in their decisions to adapt to the new
environment coming. What | mean is that if we do not do so, we shall not exist.

Those who will not do it, they will not exist either.”

Beyond all these, the respondent also acknowledges the impact of inner dynamics to
change initiation, especially efforts from the co-operatives to overcome the
bureaucratic and inflexible style of management that the traditional form of the co-
operative organization imposes as well as to overcome problems that are related to
the enlargement of the co-operative and follow the demand for social enhancement

of their members:

“They [co-operatives] tried to find new forms of cooperation and overcome the
difficulties and the bureaucracy that the Green Book system created.”, “They had
either to invest their profits or to find other forms ... to be able to stimulate the
members.”, “[...]Now, it is an enormous, world-class power. Well, that led them to
look for new forms in general, especially through the motivation of optional portions

and investment shares.”

The respondent pays great attention to the particularity of the co-operative
organization comparing with the dominant economic system and the dominant form
of enterprises. Co-operatives have a “social dimension” which is “is counter to the
prevailing form of capital accumulation” and especially to what he calls “deification
of individuality” which is responsible for the current global crisis. Although they

function as capitalist firms in the way that they operate and the way they create
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surplus value, this value is distributed in a different way to the member-patrons of
the firm. This fact constitutes the major difference from all other forms of
enterprises. Co-operatives form a “mound” in behalf of their members and function
as a “leaven” for the request of “new collectives” which will resolve the problems
created by economic individualism. In the core of the co-operative enterprise lies the

concept of the common ownership which arose from real needs of their members:

“The pharmaceutical cooperatives were emerged by real needs of the pharmacies of

the '70s and ‘80s”

On the contrary, the privately-owned wholesalers which are the main competitors of
the co-operatives function totally different. They are focused solely on profits so
they develop an opportunistic behavior which often falls back against pharmacies’

interests:

“in the cooperative, the emerging surplus value [...] is distributed in the 100, 200,
300 members while in the private pharmaceutical wholesaler, whatever the surplus
value is, it goes to the pocket of one person or one family. They are not companies”,
“that time wholesalers and distributors of products, mainly the industry, were not

concerned at all with outlets. Pharmacies had to get bleed to get medicines.”

Moreover, he hardly considers the competitors superior to the co-operatives. They
are rather family businesses, organizationally underdeveloped which produce no

fear. As he explicitly stated:

“our capitalists had been more stupid than us [the co-operatives].”, “| would not be
frightened by no competition, at least speaking personally regarding the
responsibility | have about the strategy in the country level or the responsibility |

have in my own cooperative.”

And this is a good reason which explains why the co-operatives have prevailed the
Greek pharmaceutical market so far. However, he acknowledges that there are

weaknesses inherent to the co-operative organizations which grow as the co-
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operatives getting larger; and this is what happened to the co-operatives under

study:

“This creates, then, handicap when you reach a point of enlargement at which you
are unable to follow the possible needs of the financial system in power.”, “[The
danger lies not in changes but it is hidden] in our weakness, because of our multi-

shareholder form”

As a consequence, he proceeds with a series of negative characteristics which create
a possibly dangerous situation. The traditional form of the co-operatives has reached
its boundaries and leaves the co-operative behind the developments of our times. It
is incompatible to the current economic trends and its incompatibilities (e.g.
difficulty to increase equity by its own members, lack of technostructure, etc.) create

the “risk of paralysis” for the organization:

“All of us relied on the Green Paper of Cooperatives during the 70's, 80's when these
cooperatives were set up. But it turned out to have some boundaries.”, “This
[inability to increase equity unthinkable in a flowing, moving, fast, and easily

adjustable economy...”

Administrations are “cumbersome”, work in inertia and are “unable to update” or to
form a “new imperative” for their co-operatives. And this becomes a “scary”

situation:

“The developments are so fast that even the leaders are unable to capture, decode
them and transform them into a new imperative. An additional inefficient element is
that many cooperatives do not have the technostructure that would provide these
elements of analysis and synthesis that any elected administration is unable to do
by itself. Today, it is more blatant than ever, for the cooperatives which have not
adapted a pyramidal structure or have built a pyramidal structure with slow rates of
renewal, the inability to adapt to new conditions and to the emergence of the new

financial reality. This is the point that scares me most of all.”
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The conclusion of this assessment is that co-operatives cannot continue with their
present form and should adapt or be transformed, otherwise their existence is
qguestioned and they may either vanish or lose their co-operative character and be

captured by private interests:

“So, in the phase of shrinkage we cannot, by any law of the economy, no matter
how we will approach them, either with the brutal neo-liberal model, or with more
social approaches of managing the economy, we cannot keep these firms as they
are.”, “Whoever does not adapt to the speed and the finding of new co-operation
that create new gains will leave the game.”, “On the other hand there is a serious
concern and we have the example in England and in Holland, whether opening the
equity to capital stock market, even in a minority level, will or will not result to the

loss of the cooperative nature of these companies.

Therefore, pharmaceutical co-operatives have a difficult and complex task to
perform. They must act quickly and leave behind their “bureaucratic form” and slow
reflexes and find novel solutions to their problems. They must “find new forms of
funding”; proceed with “synergies” with the primary sector and the industry, as well

750

as among them in national and “pan-European level”; “develop new activities”>" and

“enter production” field besides wholesale trade. But, everything must be done in a
way that the co-operative will not cross the red line and lose its co-operative nature

or become an IOF:

“This is something that is socially acceptable, rationally acceptable and
entrepreneurially useful; without disputing the core of cooperative ownership, joint
ownership and distribution of surplus value, which is an essential tool to preserve
the cooperative character. We must not become investor owned firms both for

economic and social reasons, especially in sectors like ours.”

50 .. . . ..
“this is a new situation that creates performance problems and therefore new activities and new
areas of greater surplus and new forms of constitution of our capital structure are required.”
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On the contrary, radical changes must aim to preserve their difference from other
business organization forms, remove egotism, and help acquire a new collective

adjusted to the demands of the new era:

“They [co-operatives] should keep their difference, yet by using tools of a new
type.”, “In this country, with this bankrupt regime - a process that will last at least
30 years - if we, who already have the leaven and have shown practical results, do
not manage to find a new collective by using new tools for capital structure and
accumulation, we will find ourselves in a financial dead-end-street; it will be also
socially criminal for us; [...] During this phase [...] we should develop a political,
social discourse tied to a vision of social outcomes that will lead us one step further.

Unless we do it, both jobs and posts will be lost.”

The ultimate objective is to ensure their members’ survival, hence theirs. This
implicitly ascribes the co-operatives with a particular capability to secure members’
existence despite their rather simple traditional role as co-operative wholesaling
units; hence, it implies a different function, more focused on retail operations, than

the one used to possess till now:

“Therefore, the challenge for cooperatives is: the strategic objective is to maintain
their points of sale, their shareholders’ points of sale in the market, competitive to
the non-cooperative ones and the second to make such a centralization of capital so
as to create new capital gains, if not up to the lost amount due to the recession, but
at least at a level where it would be meaningful and effective for those who

participate /who are members.”

An interesting conclusion also derives by the indication of the change process as a
procedure which was mainly pulled by avant-garde of executives and administrators
without a full awareness by the co-operatives’ members. In some cases, members
realized the changes and participated to the process but in some other cases,
changes happened within an environment of members’ indifference. The respondent
considers this awkward phenomenon as the outcome of a general trend among

members, in the era of prosperity, to underestimate or neglect the role of their co-
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operative. They used to behave mostly as customers instead of shareholders.
However, he strongly believes that co-operative becomes “a matter of life” for
pharmacists in the current era of recession and they will realize it and tight their

bonds with the co-operative:

“In the expansion phase of the economy the concept of the customer dominated.
The other two [investor, shareholder] were inferior although extremely efficient. In
the shrinkage phase, when the primary activity is disputed - throughout the margin
reduction, the intervention in prices, the turnover reduction — then, the other two

take on new dimensions for the same person.”

5.5.3 Concluding remarks

Summing up the outcome of the above analysis, the key-informant acknowledges
the fact that changes in the co-operatives were aligned with equivalent changes or
situations in the external environment. However, there is no reference to a
comprehensive change plan or to pressing external situations. On the contrary, the
environment used to be rather protective and safe for the co-operatives, while their
competitors were weak and shortsighted, and the role of avant-garde and internal
organizational necessities was important enough. Although changes were useful and
based on real needs, radical alterations in the external environment cause a constant
demand for more radical changes in the structure and operation of the co-
operatives. They have to overcome the inherent disadvantages and negative
characteristics of the traditional co-operative organization, adapt, and be
transformed. By doing so, they increase the possibilities to survive and, most, of all,
to help their pharmacy-members survive. At the same time, they run the risk to
convert to IOFs. Hence, the demand for radical changes meets its limits where
changes could jeopardize the very nature of the co-operative, which is the common
ownership of its users. Co-operatives must preserve their particularities which
distinguish them from other business entities considering that they possess a social

dimension that distances them from conventional forms of capital accumulation.
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Finally, pharmacy-members run the risk of extinction within new circumstances and
need a strong co-operative to enhance their existence. However, they used to
behave not as founders and shareholders but as simple customers. In many change

cases, members were indifferent or unaware of them.

5.6 COMBINING RESULTS

5.6.1 Common features

Taking a closer look at the discussion, one can indicate the following interesting
findings referring to almost every respondent in every case. First, the expressions
‘member’, ‘pharmacy/pharmacist’, ‘customer’ are used by the respondents
interchangeably in order to mark the condition of the membership to the co-

operative.

Second, the term ‘co-operative’ as the particular business unit that the respondents
work for and the term ‘co-operative(s)’ as a type of business organization are very
often used without distinction. During the conversation the subject ‘we’ means
interchangeably ‘my co-operative’ and ‘pharmaceutical co-operatives’, in general.
Very often, a question about the respondent’s co-operative follows an answer about
co-operatives, in general. The identical character of each organization seems to be

melt in the pot of the organizational form.

Third, the respondents acknowledge as a distinct and important feature of change
the orientation to services or products which are different from the main scope of
their co-operatives (wholesale activities), although this factor was not explicitly
introduced in the preliminary questionnaire or the design of semi-structured

interviews.

Fourth, the identification of the type of changes that the co-operatives under study

have experienced (Tables: 5.1, 5.2, 5.3: pp. 131, 144, 159), as well as interviewees’
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responses (including the key-informant’s) reveal a common tendency: the co-
operatives have implicitly engaged in the activities of pharmaceutical retail sector,
either by establishing /participating in virtual pharmacy chains (C1 and C2) or by
stating their aim to exercise stronger control over the management of their
pharmacy-members. It used to be the retailers (pharmacists) who established the co-
operatives in order to organize their supplies in an effective and profitable manner.
But now, it is the co-operatives which intervene in the retail market in order to help
pharmacies organize and transmute their retail activity; hence, ensure their

existence.

5.6.2 Emerging (sub)categories

In sections 5.2.3,5.2.4,5.3.3,5.3.4,5.4.3,5.4.4 (pp. 134, 142, 146, 157, 161, 170) the
basic interpretation of data and the concluding remarks which summarize the
analysis of the transcribed material coming from the interviews with the
respondents of the three selected cases were presented. While in sections 5.5.2 and
5.5.3 (p. 172 and p. 179) the same occured for data coming from the interview with
the key-informant. The next and most demanding step was to combine the outcome
of the analysis of each text of each case and identify emerged categories which are
common for all three cases and strengthened or verified by key-informant’s
arguments. Behind this, there is a very analytical and complicated procedure which
rests in the coding process of each text and the subsequent emergence of
categories. The whole scheme of analysis was extensively presented in Chapter 3
while the coding process as well as the formation of categories regarding each text is
analytically shown in APPENDIX VI.

In the following table, the main findings of each case as well as the key-informant’s,
are presented in a cohesive way which leads to and schematically explains the
formation of the categories. They are organized and matched together according to
the organizational issues which they are related to in the basis of common features
(hence categories). The selection of those issues is not arbitrary but closely related

to the main research question and assumptions of thesis, as well as connected with
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core conceptualizations of the adopted theoretical framework under the following
scheme: environment — organization (co-operative) — process (change). Suffice to
say, that the findings illustrated in the table as well as the correlation of each of
them with a special organizational issue are an outcome of my personal perception

of respondents’ arguments and explanations.
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Main Findings C1

Main Findings C2

Main Findings C3

Main Findings INF

(Sub)Categories

Environmental influence

Environmental influence

Environmental influence

Environmental influence

Competition’s role

Competition’s role

Avoid obstacles

External demands for

change

Internal necessities

Internal necessities

Internal necessities

Internal necessities

Members’ needs

Members’ needs

Members’ needs

Members’ needs

Internal function

Need to avoid stereotype

Internal nature of change

Not a typical linear attitude

Not a typical linear attitude

Typical linear attitude

Proactive character

Proactive character

No comprehensive change

plan

Absence of reference to a

change plan

Evolutionary  character

Unplanned paths

/

No reference to a

comprehensive change plan

Matter of avant-garde and

intuition

Matter of innovative people

Matter of people

Matter of avant-garde

Alternatives existed

Alternatives existed

Alternatives existed

Constant call

Restricted by co-operative’s

particular characteristics

Restricted by co-operative’s

particular characteristics

Restricted by co-operative’s

particular characteristics

Change process

Always successful

Always successful

Always successful

Useful

Change results
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Function enriched

Everything changed

Closer to environmental

demands

Closer to environmental

demands

Closer to environmental

demands

Closer to environmental

demands

Closer to the operation of

privately-owned firms

Closer to the operation of

privately-owned firms

Closer to the operation of

privately-owned firms

Closer to the operation of

privately-owned firms

Co-operative character not

altered

Co-operative character not

altered

Co-operative character not

altered

Co-operative character not

altered

Distanced from old co-

operative mode

Unprecedented threats and

Unprecedented threats and

New threats and new

Major threats and new

new challenges new challenges challenges challenges

Threats for members’ | Threats for members’ | Threats for members’ | Threats for members’
existence existence existence existence

Quite fluid Quite fluid Fast changing

Positive for the co-operative

Positive for the co-operative

Positive for the co-operative

Protective once

Deification of individuality

Will change in impressive

manner

Will change impressively

Negative role of

governments

Negative role of governments
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Competitors focused solely

on profits

Competitors focused solely

on profits

Competitors focused solely on

profits

Competitors focused solely

on profits

Competitors opportunistic

Competitors opportunistic

Competitors  follow and

imitate co-operative

Competitors underdeveloped

Competitors weak

No threat from competitors

Hard  competition  from

private wholesalers

Emerging competition from

pharmaceutical industry

Features of the

competition

Exists to support the

interests of its members

Full commitment to the
support and service of its

members

Full commitment to the
support and service of its

members

Exists for real needs of its

members

Co-operative and pharmacy

interdependent

Co-operative and pharmacy

interdependent

Co-operative and pharmacy

interdependent

Co-operative and pharmacy

interdependent

Completely different from

similar enterprises

Completely different from

similar enterprises

Completely different from

similar enterprises

Completely different from

similar enterprises

Distanced  from  typical

business organizations

Social dimension

Preserves non-economic

Preserves non-economic
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values

values

Not pure private enterprise

Not pure capitalist enterprise

Co-operative function with

private economy criteria

Not focused on profits

Not focused on profits

Balance between the
interests of its members and

its own interest

Balance between profits and

members’ needs

Existence and survival | Existence and survival | Powerful and ideal
guaranteed guaranteed organization
Existence questioned
Key form of intervention Organization form of Key tool for members’
multiple intervention survival
Special achievements Special achievements Special achievements
Great delays in decision | Great delays in decision | Great delays in decision
Co-operative’s self-
making making making
assessment
Administration responsible | Administration responsible Administration’s

for inefficiencies

for inefficiencies

responsibility
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Co-operative nature

responsible for inefficiencies

Cumbersomeness

Lack of technostructure

Traditional form outdated

Possible radical changes and

transformation

Must continue radical

change and be transformed

Must continue radical change

and be transformed

Possible radical changes and

transformation

Aims to enhance survival

and help members stay alive

Aims to enhance survival and

help members stay alive

Aims to enhance survival and

help members stay alive

Aims to enhance survival and

help members stay alive

Should intervene in

pharmacies’ operation

Should undertake co-
ordinating role for the retail

units

Aims to change without

changing its character

Aims to reproduce its

difference

Must be transformed without

changing its character

Demand for new tools

Co-operative’s aims

Members show less concern
for the co-operative than

their business

Members show less concern
for the co-operative than their

business

Members seek for gains

Members hardly belong to

Members not actually inner

Members not actually inner

Members behave as

Perception of its members

187




CHAPTER 5

FINDINGS

the inner

organization

part

of

the

part of organization

part of organization

customers, not shareholders

Members unaware of

changes

Table 5.4: Main findings organized in sub-categories
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Ten categories were shaped within this intensive analytical process, consisted by
data which share commonalities:

e External demands for change

e Internal nature of change

e Change process

e Change results

e Features of the environment

e Features of competition

e Co-operative’s essence

e Co-operative’s self-assessment

e Co-operative’s aims

e Perception of its members

Allocating codes in these categories was not a random process. Emerging categories
are strongly consistent both with the main concepts of the present research project
which are co-operatives and change, and the social systems theoretical framework
which puts the distinction system (co-operative organization)/environment in the
center of any endeavor to explain how organizational phenomena like change
emerge. Moreover, they are consistent with the pattern of questions which were
asked in order to orient conversation with the respondents. The identification of
each category as well as the conclusions of the discussions referring to each of these

is as follows:

External demands for change. This code category describes situations in the

environment of the co-operative which caused demands for change. This type of
responses emerged mostly in relation to questions about a potential tempo of

change, the external/internal character of it and a potential adaptive character of it.

It is definitely acknowledged by the respondents that indeed there is an adaptive and
responsive (to the environment) character of change. The co-operative has to follow

alterations or demands created within the overall environment it functions within;
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be it economic, political, societal or commercial. Very often, it is the competition
from privately-owned wholesalers which ignites the change process while in other
occasions it is a maneuver of the co-operative to avoid obstacles that the

environment puts in its development

Internal nature of change. This code category describes factors of change ascribed to

the internal sphere of the co-operative. This type of responses emerged in relation
to questions about whether the pressure for change came from outside or from
inside, the characteristics of the environment of the co-operative and whether in

decisions about change were any alternatives or not.

Despite the fact that the respondents widely acknowledge the key role that external
factors have played, at the same time they argue that the inner formation and
workings of the co-operative and the dynamics derived by these, played a significant
role in the change process, too. Especially the need to meet members-patrons’
needs holds the top position in the relevant argument. Therefore, change has been

influenced both by the environment and the inner dynamics of the co-operative.

Change process. This code category describes elements of the change process and

the way it unfolds. This type of responses emerged in relation to questions about
whether the co-operative responded to its environment, whether a causal sequence
in changes exists, whether in decisions about change there were any alternatives or
not, the way the co-operative faces its environment and its reaction to radical

environmental changes.

One can identify a rather contradicting view about whether the change process was
actually planned and had a sequential mode or not. However, from the in-depth
analysis of the discussions it is implied that a comprehensive plan of change probably
either did not actually exist or it was not followed to the letter. It was mostly the
intuitive, proactive and innovative role that small groups of people — avant-garde —
among the executives and the administrators of the co-operatives, played to the

deployment of change process. Moreover, the majority of the respondents reject the
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idea of a one-way change route as they clearly acknowledge the existence of
equivalent alternatives. The potential solutions were eventually restricted by the

very nature of the co-operative as a mutual organization.

Change results. This code category describes respondents’ evaluation of the change

process regarding its existing or potential outcome. This type of responses emerged
in relation to questions about whether the change process led the co-operative
closer to environmental demands as well as closer to the way private wholesalers
work and the way the co-operative faces its environment and its reaction to radical

environmental changes.

Changes that occurred were definitely successful, affected the co-operatives
positively, and enhanced their function, their efficiency and their ability to survive in
changing situations. They helped the co-operatives to be closer to the environment
and its demands. The respondents are also fully aware of the fact that these changes
led the co-operatives to be closer to the operation of a private firm. However, and
most interestingly of all, the co-operatives still preserve — even enhance - their
constitutional difference from private firms. The co-operatives changed impressively

but their co-operative character is immune to those changes.

Features of the environment. This code category describes prominent or distinctive

elements as well as the main characteristics of the environment of the co-operative
as they are perceived by the respondents. This type of responses emerged in relation
to questions about the characteristics of the environment of the co-operative,
whether the change process led the co-operative closer to environmental demands,
the role of the environment in decision making, its reaction to radical environmental

changes as well as changes to the environment of their members.

The respondents keep an ambiguous stance towards the environment. They speak
about environmental demands and conditions that influenced the change initiation
but at the same time they consider that the environment used to have positive

features for the co-operatives which protected their development and the change
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process under study. For some of them the environment is still positive for the co-
operatives, in spite of the big alterations occurred the last few years. However, they
also admit that, whether the environment used to have negative features also in the
past or these are the outcome of recent politic-economic development (national
fiscal crisis, global crisis, governmental decisions) it now becomes turbulent, fluid,
fast changing, obscure and involves risks for the co-operatives. The main and
constant source of their anxiety is the fact that the recent environmental changes
create potentially dangerous situations for their members-patrons which may threat
their current form and their existence. Thus, the change process has not been

completed but it needs to continue within novel conditions.

Features of the competition. This code category describes prominent or distinctive

elements of a specific part of the environment of the co-operative as they are
perceived by the respondents, namely the competitors. In a state regulated market
as the pharmaceutical retail one, in which prices and margins are completely fixed by
health authorities, competition is limited to few areas — mostly to credit lines and
services — and because of it, it becomes harsh and of major importance for the
evolution and the survival of the organization. It’s worth mentioning that for a lot of
the respondents, the first reaction to questions regarding the environment was to
think of the competition (namely, privately-owned pharmaceutical enterprises, be it
single proprietorships, partnerships or joint-stock companies). This is the reason why
this category is presented distinctively from the other features of the environment.
This type of responses emerged in relation to questions about the characteristics of
the environment of the co-operative, whether the change process led the co-
operative closer to the way private wholesalers work, the main difference between

co-operatives and IOFs and its reaction to radical environmental changes.

What is perceived as competitors’” main characteristic is their only and fully
dedication to profitable activities which often ends up to an opportunistic behavior
or to a behavior hostile against pharmacies; an issue of a major importance for the
co-operatives. Co-operatives seem to pose a limit to the ‘private greed’. Therefore,

and despite the harsh competition, the respondents do not acknowledge any
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superiority or threat from the private firms that compete against the co-operatives.
On the contrary, one can identify a wide-spread sense of disdain against the true
capabilities of the competitors which matches with a type of moral disdain because

of their immanent orientation to profit making.

Co-operative’s essence. This code category describes the attributes that make the co-

operative what it fundamentally is. This type of response emerged in relation to
guestions about the relationship between co-operative and its members, the main
difference between co-operatives and |OFs, future changes in its form as well as

about its reaction to radical environmental changes.

The most indicating, clear and universal finding is the co-operative’s absolute and
fully dedication to its members and their interests which subsequently constitutes its
major difference from similar organizations and other business entities. This
dedication to members’ interests produces phrases that could validly serve as self-
descriptions of the co-operative (“steady island”, “wall”, “lifeboat”, “bulwark”, etc.)
Within this framework, the operations of the co-operative and those of members’
businesses are interdependent and interrelated. The co-operative remains a key
form of multiple intervention in the market, on behalf of its members’ interests
which can secure their survival. A sense of a completely different organizational form
becomes immanent; different from other organizations performing the same tasks,
inconsistent to other organizational forms especially IOFs, but also different per se.
The co-operative may try to balance between the interests of its members and the
pursuit of its own interests and its efficiency as a typical (though peculiar) firm does,
but it also embodies not trivial social dimensions and preserves non-economic
values. This fact distances the co-operative a lot from a pure capitalistic enterprise.
Not surprisingly, a sense of a powerful and ideal organization, capable to overcome

any difficulty, is implied (or clearly stated).

Co-operative’s self-assessment. This code category describes an orientation in which

the respondents as active and high-ranked members of the co-operative

organization assess the co-operative itself according to a set of standards which does
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not take into account external judgments. This type of responses emerged in relation
to questions about members’ attitude towards the co-operative, the role of the
environment in decision making, the role of the administration in decision making

and the way the co-operative faces its environment.

Analyzing the responses, one can identify the belief that co-operatives can present
special achievements which secure its survival as a business entity, serve the
interests of its members and help them play successfully their intervening role in the
market. These achievements are properly enhanced by the outcome of the change
process, too. However, there is a strong negative assessment for the capability of the
co-operatives to overcome delays in decision making and show good reflexes when it
is needed. This problematic situation rises to alarm level when environment
becomes turbulent and needs fast responses. For some of the respondents the
problems are ascribed to the administration (pharmacists - members of the Board).
While for some others, problems arise from discrepancies inherent to the traditional
co-operative organizational form. Reasonably, this assessment ends up to an urgent
call for changing co-operative’s function and structure and for some of the

respondents it takes the character of a grave necessity.

Co-operative’s aims. This code category describes points towards which co-

operative’s change efforts are or should be directed or restricted. This type of
response emerged in relation to questions about the way the co-operative reacts to
its environment, the role of the environment in decision making, the main
differences between co-operatives and IOFs and a probable alteration of them

because of change efforts.

Most of the respondents share the estimation that co-operatives must continue
changes to different directions and even speed up. Transformation, innovation,
constant renewal, strategic partnership, developing new products and services, joint
companies, etc., are concepts that the respondents are not afraid to use when
speaking for the aims of future change efforts of their co-operatives. Almost all of

them recognize the need for a partial or even complete transformation of their co-
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operatives. They are fully aware of the fact that changes must be continued
following the same path that leaves behind the traditional form of the co-operative.
These efforts mainly should aim at the enhancing or survival of their member-
patrons who should also change their current form of operation. This would ascribe
the co-operative organization a different and most sophisticated role than the one of
a simple wholesaler; they would be more actively involved in the operations of the
retail unit-pharmacy. However, there is a strong warning that the limit where the
mutual character of the co-operative is threatened constitutes also the outer limit of

these objectives.

Perception of its members. This code category describes the way that the co-

operative as an organization perceives its patron-members, i.e. the pharmacists. This
type of responses emerged mostly in relation to questions about the leading force of
change (environment/inner necessity), the factors that influence decision making,
the placement of members (internal/external to co-operative) as well as the main

difference between co-operatives and IOFs (investor owned firms).

From the responses a major contradiction to the commonsensical thinking about co-
operatives arises. Members, who are the founders, customers and governors of the
co-operative, are placed either explicitly outside the organization, in its environment,
or in an intermediate position depending on the way that they use or benefit from
the co-operative, on members’ ideology, on trust, etc. Moreover, one can identify a
skeptical or even critical stance regarding members’ behavior against the market and
the co-operative in the way that they often show indifference for co-operative’s
matters or prove an opportunistic and short-sighted attitude; both as simple

members and sometimes as members of the administration.

5.6.3 Emerging categories

The abovementioned categories were actually sub-categories that subsequently

sorted and abstracted into three larger categories:
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e the individuality and self-perception of the co-operative (co-operative
identity)
e the construct of change

e the perception of the environment

The way that these categories were shaped is shown in the following table:

SUB-CATEGORIES CATEGORIES

Perception of its members

Co-operative’s self-assessment
Individuality and Self-perception

Co-operative’s essence

Co-operative’s aims

External demands for change

Internal character of change

Construct of Change
Change results

Change process

Features of competition
Perception of the Environment

Features of the environment

Table 5.5: Reduction of sub-categories to categories

Once again, the emerging large categories are strongly consistent with core elements
of the social systems theoretical framework that were presented elsewhere and a
further analysis would be evolved based on these elements so the outcome to be
theoretically consistent. The identification of each category as well as the

conclusions of the discussions referring to each of these is as follows:

Individuality and self-perception. This category describes various steps of a process

which converge to the distinctiveness and the self-understanding of the co-

operative, hence the largest part of its identity. This is the way that the co-operative

196




CHAPTER 5 FINDINGS

develops idiosyncratic structures and understands itself by interpreting information
coming from various sources: environment, change process, organizational life,
organizational structure, etc. This process produces an image of the co-operative

which is expressed by the respondent.

The co-operative is been understood as an organization fully dedicated to its
members and because of this, different from any conventional organizational form;
even distinctive within the overall economic environment in which it functions. The
co-operative is not only an organization which is committed to the overall service
and empowerment of its members-patrons but it also reproduces and enhances the
difference between itself and the others strictly through this relation with its
members. However, despite the immanent self-description of a co-operative—
servant of its members or within this self-description, one could find out explicit
evidence which present an organization that was established by members-patrons
but it exceeds itself beyond or outside them. Co-operative organization seems to be
aware both of the importance of problematic situations in decision making which
impose dangers for the reproduction of its existence and of the need for a constant
change. At the same time, the sense of organizational uniqueness as well as the
acknowledgement of co-operative’s special achievements based on its mutual

character, seems to create subsequently a sense of a rather powerful organization.

Construct of change. This category describes a concrete image of what is observed as

being change in co-operatives, formed from the outcome of the analysis of the (sub)

categories that were integrated into this larger category.

One could find contradicting views about the priority of environmental factors or
inner dynamics and members’ demands in change process as well as about the
sequential and planned character of it. Moreover, it is widely acknowledged that
change efforts were successful though there were alternatives to the solutions finally
given. They definitely led to a closer relation to demands coming from the
environment, even to an evident similarity with other business entities distinct to the

co-operative organization until now. However, a most interesting finding is that

197



CHAPTER 5 FINDINGS

despite these organizational changes which lead the co-operative form closer to an
IOF form, respondents are completely sure that the fundamental difference between

the co-operative and a private firm remains active, even enhanced.

Perception of the environment. This category describes the way that the co-operative

organization evaluates and store information about its environment so that the

environment becomes an internal construction in the system.

The responses indicate a certain ambiguity regarding the way the environment is
perceived. When changes occurred, the environment seemed to be rather positive,
or indifferent or at least with easily manageable negative features towards the co-
operatives. The last few years, due to the current economic disorder, it is considered
very turbulent, fluid and risky; a state where dangers concerning the co-operatives
are involved; and above all, and of a great concern of the respondents, dangers
concerning the pharmacy-member which threaten its current form, its operation,
even its existence. The factor ‘competition’, especially this which is related to the
opponent organizational form, the investor or private owned wholesalers who are
strictly focused on profitable activities, is underestimated (particularly comparing
with competition threats coming from new competitors, e.g. the pharmaceutical
industry itself). The co-operatives seem to be one step ahead the competition from

private firms.

5.6.4 Themes

Taking a closer look at the findings, one could identify certain key themes:
‘members’, ‘survival’, ‘co-operative character’, ‘competition’. Their existence is
traced in almost any of the three categories presented above. However, only the
theme ‘members’ has the explicit, extending, interconnecting and universal
character which offers a robust interpretation of the collected and analyzed data:
‘Members’ constitute the fundamental element of the co-operative and the main

interest of its function and activity; they shape its distinct character as organization
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comparing with other organizational forms; their survival in the market and the
survival of the co-operative is strongly interconnected through their
interdependency; their existence and their service offer the co-operative an
advantage against the competition from private firms. As a consequence, any other
potential theme like the ones mentioned above, can be only seen through or in the
basis of the dominant position of the theme ‘members’.

The emergence of this particular theme serves as the direction indicator for the
interpretation of the findings regarding organizational change in the co-operatives

under study that will follow.
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CHAPTER SIX

DISCUSSION

“There are no facts, only interpretations”

F. Nitzsche

6.1 OVERVIEW

This chapter of the thesis begins with a brief summary of the research undertaken
and then proceeds to a further examination of the findings of Chapter 5. Findings are
connected with the literature and the contradictions, paradoxes and theoretical
tensions which are revealed from this process are analyzed by the conceptual means
of Social Systems Theory (SST). Then, the analysis, always within the theoretical
framework of SST, focuses particularly on the construction of notion of ‘members’
inside the co-operative organization and on the revelation of its systemic function.
Finally, these novel explanations are reflected back to the organizational aspects of

SST.

6.2 SUMMARY OF THE RESEARCH UNDERTAKEN

The main question underlying this study is:

How does change unfold in the co-operative organization?

The initial main research question was turned into the following research
assumptions:

Organizational change in co-operatives follows a logic inherent in the particularities
of the production and reproduction of the co-operative organizational form.

And
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Change in co-operatives is mostly the emergent outcome of the inner workings of the
system instead of the outcome of a linear, environmentally imposed and manageable

Process.

The above assumptions were operationalized by introducing the following research
(sub-) questions:

Q1: How do co-operatives internally construct their external environment?

Q2: How do co-operatives perceive changes in their organization?

Q3: How do conditions for decision communication change when co-operatives
perceive external environment as increasingly complex, vague and turbulent?

Q4: How is the co-operative/environment distinction, hence the boundaries of a co-
operative organization, constantly reproduced during a change process?

Q5: How do the decision premises of the co-operative organization affect the change

process and how are they affected by it?

The research focused on a particular type of co-operatives, the pharmaceutical co-
operatives, which are actually retailer-owned co-operatives established and
controlled by numerous pharmacists who run their own independent retail stores
(pharmacies). The nature of the research questions and the theoretical framework
that was adopted (SST) led to the study of three cases — Greek pharmaceutical co-
operatives which have experienced a series of changes the last two decades — within
a qualitative research framework. Data from each case were collected through semi-
structured interviews with top executives and members of Board. The whole
endeavor was enhanced by interviewing a key-informant from the co-operative
sector of the pharmaceutical wholesale trade. The transcribed data from the
interviews were analyzed through a qualitative content analysis in which the coding
of the material, the formulation of categories, and the emergence of main themes
were the central processes. The results from the data analysis were presented and

processed in Chapter 5.
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6.3 CONNECTING FINDINGS WITH LITERATURE

Data gathered by the preliminary actions of the research (questionnaire, meetings
with persons in charge, informal conversations etc.), as well as data derived from the
interviews analysis, indicate a pattern of changes which distance the co-operatives
under study from the traditional model. The typologies proposed by scholars of
change in co-operatives, which were presented in Chapter 3 and were finally
synthesized in the typology shown in Table 3.3 (p. 70), are affirmed in a large degree
as well as the relative change trend (from the traditional to the entrepreneurial
model). Those findings not only reaffirm existing works, which are mostly based on
studies on agricultural co-operatives, but also affirm the transferability of change

typology to other industries but agriculture.

Nevertheless, emphatic evidence (see section 5.6.1: p. 180) proves the necessity for
further modification/enrichment of the typology in Table 3.3 (p. 70). The role of the
development of value-added activities and services other than the wholesale trade
was initially underestimated and must be incorporated in Table 3.3. Williamson
(1987) had already marked this element of the restructuring trend in co-operatives

as diversification’ 1

Moreover, although horizontal integration (mergers and acquisitions) had been
taken into consideration in Table 3.3 (p. 70), in order to mark a distinct non-
traditional co-operative model, there was no reference to a model undertaken
vertical integration activity. This is partially reasonable because co-operatives are
principally a major tool for vertical integration in the value chain (see more in Section
3.3.2). For example, when pharmacists — owners of an independent retail store —
establish a co-operative, they actually perform an act of backward vertical
integration in the supply chain of medicines, i.e. engagement in wholesaling activity.
However, there is evidence that a reverse process has been activated, though not

been explicitly shaped yet. Co-operatives seem to move to a kind of primary

' The development of new products, services or technologies which may have or may not have
similarities with the existing product or service line.
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forward® vertical integration by establishing or participating in virtual chains of
pharmacies and undertaking a large part of stores’ management, though not their
ownership (see Tables 5.1 & 5.2: pp. 131 & 144; and sections 5.3.4 & 5.4.4). This
evidence conforms to recent developments in the European pharmaceutical
wholesaling, as they were described in the relevant review of studies regarding the
sector, in Section 2.3 (e.g. see Figure 2.3: p. 23). This fact forms an extra type of
departure from the traditional co-operative model which had not been considered in
the relevant discussion in Chapter 3 and emerged from the analysis of research
findings; some co-operatives’ strategy is gradually aligned with that of the large
European privately-owned wholesalers. Hence, the new-introduced typology of

Table 3.3 (p. 70) can now be enriched so as to incorporate the above two

suggestions (changes in italics):

Co-operative Model

(violated) Traditional Principle

Differential policy co-operatives

Members’ equal treatment

Proportional investment co-operatives

Equal contribution of capital

Member-investor co-operatives

Equal contribution of capital; Profit

distribution in proportion to the use

Co-operatives with Diversification

User principle

Co-operatives with Subsidiaries

Autonomy and independence; One

member — one vote; User principle

Co-operatives undertaking mergers and

acquisitions (horizontal integration)

Autonomy and independence; Co-

operation among co-operatives

Co-operatives undertaking vertical

integration

User principle

New generation co-operatives

Non-tradable, non-appreciable, and
redeemable shares; Open membership;
Profit

Equal contribution of capital;

distribution in proportion to the use

Investor-share co-operatives

Autonomy and independence; Equal

52 . . . . . . . .
Forward vertical integration occurs when a firm purchases or controls its distributors/clients.
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contribution of capital; Profit distribution
in proportion to the use; Non-tradable,
non-appreciable, and redeemable
shares; One member — one vote; User

principle

Table 6.1: Modified typology of non-traditional co-operative models

Taking into account the above assertions, as well as the findings of the research,
especially in the form they are summarized in Table 5.4 (p. 183), one could trace out
evidence that supports the conventional thinking about change in co-operatives
which was presented in the relevant literature review in Chapter 3. Change is
environmentally imposed, leads the co-operatives closer to the demands of a
turbulent and changing environment, and it is defined by the work and inspiration of
a certain group of people within co-operatives’ administration and management. It is
always successful, implying that the initial aims were achieved, and results to the
transformation of the traditional co-operative model and the adoption of more
entrepreneurial forms (see section 3.2.3: p. 36). It seems like evidence confirms
scholars who perceive change in co-operatives as an inevitable one-way trend from
the traditional model to a model closer to an IOF (see sections 3.3.4 and 3.3.5: pp. 63

and 70).

At the same time, there is also evidence that contradicts the abovementioned
assertions and questions the adaptive and linear way of change, getting closer to an
opposite view of it (see also section 3.2.3: p. 36). Internal necessities and especially
the need to satisfy the member-patrons play a significant role in change initiation
and process. Change does not always follow a typical linear route or, most
interestingly, does not refer to a comprehensive change planning; the existence of
alternative solutions is definitely acknowledged; its process is restricted by the
particular characteristics of the co-operative organization and, despite the
transformation of the traditional structure and operation of the co-operatives, their

mutual character remains unaltered. Moreover, change seems to be not an episodic
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event but rather a constant call for the continuous transformation of the co-

operative organization.

Another interesting contradiction rises regarding the nature of the changing
organizations, namely the co-operatives under study. Certain ‘business’ (or
‘economic’) reasons are introduced to justify a certain type of changes (i.e. raising
equity, overcoming bank lending difficulties, confront competition, avoid legislation
obstacles, improve performance, align with the era of globalization demands, etc.).
Therefore, some evidence apparently supports the argumentation coming from
scholars who treat the co-operative organization as another investor - though
peculiar - business form focused mainly on its business activity and assign the
changes under study to this economic perspective (see sections 3.3.2 and 3.3.3: pp.
49 and 57). However, there is also apparent evidence which supports the opposite
argumentation put forward by scholars that treat the co-operative mainly as a
members’ society (civil association), though with a definite economic character (see
section 3.3.2: p. 49). The co-operatives under study cannot observe their interests
outside the continuous satisfaction of their pharmacists-members’ interests; they
acknowledge their totally distinct nature comparing with privately-owned
enterprises of the same scope as well as the fact that they preserve non-economic
values or at least they are not solely focused on profit generation. The main aim of
the changes that occurred or going to occur is the overall service of the member-
patrons and their survival which comes through the survival of the co-operative and

vice versa.

This apparently conflicting evidence justifies the reservations expressed in the
beginning of the present thesis (Chapter 1 and Chapter 3) towards the efficiency of
the dominant notion of change in co-operative organizations to explain in a
comprehensive manner the phenomenon of change occurring in a peculiar and over-
complex type of organization possessing a hybrid nature (both business entity and
civil association). However, it must be noted that the aim of the thesis is not to
confirm or falsify the dominant theory for change or any other theory. The evidence

emerging from the analysis of findings enhances the argument for a deeper analysis
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and alternative explanations which will move from what (or why) is observed as
change in co-operatives to how change eventually happens amid all these empirical
contradictions. Contradictions imply a paradoxical nature of the co-operative

organizations and will function as indicators for further and deeper analysis.

The evidence also reaffirms the initial choice to adopt Social Systems Theory (SST) as
the theoretical tool which helped to design the research and explain the findings of
it. The contradictions mentioned above are strongly connected with the hybrid
nature of the co-operative organization, the character of change and the type of
research questions need to be answered. These were exactly the reasons that had
justified the contribution, hence the selection of SST, in section 3.5.5: processual, not
linear, character of change; acknowledgment of the potentially multiple nature of
organizations; capability to answering ‘how’ questions; acknowledgment of the role

that inner workings of the systems play.

Except for the contradictions identified above, there is also another interesting
contradiction of a different nature. It reveals a kind of tension within the body of SST
literature when the theory confronts with empirical evidence. It has to do with the
findings described in section 5.6.1; particularly with the frequent undifferentiated
use of the term ‘co-operative’ by the respondents in order to mark both the co-
operative they work for and the (pharmaceutical) co-operatives in general. This
evidence questions the identical character of each organization under study which is
theoretically inconsistent when one works within SST framework. Therefore,
explanations for this contradiction will be given along with and related to the final

conclusions regarding the initial research question and assumptions.

6.4 CONNECTING FINDINGS WITH EXPERIENCE

As | stated in Chapters 1 and 4 (Introduction and Methodology respectively), | have a
long experience in the co-operative sector, not only as a top executive in a

pharmaceutical co-operative for more than 15 years but also as a member of various
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intercooperative project teams (mostly under the umbrella of OSFE), as an OSFE
representative in European co-operative fora, and as a consultant to co-operative-
like initiatives in the field of pharmaceutical virtual retail chains. It is obvious that, as
a researcher, | cannot pretend the neutral observer against the findings presented in
Chapter 5 and discussed in the current chapter and | have to reflect from my own

experiences.

Various conflicting evidence regarding the cause of change or the change process has
been spotted also in my daily working life. This was also the reason that | eventually
abandoned my initial commitment to the conventional thinking about change -
especially the serious and unpredictable side effects of the supposed “planned
change” - and the motive to investigate deeper the concept of change in co-
operatives. | was also aware but | had not realized the extent of changes that
confront and challenge the traditional member-patron form of the Greek
pharmaceutical co-operatives. It looks like those changes were creeping all these
years without being detected by people in charge in the co-operatives; neither
changes nor their effects in the traditional way of organizing the co-operatives. The
wider sentiment still remains that co-operatives are a totally distinct organization
comparing to other business organizations and their mutual nature also remains
unaltered despite the various changes that they have undergone. On the contrary, |
was familiar with the ambiguous stance of co-operatives’ administrations and
management against the external environment and the competition. Anxiety,
sometimes fear, constant call for change but, at the end, a sense that the co-
operatives can manage everything because of their strength as mutual organizations.
What was surprising in the findings is the ambiguous and ambivalent stance against
the members of the co-operatives. | was aware of agency-related problems in their
typical form but not of this apparent conflicting situation of the simultaneous
existence of a dominant rhetoric about organizations fully dedicated (“servants”) to
their member-patrons and an organizational reality which position the latter in the
periphery or under the potential steering of these organizations. This revealed to me
the twofold function of members. They function as patrons (as supposed to be) and

they function as symbols in the organizational discourse.
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6.5 EMERGING PARADOXES

As the global environment becomes unstable and turbulent for the business
organizations and the organizational processes become more complex, salient
contradictions arise and become persistent (Lewis, 2000). A growing body of
literature refers to the organizational paradoxes (Smith & Lewis, 2011, p. 382).
According to Lewis (2000, p. 760) the definition of paradox in organizational studies
denotes: “contradictory yet interrelated elements - elements that seem logical in
isolation but absurd and irrational when appearing simultaneously”.

Taking a closer look at the larger categories shaped by data coding and systemization

in Chapter 5, one could identify three main paradoxes, accordingly:

Paradox One: This paradox appears within the findings grouped in the category
labeled as ‘Individuality and Self-perception’ (see section 5.6.3: p. 195). The most
immanent description of the co-operative is that of an organization which functions
as a servant or a protector of pharmacists-members’ interests. This sounds
reasonable regarding the fact that pharmacists are the founders, customers and
governors of the co-operative. Yet, members of the co-operatives are very often
positioned outside the organization, in the environment, or in intermediate layers,
while a critical stance against them becomes obvious when respondents discuss the
opportunistic behavior of pharmacists-members as customers, or their incapability

and discrepancy as administrators.

Paradox Two: This paradox appears within the findings grouped in the category
labeled as ‘Construct of Change’ (see section 5.6.3: p. 195). It is widely acknowledged
by the respondents that the type of changes which their co-operatives have
experienced the last years led them closer to the operation of a privately-owned
firm. Yet, they are all sure that the fundamental difference between the co-operative
and a private firm remains active, even enhanced; namely, the co-operatives’ full
commitment to the protection, prosperity and survival of their member-patrons

instead of the private firms’ focus on profit maximization.
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Paradox Three: This paradox appears within the findings grouped in the category
labeled as ‘Perception of the Environment’ (see section 5.6.3: p. 195). External
environment has played a significant role in the initiation of the change process
under study. In certain cases, the environmental element competition, i.e. privately
owned wholesalers, played this particular role. Yet, the environment is perceived as
positive, tolerant, or possessing minor difficulties for the co-operatives for the time
that changes occurred. Even the critical element of competitors is generally
underestimated comparing with the strengths and capabilities of the co-operative
organizations. The co-operatives seem powerful and capable to overcome external

difficulties due to their multi-stakeholder and mutual nature.

The above three main paradoxes have emerged through the process of grouping
data which share similarities into larger categories and their subsequent
systemization. Moreover, another important paradox — it will be called Paradox Four
— stems from the very nature of the pharmaceutical co-operatives as a special type
of retailer-owned co-operative. A pharmaceutical co-operative is an organization
which is established by numerous pharmacists; actually single proprietors who run
their business premises independently. As an organization, the co-operative has to
maintain its operation, hence its existence, and take the appropriate decisions for it,
while its member-patrons have to run and maintain their business too, taking their
own independent decisions simultaneously. This idiosyncratic situation produces a
large amount of contradictions and confrontations between those distinct but
interrelated decision processes which subsequently raises the degree of the
improbability of their synchronization. Within findings, one can trace out this
situation in certain extracts where the respondents criticize pharmacists-members
for their opportunistic or short-sighted stance against their co-operative, in business
level, or their indifference and low decision productivity, in administrative level, as
well as in extracts where the need to synchronize co-operative’s interests with

pharmacists-members’ interests becomes evident.
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6.6 HANDLING PARADOXES — THE ROLE OF SOCIAL SYSTEMS THEORY

The emergence of the above paradoxes designates the analytical strategy that must
be followed in order an explanation of “how change unfolds in the co-operative
organization” to be facilitated. Exploring paradoxes presents opportunities to
discover different assumptions, pose problems in a different way and answer
different research questions (Poole & van den Ven, 1989, p. 564). Suffice to say, that
this is the main aim of the present thesis: “to re-examine the established and existing
patterns of change in the co-operative organizations by observing the change process
in a fundamental different way” (a shift from ‘what’ or ‘why’ questions to ‘how’).
Moreover, by taking into account paradox, the research could avoid oversimplified
and polarized notions of change and move to a direction where the complexity,
diversity, and ambiguity of organizational life are recognized (Cameron & Quinn,

1988).

Poole and van den Ven (1989, pp. 565-567) introduce four methods to work with
organizational paradox:

1. Opposition: Accept the paradox and use it constructively.

2. Spatial separation: Clarify levels of analysis.

3. Temporal separation: Take time into account.

4. Synthesis: Introduce new terms to resolve the paradox.

The first method is actually a call to accept the paradox and learn to live with it while
the remaining three are attempts to resolve the paradox (Poole & van den Ven,
1989). The first approach is much closer to the need to acknowledge the complexity
of modern organizations, especially organizations like co-operatives which are
already complex by nature. It could stimulate theory development and safeguard
research attempts from the pursuit of an “elusive consistency” inconsistent to a

complex and multifaceted reality (Poole & van den Ven, 1989, p. 575).
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Poole and van den Ven (1989, p. 575) also argue that the researchers adopting the
first method should engage in a comparative analysis of theories cast on both sides
of the paradox. However, this does not fit the aim and the requirements of the
current study. Answering ‘how change unfolds in the co-operative organizations’
while taking into account the paradoxes indicated before, could be strongly related
to answering the question ‘how change occurs in spite of the existence of the

paradoxes’ and not to comparative analysis of contrasting theories.

At this point, another contribution of SST emerges. According to SST, organizations
are fundamentally grounded in paradox because decisions (or, decision
communication) are their main operation (see section 3.5.4: p 86). Paradoxes cannot
be solved but they can be managed so that they are not visible; they cannot
disappear but they can be moved out of sight (Seidl, 2004). Communication can
manage paradoxes so that it appears that there is a reason (Andersen, 2003); in
other words, to deparadoxify them. Therefore, deparadoxification is an important

systemic function crucial for the viability of the system-organization.

Taking into account the insights of SST as they were presented in the relevant
literature review sections 3.5.3 and 3.5.4, each one of the three pharmaceutical co-
operatives which are our cases under study, has to maintain its autopoiesis through
the constant reproduction of its decision communication in an operationally closed
manner while its member-patrons have to run their business too, taking their own
decisions. This idiosyncratic situation increases the degree of complexity in the co-
operative, maybe to an extent larger than any other business organizational form,
because it functions as an amplifier to the already paradoxical nature of decisions
(Luhmann, 2000a) and threatens its autopoiesis since system’s capacity to internalize
complexity is not unlimited (Hernes & Bakken, 2003, p. 12). Co-operative
organization runs the risk either to paralyze from the existing paradoxes
(Schoeneborn, 2010) and eventually to be dissolved, or to cope with the paradoxes
in a way that will lead to its demutualization. Actually, one can trace evidence into
the transcribed material that indicates that respondents are already aware of both

risks: almost all of them are concerned with the slow pace of decision making or the
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‘frozen’ decision process in co-operatives while few others look upon favorably or, at
least, not emphatically rejecting a potential transformation of the co-operative to
PLC or to an organization which will embody the distinct (retail) activities of their

member-patrons (forward vertical integration).

Concluding, SST does constitute not only a potentially powerful tool to handle with
existing research gaps and inconsistencies (see section 3.5.5: p. 90) - which were
reappeared within the findings of the current research and their first attempt of
analysis - but also a theoretical tool to handle with the paradoxes emerged from the
analysis of findings, as well as with the paradoxes inherent to any organization and
especially the co-operative one. Therefore, further analysis and final conclusions will

be strictly based on the insights of this theory.

6.7 FURTHER ANALYSIS

In the search of answers and explanations regarding the initial research question,
one should take into serious account the following elements: the categories shaped
by processing the research material, the paradoxes and contradictions traced within
them, the main theme emerged by processing the material, as well as the need to

combine all these with a theoretically consistent manner.

6.7.1 Orientation from Social Systems Theory

Luhmann’s theoretical framework (SST) restrains us from adopting or searching for
answers in our questions within certain areas. For example, environment alone
cannot underlie the logic inherent to the particularities of the production and
reproduction of the co-operative organizational form which could guide change in
co-operatives. Not only is environment excluded by playing this role theoretically —in
systems theory the existence of a system is based strictly on its separation from its

environment and the latter in no way can determine the operations inside the
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system (Luhmann 1995, 2002, 2006) — but also empirically. We could quote certain
extracts and phrases from the interviews which indicate that despite the
acknowledgment of its fluid, turbulent, change-demanding or even hostile character,
environment cannot determine the orientation and the outcome of change in co-
operatives. Nor other systems (e.g., competitors), elements of the environment of
great concern for the co-operatives, can. The internal character of change is marked
intuitively by the simultaneous acknowledgement that internal needs (and especially
the need to satisfy member-patrons’ interests) played a crucial role. Despite its
frequently mentioned role, environment actually functions mostly as irritation or

perturbation for the co-operative.

Moreover, answers cannot be found in the notion of change per se or better, in the
supposed continuous demands for change. This would implicitly refer to external
factors that put demands for change which is theoretically inconsistent; or, to
internal factors abstracted from the reality of the autopoiesis of the organization
which is theoretically meaningless. Excluding external and internal factors that “put
demands”, the notion of change remains void and searching there for answers
regarding the logic that guides change in co-operatives runs the risk of a mere

tautology or worse, an ideology.

Nor can answers be traced in the role that people have played. For the SST, people
(psychic systems) are an autopoietic system different from that of organizations. The
two types of system constitute environment for each other, hence they cannot
determine the outcome of operations of each other; just to cause irritations for one
another. It is true that some respondents referred to ‘avant-gardes’ of members of
Board or executives as one of the factors that triggered change in their co-operative.
However, one must take into account that the respondents who praised the role of
these people are the ones that used to belong to those avant-gardes while in other
occasions there are explicit statements for the negative attitude of people in charge

against the continuation of necessary changes.
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Instead, social systems theory (SST) indicates where to dig for explanations: One
must acknowledge that the system (hence the organization) is actually the constant
reproduction of the constitutive difference between itself and its environment
(Luhmann, 2006) and that this process creates structures which in turn enable the
further reproduction of this difference. One must also acknowledge that change is
not simply a process. It also refers to a relationship between process and structure
(Hernes & Bakken, 2003). Changes are structure determined and must always allow
autopoiesis to continue (Luhmann, 1995). That is, any explanation about how change
happens in the organization would be traced in the structures of the organization
and because of their circular relation to the operations, must enable the continuous
reproduction of these operations, hence the autopoiesis of the organization (Borch,

2011).

6.7.2 The construct of ‘members’

Pharmaceutical co-operative organization establishes its difference from the
environment, hence constitutes itself, through the idiosyncratic fact that its
customers are also its owners and administrators (i.e. its ‘members’, in the co-
operative jargon which will be used for reasons of brevity hereafter). Any operation
(i.e. decision) of the system-cooperative must reproduce this constitutive difference
in order the autopoiesis of the co-operative to be guaranteed and continued. Any
irritation coming from the environment of the co-operative must be internally
interpreted through this difference leading to the construction of a certain image of

the environment inside the organization.

Indeed, taking a closer look at the data of the research one can identify a common
characteristic of the different co-operative individualities which also consists the
major theme emerged by data analysis. This is the notion of the ‘members’ or most
precisely the ‘member-patrons’ to distinguish them from the rest members of the co-
operative organization: workers, executives, administrators. This theme functions as

a thread which stems by the category co-operative’s individuality and self-perception
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and connects it with the other two large categories. ‘Members’ are almost
omnipresent in the transcribed material. One can trace their existence in the nature
of the co-operative, in its differences from other systems, in change efforts, in
change results, in daily work, in planning, surprisingly even in the environment. They
dominate the discourse about the co-operative like no other feature or notion such
as ‘survival’, ‘profits’, ‘power’, ‘function’ etc. Plenty of evidence derived by every

interviewee supports the key role of ‘members’ in co-operatives’ internal operations.

However, the factual role of members is less dominant in everyday practice and
operations as it is appeared to be by their emphatic use from the interviewees.
Typically, members are the founders of each co-operative, its shareholders, its
customers and its governors. Actually, they are engaged in co-operative’s operations
mostly as typical customers (they could be customers to any other private firm with
similar activities and purpose with the co-operative’s) and every two or four years as
electorate which choose a handful among them as administration. This contradiction
is backed by plenty of evidence in the material which attributes to members an
external (or at least, not clearly internal) to the co-operative position as well as
presents a skeptical and sometimes critical stance against them and their role as
administration, despite the dominant rhetoric of a co-operative-servant to its

members. This constitutes one of the main paradoxes indicated in section 5.4.

Moreover, the primary acts of forward vertical integration — establishment of
pharmacy chains and/or willingness to plan and control the change process of the
retail stores-members — that were identified in Chapter 5 (see section 5.6.1: p. 180),
amplify a traced tendency of the co-operative, as an organization, to become
relatively autonomous from its founders (retail pharmacies). This development,
although it is not shaped clearly yet, provides another indication that the role of

‘members’ is theoretically and rhetorically overemphasized but factually attenuated.

Consequently, one could argue that it is not each of the members, either as physical
existence or as business entity, or all together as a kind of collective subject that play

the abovementioned significant role. ‘Members’ are rather a kind of semantic
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attribution or point of identification in the organizational communication (Kneer &
Nassehi, 1993). Following Luhmann’s radical constructivism (Luhmann, 1997), one
could argue that just as any description of the world inside an organization,
‘members’ is also a construct of the organization which serves various functions. The
reference to the term “construct” is not made in the sense of something virtual or
artificial. Instead it is used in the sense of a symbolizing construction (Mayr & Siri,
2010, 9 41). It represents something that functions beyond its own capabilities or
actualities. Identifying the role that the construct of ‘members’ plays in the inner
working of the co-operative and especially in the bridging of decisions, one could
reveal the specific way it is related to the structures, to the reproduction of the

organization and to what is observed as change in co-operatives.

6.7.3 The systemic function of ‘members’

One could reveal the systemic function of a construct if one could relate this to the
structures, the inner processes of the system, the production of meaning and the
distinction system/environment. In the study in hand, this can be achieved if only the
construct of ‘members’ can be related to those core elements of the Luhmann’s
overall theoretical framework and particularly to those referring to the
organizational aspect of his theory (for more, see sections 3.5.3 and 3.5.4: pp. 80 and
86). Indeed, the construct of ‘members’ satisfies this requirement in the following

ways:

First, the construct of ‘members’ plays a significant role in organization’s efforts to
cope with the emerged or inherent paradoxes which were identified in section 6.4.
According to the SST literature, paradoxes cannot be solved but they can be
managed so that they are not visible; they cannot disappear but they can be moved
out of sight (Seidl, 2004). Communication can manage paradoxes so that it appears
that there is a reason (Andersen, 2003); in other words, to deparadoxify them. One
way of deparadoxification is to attribute a central player with preferences or

interests or authority so decisions will eventually take the shape of an imperative
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(Andersen, 2003; pp. 250-251). Therefore, decisions which are justified by serving
‘members” interests can orient the organizational change process in a way that
unfolds the abovementioned paradox. These decisions are made as if they were
imposed by members, their needs and interests. However, it is not members
themselves that assure the orientation of change in the co-operative but the
communication about members which does it>>. Based on this supposition, one can
also interpret all the apparent contradictions which shaped the paradoxes in section
6.4: the outside/inside positioning of member-patrons, the radical shift from
traditional model to different entrepreneurial models/preservation of co-operative
identity and difference, the compelling/smooth and positive environment. The
presence of ‘members’ deparadoxifies organizational paradoxes in cases under study
and helps the organizations to achieve certain decisions about change and continue
the decision process under a constant call for ‘radical transformation’ of the co-

operatives in order to enhance members’ survival.

Moreover, the construct of ‘members’ is actively engaged in the evolutionary
functions of change process (variation — selection - retention), as they were described
in section 3.5.4, in at least twofold manner, regarding our cases. After the initial
deviations from the established structures (decision premises), which are usually
potential solutions to specific problems (for example, multiple optional shares
instead of one share for each member, as a solution to the problem of suboptimal
capital structure), the positive selection of the proposed change needs to be justified
by attributing it to the “members’ interests” beforehand; ‘members’ work as a
criterion for the positive selection (in our example, it is better to offer return or
commercial benefits to those members who optionally contribute equity than to pay
bank interests). After the selection, once again, ‘members’ serve as a tool for the re-
stabilization (retention) of the co-operative organization. The new premises must be

integrated into the context of existing decision premises. The selected proposal

53 . . . . . . .
Or, ‘members’ comes as an information flow into the co-operative organization, as it was

impressively stated by a respondent: “And this comes as information about its condition, its problems,
etc.,, comes as a financial situation, say, prevailing in the market generally”, which urges the co-
operative for a continuous production of decisions: “if they, who are external environment, face a
market condition A, this condition is transferred to the co-operative and the co-operative must take it
into account in order to act accordingly and take a decision.” — C1E1.
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(deviation) will be incorporated in existing programmes, daily procedures and
practices, etc., and from now on will be taken for granted, exactly because it serves
the ‘members’ (in the same example, the members-owners of optional shares will
purchase medicines from their co-operative in the same time schedule as the non-
owners but with an extra invoice discount). Suffice to say that plenty of evidence
from the findings supports the above assertions; every decision of the co-operative
has been taken for the sake of the member-patrons who established the co-

operative (see sections 5.6.3 and 5.6.4: pp. 195 and 198).

Second, taking into account the emphatic, extending and differentiating use of
‘members’, one can validly argue that this is strongly related to the structure of the
co-operative organization as it constitutes a major element of the decision premises
of the organization. It characterizes the individuality of the co-operative. Co-
operative emerges as a distinctive organization form by dedicating itself to serving its
members, satisfying their needs and protecting their interests. Co-operatives are
‘totally different’ from similar organizations because they are exclusively focused on
their members’ interests. In social systems theoretical framework the concept of
individuality refers to structures. If one tries to describe the individuality of an
organization, one must analyze the concrete structures of the organization and
especially those premises which are stable and refer to many decision situations
(Seidl, 2003). Being ‘members’ a constitutive and permanent element of co-
operatives’ individuality, gains the appropriate stability to be also an element of the

decision premises of the organization.

Moreover, ‘members’ is an active element of the co-operative’s self-descriptions. Co-
operative is the ‘umbrella’, the ‘life-boat’, the ‘island’, the ‘tool’, the ‘bulwark’, etc.,
for its members. Such descriptions serve as a normative point of reference for a
multitude of decision premises bringing them to a unity (Achterbergh & Vriens,
2010). They refer to the organization as the unity of all its operations and by doing so
they provide an orientation regarding the organization as a whole (Seidl, 2004).
Suffice to remind that self-descriptions function as structures, i.e. as decidable and

undecidable premises (Seidl, 2004; Achterbergh & Vriens, 2010). Once again, being
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‘members’ an active element of the co-operative’s self-descriptions, becomes also an

active element of organization’s decision premises, hence organization’s structures.

Concluding, decision premises provide the operations of the organization (i.e.
decisions) with a sort of orientation and guidance. They constrain the amount of
decisions that can be produced to a subset of them which can contribute to the
autopoiesis of the organization (Achterbergh & Vriens, 2010). According to Luhmann,
organizational change is related to change of organization’s structures. For this
reason, organizations have also decision premises needed to change decision
premises. Since ‘members’ constitutes a major element of the decision premises of
the co-operative, they play a key role not only for the orientation and the restriction
of the possibilities of the subsequent decisions, hence the autopoiesis of the co-
operative, but also and most important, for the conditioning of change of other
decision premises. Let’s give an example taken by the findings of the research: the
pressing needs to raise funds for Co-operative no3’s equity increase impose a
potential change to the decision premise programmes and especially the goal
programmes“. The change (or, the decision making about change) is conditioned by
the construct of ‘members’ so the possible decisions to be restricted to a subset that
“pursues members’ interests”. Finally, it was decided the introduction of optional
shares so that the members would benefit from the return on the capital they put in
the co-operative. This decision was made in spite of existing equal alternatives with

equivalent outcome (e.g. a bank loan).

Third, as it was mentioned before, within social systems theoretical framework
organizational change refers to change in organization’s structures. However,
structure presupposes self-maintenance and meaning. Therefore, only events that
connect to the meaning of the system will make sense in relation to organizational
change (Hernes & Bakken, 2003). This presupposition indicates another key role that
‘members’ plays in organization, that is the processing of meaning. Communication

(decisions) about changes in a co-operative could be oriented according to

>* Goal programmes specify goals that should be pursued (see section 2.5.4).

219



CHAPTER 6 DISCUSSION

“members’ interests” in a way that the three meaning dimensions (see section 3.5.3:
p. 80) are unfolded; what measures are the best regarding “members’ interests”
(fact), when they must be taken (temporal) and who is going to implement them or
experience their results (social). ‘Members’ helps the organization to cognize the
world in a certain way so to process meaningful operations, e.g. decisions about
change. Taking into account Luhmann’s (1995, p. 65) definition of meaning as the
“difference between what is actual at any moment and a horizon of possibilities” and
adopting the ship/horizon metaphor about meaning, introduced by Moeller (2006, p.
66)>>, the construct of ‘members’ functions as a compass for the organization
(‘ship’). Any time that the ‘ship’ (organization) relocates itself (‘change’) within a
‘horizon’ (surplus of possibilities), the ‘compass’ (‘members’) helps the ‘ship’ to find
its position and direction in order to keep its journey safe (‘reproduction of the

system’).

Meaning is framed by the semantics of the organization which, in social systems
theoretical terms, are distinctions, schemes, and forms that the organization uses to
shape the production of meaning. These are usually distinctions that describe the
organization internally or present the organization to its environment, or describe its
own environment (Besio & Pronzini, 2010, p. 7). Therefore, one could argue that self-
descriptions (e.g. the co-operative as ‘umbrella’, ‘life-boat’, etc.) identified in the
empirical evidence, as well as descriptions of the others (e.g. the competitors as
opportunistic players or solely profit-seekers) reveal, once again, the way that the
construct of ‘members’ is engaged in co-operative’s semantics, hence to the
production of meaning; the co-operative is an ‘umbrella’, acting always for the good
of its ‘members’, the competitors act opportunistically because their interests are
against the pharmacists (‘members’) and so on. Thus, decisions about change
function parallel to and interplay with the semantics of the organization, having as
an interface the processing of meaning, at the heart of which rests the construct of

‘members’.

> [...] This (making sense) is similar to a ship that finds its position and direction by locating itself
within the horizon of the sea. [...]
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Fourth, ‘members’ constitute a basic feature of the system/environment
relationship. It is the main element of distinction between the co-operative and
other similar entities belonging to its business environment. This is proved both
theoretically by the very definition of any co-operative as a user-owned, user-
controlled and user-benefited firm (Cook, 1995), and empirically by the evidence
coming from the present research; almost every respondent acknowledges that the
establishment of their co-operative from its pharmacist-patrons (‘members’) serves
as the fundamental difference between their organization and business entities that
perform the same task (pharmaceutical wholesale trade) as well as between their co-
operative and the dominant form of capital accumulation in general. In other words,
the construct of ‘members’ serves as an element that facilitates the operative closure

of the system-co-operative against its societal environment and other organizations.

However, ‘members’ also play another role in the relationship of the organization
with its environment: it becomes an element of the coupling mechanisms of the co-
operative organization with other organizations, i.e. the channels through which the
co-operative considers the complexity of other systems and shape a situation of
mutual irritations (Besio & Pronzini, 2010, p. 16). The existence of ‘members’ helps
the co-operative to attribute to itself properties, as if they are on behalf of its
member-patrons, during daily interactions with its environment (Schoeneborn &
Blaschke, 2014, p. 294). For example, the General Director of a pharmaceutical co-
operative could speak on behalf of its members’ interests during negotiations with
its suppliers in order to change the delivery schedule of medicines due to changes
that were decided by the co-operative, related to the level of service of some
members; it is not the organization that ‘wants’ or ‘demands’ this schedule change
but some hundreds of its pharmacists-members allegedly do. This assertion was
obvious in certain parts of the evidence when the respondents either were speaking
for the need to “save their members” by guiding change in their stores or/and

organizing their purchases (see sections 5.3.4, 5.4.4, 5.5.3: pp. 157, 170, 179; or
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MIII

personally (“I” expressions) claiming responsibility for the fortune of co-operative’s

members>®.

To recapitulate, the emergence of the construct ‘members’, as a theme, through the
categories which were shaped by the analysis of research data, led to a systematic
analysis of its function within the system-co-operative in accordance with the
assumptions of SST for the role of themes in communicative processes (see section
4.6: p. 109). The analysis from this perspective revealed that ‘members’ are closely
connected with major systemic properties: the structures of the co-operative
(decision premises), the inner workings of the system (e.g. deparodoxification), the
processing of meaning and the organization’s semantics, and the distinction or/and
the coupling mechanisms that mark the relationship of the system with its

environment. The emergence and function of the construct ‘members’ is graphically

shown in the following figure:

Deparadoxification

Individuality &
Self-perception

Function

Construct of

Decision premise

Construct of ‘members’ Processing of

change meaning

Perception of the \ Element of

environment distinction/coupling

Categories

Social
Systems

Theory

*® I will do everything | can to offer to the pharmacies services, so as to become necessary for them.”
(C3E1), or “l would be frightened by no competition, at least speaking personally regarding the
responsibility | have about the strategy in the country level or the responsibility | have in my own co-
operative. There would be nothing to scare me, if | had stable game rules.” (INF).
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Figure 6.1: Emergence and function of ‘members’

6.7.4 Reflection to Social Systems Theory

After revealing the systemic function of the construct of ‘members’ in the process of
change in co-operatives, in the previous section, one could end up to another
possible function of the construct, of a different quality. It refers to the pending
explanation regarding the apparent tension between the insights of SST and the
evidence which shows that the ‘I’ of each organization and the ‘We’ of the co-
operative form in general are frequently used in undifferentiated manner (see
section 5.3 and 5.6.1: pp. 143 and 180). According to SST, no organization is identical
to another as its autopoiesis inevitably leads to its individualization (Luhmann,
2000a, p. 248; Seidl, 2003, p. 145). Moreover, within SST framework, the notion of
individuality refers to the structures of the organization. Seidl (2003, p. 132)
proposes that if one tries to describe the individuality of an organization must focus
on few but important decision premises (structures), mostly on those which are
particularly stable and refer to many decision situations. The construct of ‘members’
possesses those properties, as it was proved above by exposing its systemic function.
Therefore, the indiscriminate use of the term ‘co-operative’ for ‘I’ and ‘We’ purposes
may imply that these organizations share a commonality in their structures which is
the use of the construct ‘members’ for guiding and restricting their decision
operations. This assertion could have a major implication for SST. In the way that
decisions are the particular mode of communication for the autopoiesis of any social
system-organization, similarly the construct of ‘members’ could characterize the
particular mode of decisions that ensure the autopoiesis of the subset co-operative
organization. This assertion, in turn, implies that Luhmann’s typology of social
systems in Figure 3.3 (p. 24) could be enriched with a second level of analysis as far
as ‘Organizations’ it concerns. This might happen by using as grouping criterion
neither the industry or the function system that they work in nor the type of the

organization (profit, non-profit, public, private, etc.) but the existence of stable

223



CHAPTER 6 DISCUSSION

constructs in the structure and the concrete operation that they perform within it.

The Figure 3.3 (p. 24) could be possibly modified as follows:

Systems
Living Psychic Social
Systems Systems Systems
Cells Brains Organisms Interactions  Organizations  Societies

Cooperatives ... ...

Figure 6.2: Modification of system’s typology
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CHAPTER SEVEN

CONCLUSIONS

“Only questions that are principally undecided can be decided”

H. von Foerster

7.1 OVERVIEW

In this chapter, the final conclusions that draw from the discussion that took place in
previous chapter (Chapter 6) are presented. Moreover, the answer to the initial
research question as well as the major contributions (main and supplementary) of
thesis to theory is set forth. Certain implications of the outcome of the research for
practitioners (co-operative executives and stakeholders) are also indicated. At the
end, limitations of the research are discussed and recommendations for future
research both in the field of co-operative organizations and change and the field of

SST, are suggested.

7.2 CONCLUSIONS — ANSWERING THE INITIAL RESEARCH QUESTION

The material derived from the analysis in Chapter 6 is sufficient enough to formulate
answers for the initial research question and assumptions. More analytically, certain
answers can be given to the (sub-) questions which were introduced for the needs of

operationalization of the initial research assumptions (see section 3.7: p. 93):

Q1: How do co-operatives internally construct their external environment?

It is not the organization which adapts to what is perceived as ‘environmental
demands’ about change or as ‘constantly changing environmental conditions’. It is
rather the ‘demands’ and the ‘conditions’ which are interpreted and constructed

internally by the organization in a way to continue the reproduction of its main
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difference which is based on organization’s establishment by ‘members-patrons’.
Alterations in the environment are perceived mostly as “opportunities”, “threats”,
“needs” for the ‘members’ of the co-operatives to which the organization must
urgently respond. The co-operative organization perceives and explains internally
the given and constantly altered environmental conditions in a particular way which
ensures its member-based constant reproduction. Therefore, a potential inherent

linearity and causality of the relation between environment and co-operative is

diminished.

Q2: How do co-operatives perceive changes in their organization?

Changes are perceived as a successful, hardly planned and non-one-way oriented
process which led the co-operative organizations closer to the demands of the
environment as well as closer to the operation of a private firm, yet without crossing
the boundaries of the co-operative organizational form; namely, without questioning
the initial distinction between organization and environment which is based on the

existence of ‘members’.

Q3: How do conditions for decision communication change when co-operatives
perceive external environment as increasingly complex, vague and turbulent?

On the one hand, the organizations’ “decision machinery” (Nassehi, 2005) seems to
be delayed or fall in a state of inertia. On the other hand, the very previous fact
creates needs for more decisions about change and urges the co-operatives to
proceed with more transformations. The turbulent or threatening environment
functions as a semantic motive for the acceleration of the decision process, hence

the continuity of the autopoietic process.

Q4: How is the co-operative/environment distinction, hence the boundaries of a co-
operative organization, constantly reproduced during a change process?

The co-operative/environment distinction is constantly reproduced by the use of the
construct of ‘members’ which is a constitutive element of this distinction. The
construct is used to guide and orient everyday decisions and to process meaning

necessary for the reproduction of the organization. Any decision regarding changes is
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ascribed to and justified by a constant effort to meet ‘members” interests.
Therefore, as long as decisions are oriented to this objective, the co-operative
organizations - organizations defined by the membership of their patrons - are able

to preserve their boundaries and be reproduced.

Q5: How do the decision premises of the co-operative organizations affect the
change process and how are they affected by it?

The construct of ‘members’ constitutes also a major element of the decision
premises of the co-operative, both as element of organization’s individuality and as
element of organization’s self-descriptions. Being part of decision premises, it plays a
key role in conditioning the change of other decision premises, hence in conditioning
the process of organizational change. A ‘successful’ change means in systemic
semantics that structural changes — changes in some of the decision premises, e.g.
programmes, etc. — refer back to the initial distinction between co-operative and its
environment —i.e. the existence of ‘members’ — and enhance further its stability and

its status as vital element of decision premises.

Besides the conclusions above, which serve as potential answers to the relevant
research (sub-) questions, one can identify more conclusions which enrich
explanations regarding the process of change in co-operative organizations. The
most significant ones are the following:

a) The organization deparadoxifies paradoxes by attributing a central player —
i.e. ‘members’ - with preferences and interests so decisions will eventually
take the shape of an imperative. Therefore, decisions regarding change are
made as if they were imposed by members, their needs and interests and
orient change process accordingly.

b) The construct of ‘members’ helps the organization to cognize the world in a
certain way so to process meaningful operations, e.g. decisions about change.
It restricts the surplus of possible paths of change, hence reduces the
relevant complexity. It functions as a compass which during and after change
constantly orients the co-operative to its constitutive distinction with its

environment.
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The abovementioned answers and conclusions affirm the initial assumptions
regarding change in the present thesis:

Organizational change in co-operatives follows logics inherent in the particularities of
the production and reproduction of the co-operative organizational form.

The particularity of co-operative organization rests on the particular way of its
establishment: the patrons of the firm become its founders and administrators. This
fact produces the fundamental distinction (difference) between the organization and
its environment and especially other firms which are privately or investor-owned.
According to SST, the continuous reproduction of the organization occurs through
the constant reproduction of this fundamental distinction. Any decision regarding
change in the co-operative organization must refer back and constantly affirms this
constitutive event of the co-operative.

And

Change in co-operatives is mostly the emergent outcome of the inner workings of the
system instead of the outcome of a linear, environmentally imposed and manageable
process.

External environment may perturb or irritate the co-operatives but the change
process is defined mostly by the way that the organization internally constructs the
environmental conditions by means of the initial distinction between the co-
operative and its environment (i.e. the establishment of the organization by its
patrons). Inner workings (deparadoxification, processing of meaning) as well as
structures (decision premises) use the construct of ‘members’ to restrict existing
alternatives and orient decisions about change in a way that the fundamental
difference of the co-operative organizational form to be secured by the change

process and its outcome, no matter how radical it will be.

To summarize the preceded analysis and conclusions, the answer to the initial

research question — “how does change unfold in the co-operative organization?” —

could be formulated as follows:
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Change is a part of the continual autopoietic process of the co-operative
organization in which the construct of ‘members’ is used to guide and
orient relevant decisions and process meaning necessary for the
reproduction of the organization. The construct of ‘members’ holds this
dominant position because it is a constitutive element of the distinction
co-operative /environment as well as an active element of co-operative’s
decision premises and inner workings (e.g. deparadoxification, processing
of meaning). By being so, it conditions the decisions, hence the decisions
about change, hence the decisions about change of the decision premises

(organizational change).

This statement reverses the conventional thinking about change in co-operatives.
Change in co-operatives is not an irrevocable trend to IOF forms imposed by the
altering environmental conditions and/or co-operative’s inherent weaknesses, even
if it is observed as so. No matter how radical the change can be, it must always
produce meaningful communication within the organization; that is, communication
about patrons-members’ needs and interests and not (or, at least not solely)
communication about dominant business environment’s demands (profits,
efficiency, performance, etc). These demands can be only seen through the lens of
‘members” interests and as if they are imposed by those. Therefore, although the
thesis implicitly reaffirms the existence of a series of radical changes in co-operatives
of a certain type (retailer-owned / pharmaceutical), similar to the ones which they
had been originally identified from previous studies in other type of co-operatives
(agricultural), however, it observes those changes in a fundamental different way. As
a consequence, one could risk the prediction that as long as the construct of
‘members’ functions actively in the organizational structures then the outcome of
change is not pre-given and definitely cannot lead to an inevitable demutualization
of the co-operative organizational form. In order for the latter to happen, the
construct ‘members’ must lose its current importance or be replaced by another

construct.
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It must be mentioned that the conclusions and assertions stated above as outcome
of the current research refers to Greek pharmaceutical co-operatives. The measures
that were taken during the research design to ensure the transferability (the
qualitative analogous of generalizability) of findings and conclusions (see section
4.9.2: p. 119) as well as evidence from the field research that proves a kind of
homogenization in the perception of their industry among the top executives and
administrators of the co-operatives (e.g. see section 5.6.1: p. 180), enhance an
assertion that those findings and conclusions could be generalized for the total of
Greek pharmaceutical co-operatives. Moreover, the fact that every co-operative in
the world, irrespectively of the industry it trades in, actually follows the bulk of the
co-operative principles and values as they have been introduced almost since the
19" century; as well as the fact that the challenges and problems that co-operatives
face throughout the world and across the different industries are similar and closely
related to the organizational form per se - especially after the ignition of the
globalization process twenty years ago - pose an additional invitation for
generalization. However, at least at this point, it must be stressed that the above
conclusions refer to a subtotal of the Greek co-operatives in general and a definite
subtotal of the European pharmaceutical co-operatives. Further research needed to
reveal valid evidence regarding the transferability of those conclusions to co-

operatives of other industries or other territories.

7.3 CONTRIBUTIONS OF THE RESEARCH

The most important contributions of the present thesis extend to the field of
organizational change, the field of co-operative studies and the field of social
systems theory. Some of them draw directly from the initial research question and
the assumptions stated in the beginning of thesis. Some other are emerged or
implied and they are related to the overall process and findings of the research; they
refer to the additional outcome of thesis. It must be noted that this classification is

of neutral evaluation; it refers only to the direct or indirect relation with the initial
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aims and objectives of thesis so it will not play any role in the presentation that it

follows.

The first area of contribution involves the discrete outcome of the research which is
explicitly related to the initial research question. The thorough investigation of
change process in cases under study and the application of SST framework reveal the
way that organizational change unfolds in Greek pharmaceutical co-operatives. It
indicates a much more complex procedure than the one meant to be, which is based
on the use of communicative constructs (‘members’) related to the constitutive
distinction between the organization and its environment. The role of the constructs
is to interpret environmental demands or alterations and construct them internally
in order to enable the change process and at the same time to restrict its direction
and its outcome. Change must converge to the reproduction of the fundamental
difference that makes an organization to be a co-operative (and not a firm of same
scope); hence, to the autopoiesis of the organization. The research shows that the
particular construct justifies its role by being an active element of co-operative’s
structures (decision premises) and inner workings (e.g. deparadoxification of
decisions, processing of meaning). In a parallel development, the findings of the
research and their relative analysis question the dominant theories regarding change
in the co-operatives; especially those which derive from an economic perspective
(see section 3.3.3 and 3.3.4: pp. 57 and 63) and imply an inevitable linear path of
change for the co-operatives; from a member-user traditional model to an investor-
like model. Suffice to say, that it is not the type of changes the co-operatives
experience which are questioned (on the contrary, these are affirmed by findings),
but the linear, oversimplified and deterministic view of change that these theories

offer.

The second area of contribution is related to the theorizing of change in
organizations. This study extends from a growing body of literature in organizational
theory which tends to consider that organizations actually behave in their own mode
which is very often detached from human thoughts, desires and actions as well as

the immediate intervention of the environment. Consequently, the study of change
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must be mostly focused on the inherent dynamics of the organization and less on the
initial aims of people in charge or the characteristics of the external environment.
The methodological selections of this study, the analysis of findings and the final
outcome of it are based on the above assertions. This research refrained from
adopting a “heroic management” attitude or accepting a primary role of the external
environment in the study of change. The identification and the understanding of the
role of internal organizational constructs (‘members’) in the process of change
contribute to this stream of thought. Moreover, the study responds to the scientific
call for a second-order observation of change in business organizations in general
(hence, in co-operatives). In other words, it contributes to the rather rare research
programme based on ‘how’ questions, instead of ‘what’ and ‘why’ questions which
are more common in research projects regarding organizational change and have
often proved that they reach certain limits in their explanations. The research
questions that this thesis puts and the way that it deals with, contributes to what
Mayr and Siri (2010, 9 39) state as “paradigm shift” in the inquiry on organizational
issues (e.g. change) under which the usual answers (e.g. type of changes or causes of

change) are transformed into empirical questions (e.g. how change unfolds).

A third area of contribution extends over the field of co-operative studies, in a
multiple way. | must remind that the main aim of the research is to demonstrate
how change unfolds in Greek pharmaceutical co-operatives which have experienced
a series of changes the last two decades. In its explorative phase, the study examines
the so-called restructuring trend (i.e. transition from the traditional model of co-
operatives to a more business-oriented) in the Greek pharmaceutical co-operative
sector; its identification and the diffusion of its main characteristics to the Greek
context. For descriptive reasons and in order a proper basis for change models to be
established, a novel typology of co-operative models that are distanced from the
traditional one was initially developed (Table 3.3: p. 70). This typology includes and
systematizes (in a kind of meta-analysis) various contributions of scholars who study
changes in co-operatives (see section 3.3.4: p. 63) and it was explicitly imprinted in
the design of the preliminary questionnaire (APPENDIX I) as well as implicitly in the

design of semi-structured interviews. It was redeveloped after it was enriched by
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evidence of the research (Table 6.1: p. 203) and it is offered as a diagnostic tool-kit in
similar research projects. Hence, in its preliminary phase and as an emergent
outcome of the overall research design, the current research contributes to the
relevant literature by identifying the diffusion degree of elsewhere observed change
models within Greek co-operative context, as well as the formulation of a typology

which can be used in the study of change in co-operatives.

However, the primary contribution of the study is the demonstration of the way that
change unfolds in the co-operative organizations under investigation. The revealed
systemic function of the communicative construct ‘members’ and its role before,
during and after the change process contributes novel explanations in the topic of
change in co-operatives. Members are not just the founders, owners and patrons of
the co-operative. They acquire communicative properties beyond their actual
capabilities and become a “symbolizing construction” within the organization which
orients, guides and restricts change in certain paths that help the co-operative to
continue its autopoiesis by reproducing its constitutive distinction with its
environment (i.e. the establishment by its own patrons). ‘Members’ as a
communicative construct function so as to offer solutions to the problem of change:
it simplifies the self-descriptions of the organization, it deparadoxifies the decisions,
it dominates the organizational semantics, and it helps the organization with its
coupling with the societal environment and other organizations. The explanations
offered by this research acknowledge the hybrid nature of the co-operative form
(business and a society) but at the same time, transcend the dilemma regarding
which side defines the evolution and the type of changes in co-operative
organization. They indicate a research shift, a third path, where the point of interest
moves from the type and the cause of change to the function that specific constructs
perform inside the organization. Neither dominant economic-led observations (e.g.
bad performance, inherent inefficiency, environmental maladjustment, etc.) nor
typical sociological answers (e.g. co-operation, solidarity, trust, etc.) can sufficiently
advance the understanding about change in co-operatives. Instead, the explanation
that this study offers revolves around the genuinely social fact of the establishment

of a co-operative by its member-patrons. However, it treats member-patrons with
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the communicative and symbolic property they acquire within the autopoietic nexus
of communications inside the organization. This contribution stands counter to the
dominant belief that change will inevitably lead to the demutualization of the co-
operatives. As long as the construct of ‘members’ remains active in the inner
workings of the co-operative, then the preservation of the co-operative character of
the organization, despite changes, seems more probable. However, if it is replaced
by one of the various functional equivalents that always exist in social situations,

then this character could be compromised.

Finally, the thesis generally offers another specific, though supplementary,
contribution as it, by nature, can be ascribed to the literature of non-agricultural co-
operatives. The literature about co-operatives is dominated by works referring to the
agricultural co-operatives; most of the typologies regarding change in co-operatives
have their origins in the study of those. This study begins from findings of works
based mostly on studies of change in agricultural co-operatives. It disseminates them
to the field of non-agricultural co-operatives (retailer-owned/pharmaceutical co-
operatives), traces their relevance and then re-examines them. Thus, it contributes
to a scientific effort for the development of a unifying theory regarding
organizational phenomena in co-operatives, regardless the industry they operate in.
Especially within the Greek context, the current contribution to the studies of non-
agricultural co-operatives becomes significant because the relevant literature is

remarkably underdeveloped, if hardly exists.

The last area of contribution is that of Social Systems Theory. It was stated in
Chapter 4 that this is a theory driven research. SST was adopted as the theoretical
framework that underlies current research and therefore, it mostly influenced the
research design and the analysis of the research findings. This clear choice takes into
serious consideration the argument made by various scholars (e.g. Wetzel & Van
Gorp, 2014) that a large volume of contemporary organizational change research
lacks the connection with a concrete organizational theory or, more often, uses
incommensurable theoretical strands. Moreover, the selection of SST as the

theoretical framework of the study goes against the observed tendency of
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contemporary change research to ignore theories like SST [together with critical,
self-organization or cybernetics based theories; for more see the striking results of a
recent references study by Wetzel and Van Gorp (2014)]. Therefore, this thesis could
be perceived as a response and a contribution to the call made by proponents of
Luhmann’s theory for an empirical opening of it (Seidl & Becker, 2006; la Cour et al.,
2007; Besio & Pronzini, 2010). SST has been accused of being a very abstract super-
theory which can hardly be applied in organizational research; the very few examples
(if any) of relevant empirical research in top tier journals seem to justify its
opponents (Wetzel & Van Gorp, 2014). The current research extends from the few
efforts of empirical research based on Luhmann’s insights (e.g. Vos, 2003; Knudsen,
2005, 2006; Rennison, 2007; Andersen & Born, 2008; etc.) and tries to ground this
theory in the real world of organizations, studying concrete cases of a peculiar
business organizational form which is the co-operative. The outcome of the research,
which reveals the role of communicative constructs (‘members’) in change
situations, proves that SST carries the analytical potential to offer novel explanations
in the analysis of empirical evidence. Additionally, the study applies a radical
constructivist approach (SST) at the field of co-operative studies. This could
potentially offer rich explanations for phenomena related to the co-operative
organization and inspire studies not only about change, but also about the viability of
the co-operative organizational form, about stability issues, etc. This would underlie
an alternative to explanations based on dominant economic or sociological

perspectives about co-operatives (see section 3.3.2: p. 49).

Last but not least, the thesis contributes to the advancement of SST studies not only
due to the application of the theory at concrete cases but also through the reflection
it causes. The research process as a whole (methodology, findings, analysis) reflects
back to the applied theory, offering novel observations. This important contribution
rests on two points where a kind of tension inside the theory is appeared. The first
point refers to the apparent contradiction between a theory, which diminishes the
role of human agency - considering that humans belong to a different systemic realm
than organizations while the respective mode of basal operations of the two systems

(thoughts against decisions) cannot intertwined -, and the methodological selection
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of the researcher to gather data by interviewing top organizational members of the
cases under study. The fact that most of the previous studies based on SST
framework use interviews in a certain way, does not resolve the contradiction. The
current study shows that a researcher has to confront with it during the whole
research process and cannot take for granted the use of interviews beforehand;
especially when semi- or open-structured interviews are conducted. Personally, |
tried hard to focus on elements consistent to the theoretical framework during the
interviews. | also tried hard to distinguish among interviewees’ personal feelings,
emotions or values - by indicating organizational descriptions, word repetitions or
contradictory statements - in order to reveal organizational communicative themes
during the content analysis phase. Nevertheless, the consistency of methodological
procedures which involve humans (interviews, focus groups, participant observation,
etc.) needs more justification within the social systems theoretical framework.
Particularly, when these procedures are employed in the research of SMEs (or
organizations with underdeveloped formal structures and procedures, in general)
where the volume of data coming from other sources (minutes, public statements,
etc.) is too small for a researcher to trace the decision chain in an alternative way.
However, the contradiction seems that cannot be resolved easily but only processed
retrospectively, through new empirical studies that will contribute to SST. The

IIIII

second point refers to the part of findings where repeatedly the “I” of each different
entity converge to the “We” of the organizational form (co-operatives), despite the
fact that SST requires to treat each organization according to its individuality, as its
autopoiesis inevitably leads to its individualization. The way that this study
incorporate a possible explanation of this incident into the broader understanding of
the systemic function of the communicative construct ‘members’ in the change
process, offers indications for a new opening in the organizational aspect of SST. A
relevant discourse and research among SST scholars could advance in a vertical
analysis of the concept of organizations in the taxonomy of social systems that
Luhmann introduced (see Figure 3.3: p. 81). This might occur in the basis of the main
constructs that are used in the organizational communication (decisions) which

enable the autopoiesis of the organization. The findings of the current study imply

the existence of a sub-level related to the level ‘(business) organizations’ which is
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‘co-operatives’; that is, organizations which use the construct of ‘members’ (their
needs and interests) to orient and restrict the sequence of decisions (see figure 6.2:

p. 224).

7.4 PRACTICAL IMPLICATIONS OF THE RESEARCH

Observing the organizational change in co-operatives in the abovementioned
manner, could have certain implications for those working or related in one way or
another to pharmaceutical co-operatives (pharmacists-members of the co-
operatives, executives, managing directors, Board members, consultants, etc.).
However, it must be stressed from the beginning that these implications have
nothing to do with the so-called “direct transfer of scientific results to the practical
domain” (Kieser et al., 2015, p. 206). This type of transfer is impossible according to
SST. Knowledge (like the one that is hopefully contained in the thesis in hand), which
is produced in institutions/organizations (universities, business schools, etc.) that
belong to the system of science, cannot be directly transferred to a system of
practice (e.g. a co-operative firm). These external institutions are also organizations
themselves, i.e. operationally closed systems, which may become structurally
coupled with an organization that belongs to a different systemic realm. Through the
structural coupling, knowledge that has been created in the scientific context of one
organization could irritate the other (Besio & Pronzini, 2010, pp. 19-20; Seidl &
Mormann, 2014, p. 148). This irritation can have an impact only if the meaning of
scientific results is reconstructed by the system of practice according to its own

logics (Kieser et al., 2015, p. 206).

Indeed, a first general implication strongly related to the adoption of SST as a
theoretical framework of the study, rests on the above assertion. Practitioners must
be aware of the fact that the transfer of solutions or knowledge from external
sources (e.g. consulting firms, business schools), in order to facilitate change in a co-
operative, has certain limits. It can only produce irritation or astonishment to the

management of the firm (Mayr & Siri, 2010, 9 48). This irritation can have an impact

237



CHAPTER 7 CONCLUSIONS

only if knowledge or solutions can be translated into co-operative’s organizational
language, i.e. into its semantics and practice. As a result, no real ‘transfer’ of ‘ready-
to-consume’ change plan is possible unless it is transformed in a way that it will take
into consideration the particularities of the formation and reproduction of the co-

operative organization.

Moreover, the theoretical, methodological and analytical selections of the study as
well as its final outcome imply a shift of the concern from the developments in the
external environment or from charismatic leaders’ intervention to the inner
workings of the co-operative and especially its structure formulation (decidable or
undecidable, formal or informal structures) and the processing of meaning. No
matter how change is ignited, it must be oriented by decisions which take into
account the particularity of the co-operative organizational form (i.e. user-owned,
user-controlled and user-benefited organization) and not by “breakthrough action
plans for the hungry public” (Beyes, 2005, p. 457), or new truisms and trendy
attitudes that constantly rush in the organizational field by referring to “necessity”
and “nature of things” (Andersen, 2003). Co-operatives, as any organization, must be
provided with a self-view that will enable them to take responsibility of their own
solutions to the problems they face and not rely on external concepts or fads
(Luhmann, 2000a). Hopefully, the findings and the outcome of this study might
enrich the co-operative practitioners’ understanding of the decision situations that
they face regarding phenomena like organizational change, instead of offering
recommendations on how to act. This implication is a type of what Nicolai and Seid|
(2010, pp. 1277-1279) call “conceptual relevance” of scientific results in contrast
with the typical “instrumental relevance” that usually demanded for the application

of scientific results in organizational and management studies.

Another implication stemming for the results of the study is the assumption that as
long as the mutual character of the co-operative organization (i.e. observing the
world through the ‘filter’ of members’ interests) ensures the reproduction of the
organization, it remains a factor of strength and viability and not of weakness and

decline. On the contrary, distancing the decision making from “members’ interests”
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imposes the risk of organizational dissolution. Replacing the orientation of decisions
to “members’ interests” by a different construction (e.g. profitability), may lead to
the demutualization of the co-operative. The findings of the research shows that this
assumption holds its value irrespective of how radical changes the co-operative may
have experienced. Concequently, organizational change and evolution is not a
matter of choosing the proper organizational form, as the proponents of the
structural inefficiency of co-operative form argue, but a guaranteed event of the
constant reproduction of the organization. A concrete type of change is the solution
(among alternatives) to a specific problem but at the same time it creates new
problems pending for new solutions. Observing change through the
problem/solution distinction becomes an infinite process which fuels the
organizational communication and feeds its need for connectivity hence ensures the
autopoiesis of the organization (Knudsen, 2010: 9] 51). For the case of co-operatives,
change must always lead to the reproduction of the constitutive distinction of these

organizations, which is their establishment by their patrons.

Finally, practitioners must be aware of the fact that there are multiple solutions for
the same problem. Certain decisions about change imply that there were (and
maybe still are) other decisions that could be made, functionally equivalent to those
already taken, which could perform the same function but with different side-effects
(Besio & Pronzini, 2010, pp. 13-14). Reviewing those equivalents and shedding light
on the side effects of each one (for example, different solutions for the problem of
raising equity in a co-operative which imply different outcome of change) could re-

irritate the organization from within and reconsider taken for granted structures.

7.5 LIMITATIONS OF THE OVERALL RESEARCH

Several limitations regarding the research design were presented at the end of
Chapter 4. However, some more limitations must be added:
Despite the as much as possible careful selection of the research (sub-) questions,

persistent evidence led to additional conclusions which enriched explanations
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related to the answers of those (sub-) questions. Therefore, at least two more (sub-)
guestions could be added retrospectively to the initial set:

Q6: How does the co-operative organization cope with immanent and emerged
paradoxes during the change process?

Q7: How is meaning processed through the change process?

The small numbers of pharmaceutical co-operatives in Greece that have experienced
multiple changes/departures from the traditional form (only five, while the three of
them were the sample of current research); the compatibility of those changes with
changes that have been studied in other countries and other industries (e.g.
agriculture); the fact that the research findings prove that, despite their unique and
identical character, the co-operatives under study share substantial similarities in the
way that they perceive and interpret changes; and finally, my professional
knowledge about pharmaceutical market as well as the informal conversations and
the interviews that took place during the study - which demonstrate those co-
operatives’ pioneer position in the evolution of change within the universe of Greek
pharmaceutical co-operative sector - support the assumption that the conclusions of
the research could refer to Greek pharmaceutical co-operatives as a total. One might
also reasonably imply that the conclusions could be transferred to countries of the
European South which share similarities with Greece as far as the pharmaceutical
market formation, the legal framework, the role of co-operatives and the welfare
policies or austerity policies are concerned (e.g. Portugal, Spain, etc.). Nevertheless,
the present thesis is definitely limited to the social, cultural, political and economic
context of Greek pharmaceutical market. It is the reader’s (or user’s) decision
whether the results of the research could be transferred to another industry, country

or population.

The research was conducted in 2011 when the financial and debt crisis in Greece had
just broken out and the austerity measures that the government, under troika’s
supervision, took, had not unfolded their full effects. Since then, the overall business
environment as well as the welfare policies which always have a strong impact in

pharmaceutical industry has been struck by the austerity and the efforts to reduce
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the national debt. Therefore, the present thesis is not able to identify the potential

impact of crisis to co-operatives’ perceptions and attitudes.

Finally and in order to be consistent with SST epistemology, | have to stress that my
observations in this research are self-referential, too. The findings do not exist
independent from the way of my observation. Following Luhmann’s famous urge, |,
the researcher, have to “become myself a rat in the labyrinth and have to reflect on

the position from which | observe the other rats”.

7.6 SUGGESTIONS FOR FURTHER RESEARCH

Taking into account the limitations of the thesis, as well as the fact that SST, despite
its real extended character and the explicit reference to organizations, has been very
ill-grounded to empirical evidence till now in the field of organizational studies — not
to mention the co-operative studies - certain suggestions for further research
appear. The current research endeavor as well as the interpretation of its findings
could be a first step to future research projects that would explore, within social
systems theoretical framework, undeveloped issues that emerged from this research
or ever undeveloped issues in the field of organizations and especially the co-

operative organizations. In a more concrete way:

Except for the theme ‘members’ which major importance was analyzed in this
research, some other themes also emerged but they did not have the universal
character of ‘members’: e.g. ‘survival’, ‘competition’, ‘power’. A future research
could observe and analyze the role that these themes play in the systemic function
of the co-operative organization. Studies within SST framework could also reveal the
way that normal pressures for efficiency, or profitability, or any other economic-led
term are interpreted and constructed internally by the co-operative organization and

the way they function in organization’s structures.
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Another orientation of future research could be towards a more detailed study
about how the co-operative organization unfolds and copes with its inherent
paradoxes; especially, the paradox of an organization form of collective ownership
and mutual character which survives and thrives for two centuries now within a pure

capitalistic environment.

A much interesting and intricate issue is the one of the structural coupling and the
interpenetration57 between the co-operative and its members-patrons (either as
persons or as business entities). Regarding the organizational change in co-operative,
one could observe and study how the co-operative organization and its members-
patrons co-evolve and particularly how changes in members’ business activity irritate
change in the structures of the co-operative and how this recursively affects
members. In the same line with the previous suggestion, the coupling mechanisms
between the co-operative organization and other elements of the broader societal
environment (e.g. political, cultural, educational and so on) could be the object of
further research. Especially, the irritations that those elements sustain over the co-
operative organization for a certain time period is of great importance for the study

of change in the co-operatives.

Future research could be also oriented towards the study of trivialities®® of co-
operative organizational life and the way that they affect decisions about change in
co-operatives. This is a much unexplored area in the field of organizational studies, in
general. However, these uncontested organizational facts, particularly those which
are related to the everyday communication with the member-patrons and their
service, act as permanent or temporary structures which can restrict or favor

solutions regarding change orientation in the co-operative organization.

> Interpenetration occurs when an autopoietic system presupposes the achievements of the

autopoiesis of another system (Luhmann, 1995).

> According to Besio & Pronzini (2010, p. 11): “Trivialities are characteristics of social systems that are
immediately observable and that few would ever feel the need to explain, because their obviousness in
uncontested.”
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In a more theoretical level, tensions that arise between the insights of SST and the
empirical evidence could be identified and explicitly explained within the same
theoretical framework, in order SST not to be a “take it or leave it” project as it is
often accused (la Cour et al, 2007) but remain an “open project”, instead (Nassehi,

2005).

Further research could extend similar projects like the thesis at hand to the
pharmaceutical co-operatives of other European countries or to the non-agricultural
co-operatives which function within a different industry (e.g. carpenters’ or
plumbers’ co-operatives, etc.), while an interesting topic would be how change
unfolds in the co-operatives after financial crisis has stroked a country and whether
alterations to the conclusions of present thesis can be observed in the aftermath of

crisis.

Nevertheless, the current study could be the basis for future research projects within
other research stands, as well:

Using the typology of organizational departures of the co-operatives from the
traditional model, which was developed for the needs of the present thesis (Table
6.1: p. 203), one could apply it and identify the rate of similar changes in co-
operatives which work within other industries and/or in other countries but Greece.
Quantitative studies could also examine the correlation between those changes and
other factors in micro level (efficiency of the firm, profitability, employability, etc.) or

macro level (national economy, international economic and financial trends, etc.).
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APPENDIX I: Preliminary Questionnaire

UNIVERSITY OF SALFORD

Salford Business School
"Organizational Change in Pharmaceutical Retail Co-operatives
in Greece"
THEODOROS NTRINIAS

QUESTIONNAIRE FOR IDENTIFICATION OF CHANGES
(PLEASE MARK WITH THE SYMBOL V ANY CORRESPONDING CHANGE)

MEMBERS’ ADVANCE PAYMENTS Year of
PROPORTIONAL TO THEIR ANNUAL Application:
TURNOVER OJ
ESTABLISHMENT OF OPTIONAL O Year of
SHARES Application:
Year of
e Wholesale Trade Application:
(pharmaceutical) O

e Rendering of
FOUNDATION OF SUBSIDIARIES, Services O

FOR:

e Raising Funds 0

e Other Reason
(please report:)

I
INVESTMENT SHARES 0 Year of
Application:
DIFFERENTIATION OF Year of
COMMERCIAL POLICY AMONG Application:
MEMBERS (e.g. according to [

following criteria: annual turnover, | || e
time of payment, total cost, etc.)
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ACQUISITIUON OF OTHER CO- = Year of
OPERATIVE Application:

ACQUISITION OF PRIVATE = Year of
WHOLESALER Application:

MERGERS WITH CO-OPERATIVES = Year of
Application:

ANNUAL TURNOVER (GROUP) (2011) = rovvveoreeeeeer e seeeee e seeseeseeseenessees e sesseennes

NUMBER OF MEMBERS = ......ccccvviniirinne

NUMBER OF SUBSIDIARIES = ..............

SIGNATURE
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APPENDICES

Interview Questions

Theory topics

Research questions potentially answered

Which is the temporal sequence of changes?

decision sequence

How is the co-operative/environment
distinction, hence the boundaries of a co-
operative organization, constantly
reproduced during a change process?

Has the one change effort caused the
subsequent?

decision sequence, autopoiesis, uncertainty
absorption

How do the decision premises of the co-
operative organization affect the change
process and how are they affected by it? /
How is the co-operative/environment
distinction, hence the boundaries of a co-
operative organization, constantly
reproduced during a change process?

How could characterize the

environment?

you

system/environment  distinction,  system
boundaries, undecidable decision premises,
cognitive routine, complexity

How do co-operatives internally construct
their external environment? / How is the co-
operative/environment distinction, hence the
boundaries of a co-operative organization,
constantly reproduced during a change
process?

Was change procedure an adaptation to
external pressures or an internal necessity?

system/environment  distinction,  system
boundaries, undecidable decision premises,
cognitive  routine, adaptivity, linearity,
structural coupling, autopoiesis, recursivity,
complexity

How do the decision premises of the co-
operative organization affect the change
process and how are they affected by it? /
How is the co-operative/environment disti-
nction, hence the boundaries of a co-opera-
tive organization, constantly reproduced
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during a change process? / How do co-
operatives internally construct their external
environment?

Do you believe that after each change effort
you are closer to environment requirements?

system/environment  distinction,  system
boundaries, undecidable decision premises,

How is the co-operative/environment
distinction, hence the boundaries of a co-

cognitive routine, adaptivity, structural | operative organization, constantly
coupling, autopoiesis reproduced during a change process? / How
do co-operatives internally construct their
external environment?
Which are the main differences between a | system/environment  distinction, system | How is the co-operative/environment

cooperative and the rest firms of the same
industry?

boundaries, undecidable decision premises,
cognitive routine, autopoiesis

distinction, hence the boundaries of a co-
operative organization, constantly
reproduced during a change process? / How
do co-operatives internally construct their
external environment?

Which is the impact of turmoil and
uncertainty in the environment to the
decision process regarding changes?

decisions, system/environment distinction,
system boundaries, undecidable decision
premises, decidable decision premises,
structure, organizational culture, complexity

How do conditions for decision
communication change when co-operatives
perceive external environment as increasingly
complex, vague and turbulent? / How do the
decision premises of the co-operative
organization affect the change process and
how are they affected by it?

Do you believe that decisions about changes
were a one way out or were there any
alternatives?

adaptivity, linearity, contingency, autopoiesis,
system/environment distinction

How do conditions for decision
communication change when co-operatives
perceive external environment as increasingly
complex, vague and turbulent? / How do the
decision premises of the co-operative
organization affect the change process and
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how are they affected by it? / How do co-
operatives internally construct their external
environment?

Do you believe that there is something in the
nature of the cooperative that could only lead
to these specific changes?

organizational closure, interactional
openness, autopoiesis, system/environment
distinction, system boundaries, undecidable

How is the co-operative/environment
distinction, hence the boundaries of a co-
operative organization, constantly

decision premises, decidable decision | reproduced during a change process? / How
premises do the decision premises of the co-operative
organization affect the change process and
how are they affected by it?
Do you think that after each change effort | system/environment distinction, system | How do co-operatives internally construct

you are closer to the operation mode of an

boundaries, undecidable decision premises,

their external environment? / How is the co-

Investor Owned Firm (IOF)? Do changes | cognitive routine, conventional change | operative/environment distinction, hence the

strengthen or weaken differences between | assumptions boundaries of a co-operative organization,

cooperatives and IOF’s? constantly reproduced during a change
process?

Did changes proceed and bring outcome as | adaptivity, linearity, complexity, | How is the co-operative/environment

planned? manageability, recursivity distinction, hence the boundaries of a co-
operative organization, constantly
reproduced during a change process? / How
do the decision premises of the co-operative
organization affect the change process and
how are they affected by it?

Do you think that the members-patrons of | system/environment  distinction, system | How is the co-operative/environment

the cooperative constitute a part of the
organization or the environment?

boundaries, decision premises

distinction, hence the boundaries of a co-
operative organization, constantly
reproduced during a change process?
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Table 9.1: Set of questions used in interviews and their interconnectedness with theoretical framework and research questions
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APPENDIX lll: Information Letter to Participants

Participant Information Sheet

| would like to invite you to take part in a research study conducted within the frame
of Business School of University of Salford. Before you decide you need to
understand why the research is being done and what it would involve for you. Please
take time to read the following information carefully. Ask questions if anything you
read is not clear or would like more information. Take time to decide whether or not
to take part.

Thank you for reading this.

Study Title
Organizational Change within Pharmaceutical Retail Co-operatives in Greece.

What is the purpose of the study?

The aim of the study is to explore, analyze and interpret the characteristics of
organizational change in a complex organizational form, such as the retail co-
operative entity. By doing this we could advance our knowledge on special
organizational forms, such as co-operatives which continue to survive and thrive.
Moreover, a potential transfer of this knowledge to the field of other business forms
would be a goal of major importance, especially in European countries like Greece
with the large number of SMEs striving to survive in the middle of the current,
potentially devastating, economic disorder.

Why have | been invited?

Your current position as a senior executive/member of board of directors in the co-
operative you work offers you great experience, accurate knowledge and an
integrated view of issues regarding change efforts and the relative outcome within
your co-operative. Two other executives/members of board of directors have also
been invited in the co-operative you work. The same research is been repeated in
two more retail co-operatives with the same number of persons involved in each co-
operative.

Do | have to take part?

It is up to you to decide. We will describe the study and go through the information
sheet, which we will give to you. We will then ask you to sign a consent form to show
you agreed to take part. You are free to withdraw at any time, without giving a

reason.

What will happen to me if | take part?
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The research project will last for a year and a half but normally you will be involved
not more than 2-5 hours within this period. You need to meet the researcher 1-3
times within this period. In the first and most important visit you will be interviewed
for not more than two hours. The interview would actually be an open conversation
without questionnaires to be filled, mostly regarding issues about the design, the
implementation and the outcome of change efforts in your co-operative. It would be
very useful for the reliability of the research and time-saving to tape record the
conversation or else the researcher must keep written notes and this may increase
the duration of the interview or the frequency of the visits. Supplementary to the
interview, there will be gathered any available data from other sources (documents,
archives, publications, etc). A short second visit may be possible if there are any
vague issues to be clarified by the major interview. Recorded or written data will be
analyzed with content analysis techniques. Finally, draft writings which represent
researcher’s conclusions drawn by the oral or written material you gave to him/her
will be sent to you for any comments or recommendations (respondent feedback —
possible third visit).

Expenses and payments?
There is no prediction.

What will | have to do?

You should help these 1-3 meetings to be arranged at any time, date and place
available to you. It would be fortunate if time and place of the interview could be
arranged in a way to avoid external disturbances. You are expected to answer to any
clarification questions after the interview within a reasonable time period. The
interview itself will be an open discussion and it does not need any special
preparation.

What are the possible disadvantages and risks of taking part?

There are no risks for the participants as the confidentiality and anonymity of firms,
persons and data involved in the research are assured. The only inconvenience
comes from the time the participant has to spend for the interview, the possible
clarifying questions and the correspondent feedback.

What are the possible benefits of taking part?

Interviews with experienced executives/member of board of directors and the
following scientific analysis of the related material could help the researcher explore,
analyze and interpret the characteristics of organizational change in the retail co-
operatives. The final outcome of the whole study could possibly lead to the reveal
and deep understanding of unique characteristics of organizational change in co-
operatives. Dissemination of the research findings could help both the
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administration and the senior management of co-operatives to design, implement
and orient the change procedures in a more effective way.

What if there is a problem?

If you have a concern about any aspect of this study, you should ask to speak to the
researcher who will do his/her best to answer your questions (contact details at the
end of this sheet).

If you remain unhappy and wish to complain formally you can do this through the
supervisor of the research project (contact details) or/and through the University
complaints procedure (http://www.infogov.salford.ac.uk/dataprot/complaints/).

Will my taking part in the study be kept confidential?

All information which is collected from you or about you during the course of the
research will be kept strictly confidential, and any information about you which
leaves the university will have your name and address removed so that you cannot
be recognised. The same will happen with the name and address of the co-operative
you work for. More detail, the actions will be taken:

e The data will be collected by consensual tape recording of the interview,
hand written notes or any other material you will hand in to the researcher.

e Your individual research data, such interviews, will be anonymous and given a
research code, known only to the researcher.

e Your name as well as the name and address of the co-operative you work for
will be anonymous and given a research code name (e.g. executive A of Coop
One)

e In any written material regarding the research project (thesis, papers, interim
reports, etc) both you and the co-operative will be strictly referred to the
code name.

e Hard paper/taped data will be stored in a locked cabinet, within locked office,
accessed only by the researcher.

e Electronic data will be stored on a password protected computer known only
by the researcher.

e Data will be used exclusively for the needs of the concrete study.

e Only authorised academic staff such as the supervisors and the examiners will
have access to view identifiable data and only for research evaluation
reasons.

e Data will be retained and disposed of securely for a minimum of 3 years after
the completion of the study.

What will happen if | don’t carry on with the study?
If you withdraw from the study all the information and data collected from you, to
date, will be destroyed and you name removed from all the study files.
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What will happen to the results of the research study?
The results of the study will be published and they will be sent to you.

Who is organizing or sponsoring the research?

The research is organized by the Business School of University of Salford.

Further information and contact details:
Theodoros Ntrinias

Researcher

Mob: 0030 6977 510730

Email: T.Ntrinias@edu.salford.ac.uk

APPENDICES
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APPENDIX IV: Research Participant’s Consent Form

Research Participant Consent Form

APPENDICES

Title of Project: Organizational Change within Pharmaceutical Retail Co-operatives in

Greece

Name of Researcher: Theodoros Ntrinias

(Delete as appropriate)

> | confirm that | have read and understood the information sheet for
the above study (version x- date), what my contribution will be and

how the confidentiality and anonymity will be protected.

» | have been given the opportunity to ask questions (face to face, via

telephone and e-mail)

» | agree to take part in the interview

» | agree to the interview being tape recorded

» | understand that my participation is voluntary and that | can
withdraw from the research at any time without giving any

reason

> | agree to take part in the above study

Name of PartiCiPant ..o er s e

Yes No
Yes No
Yes No NA
Yes No NA
Yes No
Yes No
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Signature

Date

Name of researcher taking consent  Theodoros Ntrinias

Researcher’s e-mail address T.Ntrinias@edu.salford.ac.uk
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APPENDIX V: Transcribed and Translated Interviews (sample)

C3B1 Interview:
O.: Anto TIG CUVEVTEVEELC e TA OTEAEXN TOU CUVETALPLOLOU OAG EVIOTIOAUE KATIOLEG OAAOYEG

HE Lo xpovikn aAAnAouxia mou Eekivnoav amo to 1999, mou Atav ol pokataBoAEG mou
naipvate t0te pe Bdon tov Tlpo, CUVEXLOQV LLE TNV EUIMOPLKN TIOALTIKN HE TV dpuon
BUYOTPLKWY, LLE TIC TIPOALPETIKEG HePLBEC Kal pag eplypddouv OTL Twpa Pplokeote og il
dadon va avamntiéete unnpeoieg uPnAng mpootiBépevng aiag mou Ba oag mave Kot o AAAQ
povomaTtia. AUTEG ol alayEG TILOTEVETE OTL €depav N pia Tnv AAAn; AnAadn, eiyav pLa kown
Aoy and miow mou otav ekvroate to ‘99 va TG KAvete oag odNynoe PeTA n pia tnv
GMAn;

R.: From the interviews with the executives of the cooperative we have identified some
changes in a sequence that has started since 1999, which were: the imprest you were taking
based on the turnover; they continued with the trade policy, the establishment of
subsidiaries and the optional shares. They (the executives) describe to us how you are now
in a stage to develop high value-added services that will lead you to other paths. Do you
believe that these changes brought one another? That is, was there a common logic behind
them so as when you started making them in ’99, one led to the other?

M.: To olyoupo eival OtL fekwvroope pe BAoh TIC cuvONKeG TNG ayopdc. To Baoikotepo,
onAadn, mou pag mpoPAnudatioe sival mol odelel n ayopd. Mou mnyaivel n ayopd. Apa Ba
£TIPETIE VO TIPOCOPUOCOUE TNV EMIXELPNON oTa KalvoupLla dedopéva Tng ayopdc. Mota eival
Ta KawvoUpla dedopéva Tng ayopdc. OTL n ayopd £XEL ULa TAON VO CUPPLKVWVETAL CUVEXELQ,
ToU dapuakou, apa Ba EMPEME €K TwV MPOTEPWYV va Stacdalicoupe tn Asttoupyia Kal tnv
niopeia Tou cuveTalpLOpoL péoa amo SLadOpPETIKEG UTINPECLEG TTOU POodEPAE OTa UEAN,
yla va Sivetal Kat KivnTpo ota PEAN va CUUUETEXOUV O’ QUTH TNV CUVETALPLOUEVN popdn
TIOU €XOUME GTLALEL, OUTWE WOTE TPOYHATIKA vo KataAaBaivel o AANOG OTL elval HEAOG HLaG
eTxelpnong Kat amoAapBAavel KATIOLEG KL UTINPECLEC KoL KEPSN.

C3B1: The truth is that we started based on market conditions. The key issue which confused
us was where the market is heading; where the market goes. So we had to adapt our
business to new market data. What are the new market data? That the pharmaceutical
market has a tendency to continuously shrink, so we should in advance ensure the operation
and progress of the cooperative through different services offered to members, and give
incentive for members to participate in this cooperative form we have made, so that one
really understands that he is a member of a business and enjoy some benefits and services.
Apa KOLTWVTAG T OUVONKEG TNG ayopag mpoomnadroape va SoUHE TPOG Ta ToU Tnyaivel.
Ekeivo To omoio evtomicape Ntav to £€n¢: OtTL eivat MOAU peydAn mpootBéuevn afia yla tnv
eruxeipnon kL av BéAete PpEpPveL Kal TILO KOVTIA TA HEAN OTO CUVETALPLOMO Kol Toug SEVeL
ETUXELPNUATIKA OTn Astoupyla Tou pEAOUC ML OXL OIMAWG TaBnTIkou oAAG evepynTKOU
pEAOUC, He TRV évvola OTL BALTIEL OTL £XEL eMeVOUOEL OE LA ETILXELPNON TIOU omtoAapBAVEL Kot
OLKOVOULKA 0dEAN pEoa amo T AslToupyia TNG emiyelpnong kal oo amo tn Asttoupyla Tou
1dlou Tou dappakeiov Tou, MPOCHETOUE 6' AUTO TO KOUMATL KAL AVOTTTUGCOUE TO KOMATL
npodoBeta €0oda, mMPOOOeteC umnpecieg ywa TNV ovamtuén Kol TN Aswtoupyia Tou
dappakeiou Tou HESA amO TO CUVETALPLOWO.

So looking at the market conditions we tried to see which way it goes. What we found was
this: that is great value for the company and brings closer the members to their cooperative
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and binds them organizationally not in a passive function as a member, but in an active one;
in the sense that he sees that he has invested in a company that through its operation he
enjoys economic benefits as well as through the operation of the pharmacy itself, as we add
and develop this part by offering additional revenue, additional services for the
development and operation of the pharmacy through the cooperative.

Méoa ¢’ aUTO TO KOMUATL EVIACOOVTOL Kal ol Sladdopeg AelToupyleg TOU GUVETALPLOUOU,
TPWTA Kal KUpLa To B€ua TG LNXavopyavwaong, N UTNpecia tTng LNXavopyavwong va oAl
HEYAAO KOUMATL KOl apKeTA SUOKOAO yla va oTnOel, mpoodEpeTal auTh T oTYUR og OAa Ta
OUVETALPLOPEVA HEAN KoL OTtoLoG BEAEL TNV amOAAUPBAVEL e CUYKEKPLUEVA ODEAN UECO ATIO
autnv T Stadikacia, oUTwWG wote va sival eEaoPaAloeVog OTL EXEL L OTAPLEN Ao TO
OUVETALPLOYO OTO KOUUATL EKELVO TNG LNXAVOPYAVWONG TIoU ival KopBLKO doov adopd otn
Aewtoupyla tou dappakeiov ota kawoupla dedopéva. Qappakeio xwpilg pnxavopydvwaon
onuaivel dpappokeio mou SouAevel ota TudAd. Dappakeio PeE PNXOvVopyavwon onuaivel
opyavwpévo dappakeio kal tétola dappakeia Bélovpe va ¢tidfoups, opyavwpeva
dappakeia cav PEAN TOU GUVETALPLOMOU KAl YEVIKOTEPO cOvV Amoyn CUVETALPLOTIKY £TOL
WOTE TPAYUATIKA VO UIMopoUlV va avtametEABouv oTIG CUVONRKEG TNG ayopdg. Apa, HLa
umnpeoia eivat autn.

In this part the various functions of the cooperative are included, first and foremost the
issue of computerization. Computerization service is complicated and quite difficult to set
up; it is currently offered to all cooperative members and anyone who wants enjoys it with
specific benefits through this process, in a way that it is guaranteed to have a support from
the cooperative in that part of the computerization that is crucial for the operation of the
pharmacy to new facts. Pharmacy without computerization means a pharmacy that works
blindly. Pharmacy with computerization means organized pharmacy and these are the
pharmacies we want to develop; organized pharmacies as members of the cooperative and
in general terms with a cooperative point of view so that they can actually cope with market
conditions. So this is service one.

Agltepn umnpeoia: OKOVOULKA odEAN pEoa amd tnv emévducon OTo cuvetalplopd. Ti
onuaivel auto; Ot madape va AEITOUPYOUUE e TNV TAALA AELToupyia TN CUVETOLPLOTIKN
Tou €Aeye OtTL OAoL amoAappavouv to (6lo, €ite CUUUETEXOUV €ite BEV CUMUETEXOUV 1) €V
TLALOT TIEPUTTWOEL AELTOUPYOUV EVEPYNTIKA 1 taBnTIka Kal dtadopomolndnkape 6cov adopd
N Aettoupyia Tou KABe PEAOUG KOL TN OTAOHN TIOU TALPVEL AMEVOVTL OTNV emLxeipnon. (4.23)
@€\l kAmolog va emevéloel £6w; Oa amoAapBAveL MAPATIAVW UTINPECIEC KOl OLKOVOULKEC
KOl OLKOVOULKA odEAn aAAG Kal umnpeoieg mapamdvw. H Asttoupyia tng S1dBeong twv
TipoloVTWY, N AeLToupyla Twv MopoXwV, SNAAd To TUAUA LNXAVOPYAVWONG UMOPEL va TTAEL
oTo KABe dapuakelo HEAOG Kal cadwe o' aUTO aKPLPWC eMNPEAlEL N TLOTOTNTA KOl N
Aewtoupyio Tou HEAOUG OTO GUVETALPLOUO, VA TOU KAVeL amoypadn, va Tou Seifel akplpwg
Kamola onpeio advvata oto dpappakeio Tou, oUTWE WOTE va opyavwOel KaAUTepa Kol va
€XeL KaAUTepn amddoon. Autn eival pla umtnpeoia CUYKEKPLIEVN KOL UETPNOLUN KOL TNV
amohappavouv mapa moAAol. Apa, sival otolyeia ta omoia StadopomoloUv AvVayKAoTIKA Ta
HEAN peTafl TOug XwpIlg vo XAVOUV TN GUVETOLPLOTIKN Toug Wotnta, sival kobapd Ogpa
ETUAOYNG TOU KaBevO(g TL BENEL va amoAapBAvel amod auThVv TV enixeipnon oav HENOG, BEAEL
va sival arnAd pélog, BEAeL va eival TiLo evepynTko HENOG, BENeL vor amoAapPavel OAeG TIg
UTNPEcie¢ TOU ouvetalplopoUy; Eilvat otn Swakpltikp tou 61dBeson outd. AMA o
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OUVETALPLOUOC QUTH TN OTLYUN Uopel va Tou Swoel OAa ekelva Ta oTolyela Tou BEAEL woTe
va AeLtoupynoel KaAUTtepa To pappakeio Tou Kal autd pag evoladEpetl.

Second service: economic benefits through investment in the cooperative. What does this
mean? That we stopped operating with the old cooperative mode, according to which all
members enjoy the same benefits, independently of their participation, their passive or
active function; we changed taking into account each member’s function and the attitude he
takes towards our enterprise. Does one want to invest here? Then, one will enjoy these
services as well as financial benefits and more services. The provision of the products, the
facilities, namely the IT department which (staff)can go to any pharmacy-member - and in
this the commitment and the operation of the member in the cooperative clearly affects -
to take inventory, to show him exactly some weak points in the pharmacy in order to be
better organized and has a better performance. This is a specific and measurable service also
being enjoyed by too many. So, these are elements which necessarily differentiate members
without losing the cooperative identity. It is purely a question of what everyone wants to
enjoy from this company as a member; does one want to be a simple member or to be a
more active member? Does one want to enjoy all the services of the cooperative? Well, this
is in his discretion. But, at this time the cooperative can provide to him all the elements he
needs in order to best operate in his pharmacy and this is what we are looking for.

O.: Napatnpwvtog tn XPoVikr aAAnAouxia mou MAPATE AUTEC TIG amodACELS Yia AUTOU ToU
TUTIOU TIG OAAQYEC TLC OUYKEKPLUEVEG, BALTIW OTL KATOLEG TIAPONKAV O CUVONKEG TTaXLWY
ayeAAdwV ag To TOUKE £TOL yLa TV 0yopd KOl YLo TO CUVETALPLOUO KT EMEKTOOLY KOl ylol
TOUC¢ GAPLOKOTIOLOUG, KATT KOl KATTOLEG TILO TIPOOGATES (OWC, 08 CUVONKEG OTIOU GUVOALKA TO
OLKOVOULKO cuoTnua otnv EAAGSa €xel pmel og pLo ouvonkn Kplong. Apa £xoupe amodAoeL
TIOU Ttaipvovtal Kol Je €va G To MOUKE guvoiko TeplBdAlov kol ¢’ €va TOAU SUCHEVEG
neptBaAlov. MTaivw oTov MELPACHO, AOUTOV, VO pWTHOW OTL TEALKA OAEC QUTECG OL AAAQYEG
elval amodacelg mou emPAROnKav o 0O AG TO TIOUUE £TOL AMO TO MePLBAAAOV 1 NTAV HLa
€0WTEPLKNA Sladlkaoia KL avaykaldTnTo TOU CUVETOLPLOMOU OOG TIOU 08NYNOE OE QUTEC TLG
oAAayEg. Mati yia mapAaSelypa, oV oL TIPOOLPETIKEG LEPLOEC, A TO TTOUKE, £XOUV VA KAVOUV
LE TN XPNUATOTILOTWTLKN TILEGN TN ONUEPWVN A N TAPOXN UTINPECLWV pnxavoypddnong n
aloOnTikol €pyxovtal oe Lo TEpioSo avamtuéng yla tnv ayopd tou ¢apudKou, ylo TO
OUVETOLPLOWO, KATL. TeAwkd to TepLBAAlov elval o cag «eTIPBAAAEL» VO KAVETE KOl Vo
TAPETE QUTEC TIGC amodaoelg oAaywv 1 EXETe pla sowteplkn Sladikooia, eiote
TIPOCAVATOALOUEVOL TTPOC AUt T dladikaoia;

R.: Observing the temporal sequence within which you took these decisions about this
specific type of changes, | see that some were taken in conditions of fat years, so to speak
for the market as well as the cooperative, and by extension, also for pharmacists, etc. and
some, perhaps the more recent, in situations where the overall financial system in Greece
has entered crisis conditions. So we have decisions taken within a favorable environment
and also decisions taken in a very hard environment. I'm tempted, then, to ask: are
eventually all these changes decisions imposed on you by the environment or was there an
internal process and necessity of your cooperative that led to these changes? For example, if
the optional shares have to do with the current financial pressure or IT services and
beautician services come along with a period of growth for the pharmaceutical market, for
the cooperative, etc Is the environment that imposes on you these change decisions or is
there an internal process, are you oriented to this process?
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M.: Eyw Ba ‘Aeya kal ta Suo.

C3B1: | would say both.

O.: Kaita dvo;

R.: Both?

M.: Kat ta 600 pe tnv €€ng €vvola. Kat' apxdg n Aettoupyila pag rtav TETOlO TIOU
TPAYUOTIKA AyYLle QUTA Ta onpela.

C3B1: Both in the following sense. First, our operation was such that it really touched these
points.

O.: Ano tnv apxn, SnAadn.

R.: You mean, from the very beginning.

M.: Arto Tnv apyn. Amo tnv idpuaoh pag. OAape va EedpUyoupe amno to Kabapd ...oTeEPEOTUTIO
TPOTUTIO TWV CUVETALPLOUEVWY AELTOUPYLWV Kal va Swooupe wbnon o€ GAAEG AeLtoupyieg
oUTWG WOTE TMPOYHOTIKA VA UTTOPEL val uTtdpxel pia dtadopomoinon Kal va UTIAPXEL HLa
{wvtavia péoa and autn tn Sladikaoia. Na Asttoupyei, dnAadr, OxL LoOMeSWTIKA Kol
e€lowTka aAAd va umdpxouv SLapopoTOLROEL;, OL OTIOLEG ... AUTEG OL SLadOPOTIOLHOELS
OTIPWYVOUV TNV E€miXeipnon Umpootd, 6ev TEAUATWVEL Kal auto PynAke HECA amo Mla
QVAAUGN TNG EUMELPLAC YEVIKOTEPA TWV CUVETALPLOTIKWY SOUWV OTIWE £Xouv dnuoupynOet
otnv EAAada 6Aa auta ta xpovia. Kal pag Epaye apketo xpovo. M auto akplBwg Aéw OTL Kal
og KOAEC TEPLOSdoUC Tou TBavwWG va eixape Kot GAAeg Sle€odoug yla peEYaAUTEPN
kepdodopla, empeivope og autd TO KOUUATL yLati;

C3B1: From the beginning; since our establishment. We wanted to get away from the
stereotype of cooperative function and give impetus to other functions so that it could really
be a difference and vitality through this process. Namely, to function not in leveling and
equalizing way but to leave room for variations... these differences push the business
forward, it does not stagnate, and this came through an analysis of the general experience of
cooperative structures that have been created all these years in Greece. And we spent
enough time. That’s why | am saying that even in good times when possibly we could have
more solutions for greater profitability, we still insisted on this attitude. Why?

Mati emAé€ope éva poviého Asltoupyiog tng emixeipnong, to omoio Asttoupyoloe o€
eninedo kabBapd CUVETALPLOTIKO AANG pE KpLTRpLo KaBapd LOLWTLKOOLKOVOULKA 000V adopd
Kamoleg Aettoupyieg. AnAadn, emPpaPfeloape Tov KabBéva Tou NOBeAe va OCUMMETEXEL
napandavw 8w Kat va BAlel elte OolKOVOULKA £ite pe TN Aettoupyia tou tnv (Sla va B€AeL va
avarntuxBel pall pe tnv mopeia tou cuvetalplopol. Katl autd Asttoupyolos cuVSUAOTIKA LIE
amotéAeopa mapa MOANEG Asttoupyieg va TpE€ouv Mapamavw ammd TV Tiieon akpLlBwg tnv
1810 TWV HEAWV OVTOC £XOVTAC AKOUUTOEL 6w TEPQ, OTNV ETILXEIpNON. ATtO TNV AAAN HePLA,
BéAw va Tw OTL aUTO NTAV KoL KOAO Kol KOKO HE TNV €N €vvola. e TOAAQ onuela pag
£¢depve miow oe oxéon HUE TNV Oyopd YLOTL.. Ol TPOUNOEUTEC oG Kol TO KUKAWMO TOU
xovépeumopiov otnv EAAaSa emnpealdtav mapo TOAU armd To cUCTNUO TWV EEAYWYWV KoL
arnd To oUOTNUO MO SLOYKWHEVNG ayopag £T0L OMwe Asltoupyouce otnv EAAGSa KL auto
dnuloupyolos TOPEVEPYELEG OOOV 0popd TN AELTOUPYLA HOG OE OXECN HUE TOPO TIOAAEC
gTaLpeieg. To SeXTAKOUE AUTO, TMOBAVWE TO KOGTOAOYAOAE, Ao TNV GAAN PEPLA OUWE HOG
BonBnoe oto va avamtuxBoU e ECWTEPLKA KOL VO OVATITUEOUE AELTOUPYLES, TIOAPATIAEUPEG
dnAadn pe auth kabeautr ) Asttoupyia TG dappakamodnkng, oUTWE WOTE TPOYHATIKA va
avoifoupe tn BevtdAla Kol vo. AELTOUPYCOUV UTNPECIEC TETOLEG TTOU £EPVAV KOl KOVTA TO

282



APPENDICES

HEAN Kol TOug €8lvav kal amodoon e TN Hopdr OVTAMOSOTIKOTNTOG CE OXECN HUE TN
OULLLETOXN TOUG OTO CUVETALPLOWO.

Because we chose a business model which operated at a purely cooperative level but at the
same time, with purely private economic criteria, regarding some of its functions. We
rewarded everyone who wanted to participate more and either financially or with his
operation itself wanted to grow along with the cooperative. And these worked together with
each other and as a result so many functions ran better [than planned] because of the
pressure that members who leaned on the firm put on. On the other hand, | want to say that
this was good and bad at the same time in the following sense. In many points it kept us
back from the market because ... our suppliers and the wholesale market in Greece was
influenced too much by the export activities and by an enlarged market as it operated in
Greece and this caused adverse effects on our relation with many companies. We accepted
it, probably pay the price for it, however on the other hand, this helped us to grow internally
and develop functions collateral with the main operation of the pharmaceutical warehouse,
in order to really open the fan and offer such services that brought members closely [to the
cooperative] and also gave them a return in the form of a compensation in relation to their
participation in the cooperative.

O: Aev mpooavatoAloTikate oto eUKOAO kEpSog SnAadm...

R.: You weren’t oriented to easy profits, were you?

M.: A, urpapo. Ki Atav n 8uokoAn 080¢ auth ylatl AOeAe apKeTd KOTIO Kol NBEAE Kal ApKeETA
HEYAAO XpoOvo emévluaong yla va GTIAEELG T OTEAEXWON YLO VO UTTOPELG va TapokoAOUBEi(g
OUTO TO TPAyYHA. AnAadr, To va PTLALELG TN OTEAEXWON TNEG UNXAVOPYAVWONG TIoU EAEyQ
mponyouueva, 8ev GTLAXVETOL Ao TN Ul Hépa otnv AAAn, gv Umopeic vo MAPELS ETOLUQ
oteAéxn va ta Balelg edw MEPA Kal va Aetoupyrnoouv. MpeEneL va evowpatwBouv pe tnv
eruxeipnon kat va Aettoupyouv yla tnv emxeipnon. (10.25) Apa B€AeL xtiowo autd to
KOUUATL.

C3B1: That’s the point! And this was the difficult route because it needed great deal of strain
as well as enough investment time in order to provide the staff and monitor the whole thing.
For example, providing the staff for computerization service that | mentioned before, is not
something that we built in one day; you cannot hire already experienced staff, position them
here and make them work. They must be integrated to the firm and function for the firm.
Therefore, you need to build this part.

To Kopuatt tng ofuyovoBepaneiog, Twv (akatavonto) Kol OAWV TWV TOPATTAEUPWY
EVEPYELWV OO0V adopd TN AeLToupyla Tou Koppatiol autou, BéAeL xtiowpo. ANAG To xTiloupe
olya-olyad KL €xoupe ptaoel o’ €va mdpa oAU KoAd onpeio. To KOUUATL TOu tapadapudkou,
YEVIKOTEPQ, MG MPOPANUATIOE LSlaitepa. ITIC OUVONKEG SLOYKWUEVNG OyOpPAC NTAV ULIKPO
KOUUATL, OUWE ATV £va KOUUATL TO oTtoio £€8eve GUVOALKA TN Asttoupyia tou dappakeiou.
Elval peyalo mpaypa va E€pet 0 pappakomoldg OTL £XEL LLa ETLXEIpNON oo Miow Tou Tou
Slampaypatevetal av oxL ya To 100% tng Asttoupylog Twv MPoloviwy autwv oAAd o Ttdpa
TOAAG amd auTd, oe peydlo Tocooto. Kat StapAémnovtag akpBwe Kal TIC CUVONAKEG OTLG
omoieg Ba Asttoupyroouv otnV ayopd HEANOVTIKA eTUAEEQE OUTO TO KOMUATL Z€PAUE OTL
KAToLa OTLyUN... 0 auTr Th ¢don nou Bplokdpacte Twpa Ba eiyope Bpebel moAL o mpwv.
Aev pmopel n umolownn Eupwrin SnAadn va tpéxel pe povopnrdla vouuspa KL gpeic va
Tpéxoupe pe Supndra voupuepa. Kamola otypn 6Aa autd ta npdypota Oa sivatl oav €€w.
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The oxygen-therapy service, the (unintelligible) and every side act regarding the operation of
this service, need to be built. However, we are now building this, stone by stone and we
have reached a very good point. We have significantly been troubled by parapharmaceutical
products. In the conditions of expanded market this was a small part, however it was a part
integrating the function of a pharmacy. It’s a great thing for a pharmacist to know that there
is a business behind him which can negotiate, maybe not for 100% of the products but surely
for the majority of them, for the largest part. Foreseeing the future market conditions, we
chose this niche. We knew that we would end up at this point ...we should be in the current
phase long ago. Namely, it is not possible for Greek [pharmaceutical] market to grow with
double-digit rate while the rest European market is growing with single-digit rate. At some
time, [growth rate] will become the same.

O.: Elmate katL mponyoupévwg, otn Stadikaoia ANPNnG Twv anodACEWV YL QUTEG TIG AANAYEG
elyate evaAl\aKTKEC, eV ATAV LOVOSPOUOC OUTEC oL aAAayEG, slyate evaAlakTikEG. Molo
ATOV TO KPLTHPLO TEALKA TIOU eMEAEEE AUTEC TIC ATMODACELS KAl OXL KATIOLEG GAAEG LOOTLUEG
lowg ) KoL 0 KATOLO €TIMESO TILO ATOSOTIKES (OWG, TILO SNUOCLOCXEGCITIKEC,... AVAAOYWC TILO
oTLONTOTE, £T01;

M.: To kpLtplo to 1o Paciko Atav OtL ol dAeg allayég Ba Snuloupyovoav poBAnuata
OTh GUVETALPLOTIKN o).

0.: MdAwota.

R.: You said something previously, that in the decision making process there were
alternatives. These changes were not one-way route; there were alternatives. Which was the
criterion to choose these decisions and not something else, equally valid, or maybe more
efficient, or more public-relation-like, more...?

C3B1: The most fundamental criterion was that other changes would create problems in the
co-operative structure.

R.: | see.

M.: Elval olyoupo OtL... mtap’ OAo OTL n €MAOYN HOG OTO CUVETALPLOMO elval Sedopévn Kot
E€poupe akpBwg otL Sev €xoupe GAANn emhoyn, Sev elval mavakela, av kabBlooupe Kal To
£€ETACOUE OTLG CUVONKEG TNG OYOPAC KOl ELSLKA LA AVOLYTAC 0yopdc TIou {oUUE onUEpa.
Exel mpoPAnuata, €xel mpoPAnuata otn ARPn tTwv anoddcswy, €xeL MPOPANUATA OTO va
UMOPECELG VA EKTLUNOELG KATIOLO TIPAYHOTA, VA TA €PAPUOCELS AUECWC, BEAEL eumEdSwon,
BéAel Souleld. Opwg Atav emidoyn. (12.58) Anhadr emAé€ape aUTO TO KOUMATL ylatl
EKTLUNOAUE OTL 6w €lval n Baon pag, ebw MPENEL va avanmtuXBoUpE, 08 AUTO TO KOUMATL
TIPEMEL VAL avamTuxBoU e Kot 0To TEAOG-TEAOC Sev UTTOPEiC va Ta KAVELS OAa pall KaAd.

C3B1: It is certain that, despite the fact that our dedication to the co-operative [form] is
given and we actually realize that we have no other choice, this is not a panacea though;
especially if we examine this within the market conditions and more precisely, within an
open market conditions like the ones that we experience today. There are problems.
Problems in decision making, in estimating things, in implementing things immediately; it
needs consolidation, it needs work! Anyway, it was a choice. We chose this part because we
considered that this is our basis, here is where we should be deployed, in this segment we
should be deployed and at the very end one cannot do everything well.

Kamola mpaypata Oa mAyalvoy omd Tn pa mAsUpd Kamola Ba mryolvay amo tnv AAAn.
MBavwe, av pmopouace va UTApEEL EVag CUYKEPOOUOC aUTWY Twv dU0 Tpaypdtwy Ba ntav
TO 16avikd. AAG elvat TOAU SUOKOAO va TIETUXEL CUYKEPACUO O TETOLOU €180UC GUVONKEG
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NG ayopac. Apa eMAEYELS £va KOUUATL, TO QVATTUGOELG, YL QUTO OKPLPWG avamtuydnKape
Kol tepLpepeLoKd, avolEape TIG AAAEG amoBnKeG, TIG BuyATPLKEG, OTOUC UTIOAOLTTOUC VOUOUG
Kall Aettoupynoape o eninedo Asttoupyiag oxebov Pndevikol KOOTOUG, e TNV €vvola OTL
arnoteAoVoaV TPAYUATIKA ooV TTOPAPTAUATA AmTAd, TA ool amoTteAoUCOV HOVO CE TOTUKO
eninedo yla €fumnpétnon Kol POVO, XWPLG vo MG TPOoBETOUV HEYAAO KOOTOC OTnV
eTuxeipnon. Apa UMopEcape Kol AmAWBNKOUE 0TNY ayopd SNULOUPYWVTAG LE TNV TOUTOTNTA
NG Aettoupylag pag Kot tTnv Kol Asttoupyia o alomiotn, éva alomoto amokoU UL yLo To
dappakeio KoL To GapUAKOTIOLO 0€ OAEC TIG CUVONKEG TNG OYOpPAg.

Some things would follow one direction and some another direction. Perhaps, if a blending
of these things could happen then it would be the ideal. But it is very difficult to achieve this
blending under these market conditions. Therefore, one chooses a part and develops this.
This is the reason we expanded regionally, founded other warehouses, our subsidiaries, in
other prefectures and we ran them under almost zero cost conditions; in the sense that they
were really just branches in local level, only for reasons of better service, without adding big
cost to the firm. Hence, we managed to expand in the market and created, with our identical
and proper operation - a reliable prop for the pharmacy and the pharmacist in any market
conditions.

Kat auto daivetat orjpepa, Snhadn, map’ 6Ao otL orjpuepa {ovpe TMOAU SUCKOAEG OTIYLEG UE
™V €vvola 0Tt aAAAouv Ta MAVTA KOl £PXOVTOL TA TAVW KATW, EYW UTIOPW Vo TTw OTL eV
elpaote 1600 avrouyol 6cov adopd to HEANOV pe TV €NG €vvola: OTL IPOCAPUOCTKOE
Kat apxag ypnyopa. AnAadn, kateuBeiav, mplv yivouv akopa ol aAl\ayEG Kol TIEpACOUY Ta
vopooX£SLa yLo TNV Katvoupla Sopn TwV MPAYUATWY 0TO GAPUAKEUTIOPLO, ixape Nén mapel
pétpa. Elxape otopatioel mpog to mMapov va Sivoupe pepiopata, siyope PBAAel toug
dappakomnoloug va enevduouv eMeVOUTIKEG LEPLOEG OUTWG WOTE va Toug amodibouv amno
ekel kat va unv Paxvoupue va Bpoupe kKEpSN amod aAloU, pag kot pavotav PeAAOVTIKA OTL
Ta KEPSN Ba ATav eAAXLOTA YLO TO CUVETALPLOUO Kal AUENCAE TNV Tiieon AsToupyiag Twy
TUNUATWY eKkelvwv ta omoia Ba mpooBEtouv mpootBeuevn atla oto pappakeio péoa oTig
OUVONKEC TILC KOLVOUPLEG TIC AYPLEG TNG OYOPAC YLOTL £6W TWPA TO UEYAAO KOUUATL KOl TO
otoixnua Ba maytel exel.

And this is proved today; despite the fact that we live very difficult moments in the sense
that everything changes and turns upside down, | can argue that we are not so worried
regarding the future in the following sense: we adapted very quickly. That is, from the very
beginning, even before changes were made and Bills imposing the new state of things in
drugs wholesaling were approved, we had already taken our measures. We had stopped
distributing dividend; we introduced optional shares in order to have a return from there
and not searching for profits elsewhere, as it was obvious that the profits for the co-
operative in the future would be very few and at the same time we increased pressure in
those departments that add value to the pharmacy within new tough market conditions,
because for now on, here is the big bet to be won.

Eaqv sloal £tolpog va pmopeic va avtame€éAOelg pe to GopUaKELD 0OU OTIC GUVOAKEG TIG
KawoUpleg TG ayopdc. AnAadn, av pmopsl 0 ¢GOpUAKOTMOLOG OUTH TN OTLYMN Tou
avTeTwTtilel poPepd mpoPARUATA KL EXEL V' QVTLLETWIILOEL XIALASEC KAVOUPLO TIPAYHATA
Kol ival SUOKOAO VO TTPOCAPHOCTEL YPHyopa, av UTOPEL VO €XEL UTNPECLEG TETOLEC OO TNV
£TALPELO OTNV Omola aVAKEL, N omoia va Tou SleukoAUvel tn SoUAELd Tou, va Swoouv
Ole€060UC ypriyopeg, va KAVEL yprnyopa TG aAAayéC oUTWG WOTE TPAYUATIKA va PNV
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unapéouv Bupata Onwe To Aépe, pEoa amno autr tn Stadikaoia, 6oov adopd To KOUUATL TwV
OUVETALPLOPEVWV pappoKkeiwy. Kal autd BERata sival eAsUBepn emloyr).

If you are ready, together with your pharmacies [-members], to overcome the new market
conditions. Namely, whether the pharmacist, who is facing serious problems at this moment
as well as thousands of new things and it is difficult to adapt quickly, could have all these
services by the [co-operative] firm he belongs to. [Services] that could make his work easier,
could give him fast solutions, could [help him] make changes very fast so as we could avoid
any victims, as we say, by all this process, at least among the co-operative pharmacies.

O.: Ano ta Adyla autd Katalafaivw OTL.. avTETWTleTe TOo eEWTEPLKO TIEPLBAAAOV UE ULa
coBapdtnTa pev aAAd OXL oV KATL TPOUOKTIKO. MiAaya Tipo NUEPWV LE €va OTEAEXOC Kal
HOU AEEL «ELVAL TPOUAKTIKO QUTO TOU €lval €€w amo EUAG», TO AVTIILETWIILLE... EoElg mwg To
avTLeTWTTlETE TO €€WTEPKO TtEPLBAANOV; Otav Aéw e§wTepikd TepBAAAOV evvow TO cUVOAO
onAadn Twv ox€oewv Twv €€w OO TO CUVETALPLOUO: TPOUNBEeUTEG, KUBEPVNON, Kowwvia,
olkovopia...

R.: From your words | realize that ... you face external environment with gravity but not with
horror. | was talking to an executive the other days and he said to me: “it is horrifying what
exists outside us”, he faced this... How do you face external environment? And when | am
saying ‘external environment’ | mean the sum of relations outside the co-operative:
suppliers, government, society, economy...

M.: Auta elvat Suokoha, Sev To oculntape. Kol to tpamellkd cloTnUa €ival mou oou
Snuioupyel MPOPANUA aUTA TN OTLWYUNA Yot N AvTAnon tTwv KedpaAaiwv KooTilel akplBa apa
av B€A£LC KaL N pon TWV XPNUATWY gival mavta o mieon. Kat n kuBépvnon maipvel pEtpa
TETOLO TIOU O€ ovaykalel KaBnuepwad va mpooapuolecol os KawoUpLleg ouvBnkeg. Kat ot
nipounBeutég o eplodo kpiong €xouv pHaléPel OAO TO KOUUATL TOUG £TCL WOTE VA LELWOOUV
TLG ETULOPANELEG TOUG, HLOG KAl EEPOUE TIOAU KOAA OTL N EAAGSA orjpepa elval pia xwpa Tou
TIEPVAEL LOLALTEPO OLKOVOULKA TIPOBANMOTO KOl XPELATETOL VOl Elvol TTAPa TTIOAU TIPOCEKTLKOL
yla va €Xouv AlyotepeC amwAeleC. Zadwe Kol emnpedlouv OAa autd aAAd davidoou...
davtdoou va eixe¢ va QAVILHLETWIIOELG QUTA KAl va €(XEC VO QVTLUETWIIOELS KOLVOUPLEC
OUVONKEC, TNV ECWTEPLKN 0OV Aettoupyia Tou dev Bo ATV MPOETOLUACUEVN OE AUTH TNV
katevBuvon. Ekel mia Ba jtav To vauadylo.

C3B1: This is difficult, no doubt for that. The banking system also causes problems at this
very moment because fund raising is expensive and cash flow is always under pressure. The
government which takes measures that make you adapt to new conditions in a daily basis.
The suppliers whittle down their business in order to minimize their bad debts, since, as we
all know, Greece is nowadays a country that faces severe financial problems so they
[suppliers] must be very cautious in order to have the least losses. All these definitely
influence... But just consider the case that one had to face all this as well as new conditions
and one’s internal operation would not be prepared for this direction. This would be the
absolute wreck!

O.: Kat dapa viwBete Suvatoi oei¢ amévavtl o autd to SUoKOoAO...

M.: Autd eival mou avtAw kat Aéw, codwg avtipetwnilovpe SuokoAisg, éxoups KaBe pépa
€6W MEPA CUVAVTIOELG LA T TIPOBANLOTA TIOU UTtAPXOUV aAAd EEpouE KL €XOUE TN Bdon
dtiaget, otL pmopolpe va avtaneééABoupe os onolecbnmote SUOKOALEG, YUe omoleodnmoTe
ouvOnkec. Me kamoleg aANOYEC TIOU UIMOPOUHE Vo KAVOUUE othn Sdopr pog péoa, Snhadn,

286



APPENDICES

UTOpoUHE va apBoulpe oto LPOC TWV MEPLOTACEWY OTLG KALVOUPLEG CUVBNKEG TNG AYOPAS
Tou £€xouv dnpoupynOel. Kal eivat olyoupo ... pag Bonbaet n mponyouUpevn eunetplia.

O.: MNpooapuoyEg 1 aAAayEg ou Ba kavete aAAGovtag To XOPOKTNPA GG oAV EMLXELpNON
TEAKA 1} OPLWG PEVOVTAG...;

R.: Therefore, you feel strong against this difficult...

C3B1: This is what | am saying. We definitely face difficulties, every day we arrange meetings
for the existing problems but we do know that we have built a premise; that we can work
through any difficulty, under any circumstances. By changing few things in our structure we
can rise above the circumstances regarding the newly created market conditions. And this is
for sure... previous experience helps us.

R.: Are these adaptation or changes that will finally alter your character as business ...?

M.: Eival éva {ntoupevo auto. Eival éva {ntoupevo e Tnv €vvola tnv €€n¢ otL otn {wr dev
TPETIEL va. €xoupe WoeoAnPieg kot dev TpEnel va eipoote KoOAnUéEvol og mpotuna. Eav ot
OUVONKEC TNG ayopag eivol TETOLEG TOU XPELATETAL VA KAVELG OAAAYEC QKOUO-OKOMO 0T
doun oou Kkat otn Asttoupyia oou, Ba TG kavelg, Stadopetika Ba Byelg eKTOC ayopag.

O.: Na mapadeyua;

M.: EQv oL OUVONKEG...

O.: ...ANay£C 0TO VOULKO TTPOCWITO, 0T VOULKA Hopdn;

C3B1: This is a challenge. This is a challenge in the following sense; that in life we must not
have obsessions and must not be stuck in standards. If the market conditions are of this
nature that one must make changes even in one’s structure and operation, one has to make
them; otherwise one will be thrown out of the market.

R.: Could you give me an example?

C3B1: If conditions...

R.: ...Changes in legal person, in legal entity?

M.: 2tn vouLkn popdr Sev Ba éleya. Exoupe emAEEEL va €laOTE GUVETALPLOUOG. Kal autd
av B€Aelg elval koL apvnTikO Kol €XeL Kol MApa TMOAA BeTikd pe tnv €vvola OTL eloat
EVWUEVOCG KePaAALOKA o€ pio doun, n omoio MpayUatikd amoteAel Loxupd KOUUATL, TTOU
uropel va avtoaneéAOel os omoleodnmote ouvOnkeg. Eival peydlo mpaypa outo, va
aloBaveoal pENOG pLag emixelpnong, pag etalpeiag.. Amo tnv AAAn HePLd TPEMEL va
Pagoupe va Bpoupe Kal PAXvoupe ouvexela, MPOoBANUATI{OUOOTE CUVEXELQ, OTO TAALOLO
QUTAG TNG AeLToupylog va Snuloupynooupe ekeivo To meplBallov Kot To MAaioLo, To omolo
va pag BonBa kat va pnv dnuoupyel aykuAwoels. Xwpi¢ va aMlowwvel kaBolou Tto
OUVETALPLOTLIKO XapaKkTApa... aAAad va SteukoAUvel elte autd adopd AqPn anodacswv ite
adopd av BEAelg ag moUpe oxediwv eMeEVOUTIKWY, VO UTIAPXOUV YPNHYOPEC... YPNYOPES
armodaoelc Kat vAomownoelc. Na unv kaBuotepolpe &nAadn, péoa amd Siadikaoleg
Aewtoupyloc tétolag, mou Ba pog dEpouv oe Seltepo XpOVo O OXEON UE TIC AVAYKEG TNG
ayopac. AUTO lvol GNUOVTLKO KOUUATL.

C3B1: No. Not in the legal entity. We have chosen to be a co-operative. And this has both
some negative and many positive aspects, in the sense that you are united around a
structure regarding the equity, which is really a very strong piece which can work through
any conditions. This is a great thing, to feel a member of a firm, of a corporation... On the
other side, we must search and find - and we are constantly searching, we are constantly
thinking hard — how to create, within the existing operational frame, an environment and a
framework which could [really] help us and not create rigidities. That is, without distorting
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the co-operative character ...but facilitating instead; either regarding the decision making or
the investing plans, to make fast decisions and implementation. Hence, not to be delayed by
this kind of operational processes that would leave us behind the market needs. This is a
very important aspect.

O.: Nat... Autég OAeg oL aAhayEg Tou TeplypAPalE, Ol CUYKEKPLUEVEC, TIOU TIAvVE Alyo to
OUVETALPLOYO TIPOG TIO ETLXELPNUATIKOTIOLNUEVN Sour, Tio business katdotoon amd auth
ToU €iyape ouvnBioel £€toL amd Tou¢ TapPadoolakoug OuveTalplopolg, Balouue €va
epwtnua edw. Mola sival onpepa n Sladopd avAapeca o £VO CUVETALPLOUO KAl OE HLa
opoEeLdn emuyeipnon, mMBavwg MOAUUETOXIKY, AAAG OXL GUVETALPLOTIKA,... ISLWTIKA ag TV
oV UE £T0L, LOLWTLKOU...

R.: Yes... but all these changes that we described, the specific changes that lead the co-
operative to a more entrepreneurial structure, a more business-like condition than those of
the traditional co-operatives to which we were accustomed, raise a question: which is the
difference, today, between a co-operative and a similar corporation, perhaps a multi-
shareholders enterprise, but definitely not a co-operative one... a private enterprise, let’s
say...

M.: H Swadopd elval peyaAn. Tepdotia Ba ‘Aeya. Me tnv €vvola OTL n Asttoupyia n
OUVETALPLOTIKI) 00U €MIBAAAEL KATIOLO TIPAYUOATA KOl 6OU OpileL KATIOLO MAQICLO HECA OTO
ormoio Kweloal. Me MoAAG apvnTIKA odAAG Kal PE Ttapa TIOAAG BeTIKA. EKTIUW, OpWG, OTL pEoa
OTLC KOLVOUPLEG OUVONAKEG TNG OYOpAC KoL oV KABIoOUME va KAVOUUE TNV availucn To Tt
TPEMeL V' avamntiEelg o’ autnv tn ¢aon, eUelg to eidape mMOAU vwpi¢ auto. AnAadn to
KOUMATL TNG avamtuéng tng Aswtoupyiag tou moapadapudkou, OCE OXEon HE TN
LNXOVOPYAVWGN, O OX£CN HE TO TUAUA TWV TIPOUNBELWY KL OAO TO KOUUATL TNG Sloiknong
OTO OUVETALPLOMO pag Sivel tn duvatdtnta va avantuxBoupe oe dAAoug Topeic mou Ba eival
Kol To {NTOUMEVO TNG EMOXNG, LE TOL €vvola, OTL B’ avayKaoTOUUE va TalEoue Kal oTa
generics Tou gival To EMOUEVO B KAL TO HEYAAO oTolXNUA av BEAELG yIa TO KOUUATL TOU
dapuakou Ku ekel Ba TPEMEL va €(HLAOTE TIPOETOLUACUEVOL, OTIWE KAl Ol UTINPEGCLEC TOU
Aéyape mponyoupeva Xwplg Tiq omoieg to dapuakelo orpepa HEMOVWHEVO SV UTIOPEL va
Aewtoupynoet. Kat n  Siadopormoinon n peyadn eivor n €€Ac: OTL Lo LOLWTIKA
dappakamodnkn n av BEAELC Hla LETOXIKA AsLToupyla pLog amoBbnkng, oe kapla mepimtwon
6ev unopel va poodEpel, OAa autd ta onoia Aéyape MPooBETouV KOOTOG OTNV ETXElpNON
KOOTOG KOl OLKOVOUIKO OAAG Kol KOOTOC emévéuong oTo va YIVEL QUTO TO KOUMATL, va
dnuoupynBel autd TO KOPUATL.

C3B1: There is a big difference. An enormous difference | would say; in the sense that co-
operative operating imposes some things and defines the frame within one moves, with
many negative and a lot of positive aspects. However, | believe that within the new market
conditions and if one analyzes what must be developed in this phase, and we have seen it
very early.. Namely, the direction of developing the parapharmaceuticals, the
computerization, the supply department and the whole administration [re-organization],
give us the ability to be deployed in other sectors which will be the challenge of our time; in
the sense that we‘ll be forced to play in generic drugs as well, which is the next step and the
most important bet for the drug industry; we should be prepared. Just as [we did] in the
services we mentioned before, without which a single pharmacy cannot function well. The
biggest differentiation is the following: a private wholesaler or a multi-shareholder
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wholesaling company is not able to offer any of those we were talking about because those
add costs in a firm, both financial and investment costs to create this infrastructure

O.: AnAadn auth eival n Baoikn Sladopd ornpepa, map’ OAO TIOU O CUVETALPLOUOG yla
TaPASELYUA CrUEPA TIALPVEL ETILXELPNUOTLKEG TIPWTOBOUAiEG Tou Ba pmopouoe va TIg ApPEL
KOl Lot LOLWTLKA armoBnkn, £ToL pLa LBLWTLKN ETXElpnon...

M.: Autn eival n peydin dtadopad ylati péoa and auvtn tn dtadikaoia mpootateVeL Ta PEAN
dappakeia tou.

0.: Apa n Sladopd elval otnv avalitnon Tou KEpSoUC, UMOPOUE VO IOV LE;...

M.: Akplpw¢. AnAadn oe omolecbNmote ouvbnKeg Aeltoupylag TNG Qyopag WUTOPE(S
QUTOMOTA VA UETOTPEWPELG AUTO TO KOUUATL €8w TEPA TIOU €XELG OTLALEL TO UNXAVIOUO...
MWAw Kal AAL OtL glval n peyoAltepn enévduon. Eival SUokoAo oAU va To KAVelg. Agv
pmopeig SnAadn amd tn pa oTypn otnv GAAN va enevOUEL O€ KATIOLO KOMUATL KL VA AEG
YW onuepa emevdlw Kat GpTLaxvw TN pNXavopyavwaon mapadapUAkou i oTONTIOTE AAAO Og
moUpE AUTA Ta TPAypaTa. AUt Th oty eival Sopnuévo to oclotnua, Aettoupyet. Apa...

R.: Concluding, is this the fundamental distinction today, despite the fact that the co-
operative takes, today, entrepreneurial initiatives that could be also taken by a private
wholesaler, a private enterprise?

C3B1: This is the big difference because through this process it protects its members.

R.: So, we can argue that the difference lies in the profit seeking, can’t we?

0.: Evag bwtng ylo mopadelypa, va TTAPOUE HLa LBLWTLIKN EMLXelpnon, £lte MOAUUETOXIKN
£lte Mpoowrkn eTalpeia, ou £xel Ta AedTa, TNV TEXVOyVWoia tnv Pplokel eUkoAa ylati Sgv
TO KAVEL. Aev TO €XelL KAVEL, art' O,TL paivetal otnv ayopd dev to ‘Ye. Nati ev to KAvel; TL
glvoll AUTO OV KAVEL TO CUVETALPLOUO ATIO TN Ko Vol TTAPVEL EMXELPNUATIKEG TIPWTOROUALEC
mou Ba pmopolaoe va maipvel £vag LTINS AAAA TAUTOXPOVA O LOLWTNG va NV UTopel va
KAVEL QUTA TTOU KAVEL £VOLG CUVETALPLOUOC YLO TIAPASELYUQL;

R.: A private enterprise, for example, whether it is multi-shareholders owned or single
proprietorship, that has the money could easily find the know-how, so why not do it? It
seems that it hasn’t done it, as far as the market is concerned. Why? What is this that
makes, for example, the co-operative on one hand to take entrepreneurial initiatives that a
private enterprise could also take but on the other hand a private enterprise cannot do what
a co-operative does?

M.: Kot apxag n Stadopomnoinon n peydAn sivat otL o W8lwtng evdladépetal Hovo yla to
KEPSOG Tou Kal timote aAo. Aev tov evlladEpel av To dapuakeio kepdilel meplocdtepa n
Ayotepa 1 av to ¢opuakeio... Tov evlladépel va umdpXeL ayopd va TTOUAGEL Ta mpoidvta
Tou, elte auTO eival To dappakeio eite To eaywylko epmoplo ite otdnmote GAlo. Apa To
KOMUATL TIou Tov evlladépel, ou xpelaletal va bel, eival méoa Ba BAAeL TNV TOEMN TOU
artd auth tn Asttoupyia Tou €xel. EPAG pag evlladEpeL va UTTAPXOUV TA CUVETOLPLOUEVA
dappakeia. Epac poc evolodépel to KOUUATL TG Asttoupyiag tou dapudkou va pun duyel
pHEoa amd dw SLOTL av PUYEL HEoA Ao 6w OTUUATAWE VA UTTAPXOUUE Kal oav dappakeio
KOLL 0OV CUVETALPLOUOG, AAWVETAL ) 0yopd...

C3B1: Firstly, the biggest distinction is that the private owner is interested solely in his profit
and nothing else. He doesn’t care whether the pharmacy earns more or less, whether the
pharmacy... He is interested only in a market in order to sell his products; he doesn’t care
whether this market is pharmacies or export trade or anything else. So what he cares about
is how much money he can put in his pocket from his operations. What we care about is our
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pharmacies to exist. We are interested in not losing the part of operations regarding
medicines because if this leaves the pharmacy we cease to exist both the pharmacies and
the co-operative, the market has fallen...

0.: Ztapatdrs;

M.: Not oTapaTAaE.

O.: OéAW va Tw oV KAVOUUE Hla UTOBeor... onpepa dnAadn, Ta dapuakeia, Ta LEAN Tou
OUVETALPLOMOU udioTavral KATOLO GUVTPLTTIKO TANyUa 1 n ayopd tou dapudkou otn
Alavikny aAAGlel TOoo oAU TIoU yivetal ayvwploTh Tia, TIou eV UMOPOUUE va UAGUE Yo
dappakeia-péAn SnAadn n otidnmote GANO, 0 CUVETALPLOUOG KAEIVEL;

M.: Edv Ta pappokeia Tou mtwyxeloouv, oadpwg KAEIVEL, SV €XEL QVTLKEILEVO.

R.: Do you shut down then?

C3B1: Yes, we do.

R.: | mean, if we make the assumption that today the pharmacies-members of the co-
operative undergo a crushing blow or that the pharmaceutical retail market alters so much
that it becomes unrecognizable and we cannot talk about pharmacies-members or about
anything else, does the co-operative close down?

C3B1: If pharmacies go bankrupt, then it definitely closes down; there is not any reason to
exist.

O.: Oyt va mtwyxevoouv, Aéw OTL va aAAAEEL eVTEAWG O XapaKTNPacC... Ba pmopouces yla
napAdelypa Ta GapuoKeia va Unv ival mo aTtopikd, va ival stotpeiec...

M.: OxL... auTO £Aeya IPONYOULEVAL...

0.: YoBeon epyaciag KAVoule... O CUVETALPLOUOC TOTE TL KAVEL EKEL;

R.: No, not in the case of bankruptcy, but if their character will be completely
altered...pharmacies could, for example, belong to companies and not to individual
persons...

C3B1: No, this is what | was saying previously...

R.: This is a hypothesis... What will the co-operative do then?

M.: Autd €Aeya mponyoUEVa, OTL O CUVETALPLONOG o€ auThv TN ¢aon mailel auto to poio
mou Aéyape. O ouveTtauplopdg ouyxpovwe, otnv Kawoupla ¢acn mou meplypddelg, Ba
UIopoUoE KAAALOTA VO LETATPOTTEL OOV L0 ETALPELO CUVTOVIOUOU Kal Tpododoaciag autwy
TWV KAWoUpLWV popdwv mou Ba dnutoupynBolv otig cuvBNKEeS TNG ayopds, oUTWE WOTE va
povat{apel TNV AEITOUpYL0 TWV CUVETALPLOUEVWY ) TWV ETOLPLKWV GOPUAKELWV.

0.: Apa Ba ouveyloet...

M.: BeBaiwc.

O.:... mpoomnabel...

C3B1: This is what | was saying previously, that in this phase the co-operative plays the role
we were talking about. In the [potential] new phase that you describe, the co-operative
could be perfectly transformed into a coordinating and logistics company serving these new
entities that will be established in the [altered] market conditions in order to manage the
operations of associated or corporate pharmacies.

R.: Consequently, it will keep working...

C3B1: Certainly!

R.:...Itis trying...

M.: AAwg 8 aAAa€el o tpomog Asttoupyiag tou. Aev Ba gival quTOg ToU ATAV PEXPL TWPOL.
Agv Ba gival n Aettoupyio Tou amAwPEVN oav BevtaAla £T0L OTIWE ATAV MEXPL Twpa. Oa elvat
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oav Be¢ kal 1o ToloTIkr. Me tnv évvola OTL Ba €xel va aoxoAnBel pe avrtikeipevo mia
pavatloplopatog etalpslwyv PeydAwy, mou Ba mpokUPouv péoca amo TETold OXNMOTA, av
mpokUYPouUV Kal oL cuvOnKeg To eMIPAAAOUV TIOU T OL CUVORKEG TG ayopdg Ba eivat
TETOLEG TIOU Bal £XELG QVTOYWVLOTEG PEYAAOUG. Agv Ba €XELG HLKPOUG OVTAYWVLOTEG. Apal TO
pavatlaplopa Ba eival to A kat to Q.. ¢ autiv tnv undbeon ywa va datnpnbouv ot
KOLVOUPLEG ETALPLKEG LopdEG IO Ba TpoKUouV ¢’ aUTAV TNV UTOBEON

0.: MaAwota. KataAofa.

M.: AladopeTika Sev UTTAPYEL.

C3B1: Otherwise, its working mode will change. It will not be the one that is till now. It will
not be a function like a wide open fan, like it was till now. It will be more qualitative; in the
sense that it will have to deal with the management of larger companies which will come
about through this kind of enterprises, if they come about due to the market conditions,
when market conditions will be of such a type that your rivals will be big. There will be no
small competitors, therefore management will be the A and Z of the case, so as the new
corporate forms that will emerge could survive.

R.: Yes, | see.

C3B1: Otherwise it cannot exist anymore.

O©.: Nai, mpodpavwe. Eidape autég Tig SladopeéG aVAUECSO OTO CUVETALPLOMO KAl OTOUG
OVTOYWVLOTEG TOU onuepa. OAeg autég ol alhayeg ou dEpate £0ei¢ OAA auUTA Ta XPOvia
ard 1o ‘99 EekvwvTag HEXPL OUEPQ, TIOU TOV ATIOUAKPUVAV aTtd TNV eVIEAWS MapodooLakh
HopdH CUVETALPLOMOU, TILOTEVETE OTL EVIOXUOUV TIG SLadOpEC i TIC KAVOUV VOl OTOVOUV amd
TOV LOLWTIKO QVTAYWVIOUO;

M.: Tig evioxUouv.

0.: Tig evioxvouy, map’ 6Aa autd!

R.: Obviously, yes. We noticed the differences between the co-operative and its competitors,
today. All these changes that you have made all the years since 1999 till our days, which
moved it off a lot from the traditional co-operative form, do you believe that enhance
differences from the private competitors or make them weak?

C3B1: They enhance them.

R.: Enhance them, nonetheless!

M.: Tig evioxUouv kal daivetal teAeutaia. Tl ouvBrikeg SUOKOANG Qyopag Tou
Snuloupyndnkav Kal Ta MPOoNyoUEVa XpOvio aAAd Kol Twpa, €KElVO OKpLBWS TO omoio
eldape péoa amod tn Asttoupyia pag EMUEVOVTAG KoL AMeUBUVOUEVOL LECO OTNV ECWTEPLKN
ayopa, ekelvo To omolo eibape NTav OTL eipaote KaAUTepol o OAa Ta enimeda Asltoupyiog
arnd tov omolovénmote Wwwtn. OL ultnpeoieg pag, n Asttoupyia pog, n mMpounBeLd pog sivat
TOAU KaAUTEPN art’ OTL elval Tou WBLWTN e anotéAsopa dappakeia cuvetalplopéva oto (6lo
HUEPOG HE DOPUAKELD N CUVETALPLOUEVO. CUVEPYAIOUEVO UE LOLWTEG VO €XOUV TEPACTLA
Sadopa. Kat map’ 6o otL dev unrpée Slaitepn mpoondbela va eyypaPoups PHEAN KoL va
$EPOUE KOO0 TIPOC TOV CUVETALPLOMO YLaTL eixape emkevipwBel og 6A0 To AAAO KOUUATL
mou TiepLéypadia mponyoUeva, oL oxARCELG yia va €pBouv elte pe tn popdn meAatwy eite
HE TN popdn HeAwV OAat QUTA Ta XPOVLA €ival TEPAOTLA, PE OMOTEAECUA KATIOLO OTLYUA Vol
OTOUOTHOOUME Kol va ToUpe otom! Aev B€éhoupe GAAOUG QuUTH TN OTLYUN. O€Aoupe va
TPOWONCOUE CWOTA AUTOUC TTOU EXOULE.

C3B1: They enhance them and this is proved recently. In the hard market conditions that
have been generated the last years, what we observed through our operation — i.e. by
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insisting on orienting ourselves towards the internal market — is that we were better in any
operational level than any private [competitor]. Our services, our operations, our supply
capacity are much better than private competitor’'s and as a result there is a significant
difference between co-operative pharmacies in one place from non-co-operative
pharmacies that work with private enterprises. And this happens despite the fact that we
made no significant effort to enroll new members and bring new people to the co-operative
because we had focused on the other issues that | described you before. However, people
have been asking all these years to become either clients or members in such an insistent
way that we had to stop this and say, “no more”! We need no more people at this moment.
We want to support properly those we already have!

O.: AnAadn, map’ 6Ao Tou Maipvete aModPACELC KAL TIPOXWPATE 0 AANAYEG, ETUXELPNUATIKAG
dUoewg 6oov adopd TV amodotikotnta, Bewpeite OTL evioxvetal n Swadopd duong
OVAUECO OTO CUVETOLPLOMO Kol TNV LOLWTLKA amoBdnkn... dnAadry o CUuVETALPLOUOC elval
OKOUO TILO CUVETALPLOUOC art’ OTL TO '94 mou Eekvayare...

M.: Na, vat. Tepaotia, pe TNV £VvoLa TIC KOLVOUPLEG CUVBNKEG TNG AYOPAG.

©.: AuTO eival MOAU GnUOVTLKO.

R.: So, does it mean that despite the fact that you take decisions and proceed with changes
of entrepreneurial character regarding efficiency, you still believe that the difference in the
nature of a co-operative and a private enterprise is being enhanced; namely, the co-
operative is still the co-operative that used to be in 1994 when you started...

C3B1: Yes, yes! It is enormous, in the new market conditions.

R.: This is very important.

M.: AnAhadn n alomotio pag otn Aeltoupylo TOU XOVOPEUTOPIOU €elval £UMPAKTN KoL
daivetal mapa TOAU onpavTKA Kot S1adopomoLeiTaL oo To [N CUVETALPLOUEVO dapuaKke(o.
Qaivetal otabepd, dSnAadn. To yeyovog dnhadn OTL éva dpapuakeio oe pag Umopel va to
TipopnBevel pe mapa moAAQ tpoldvta mou adopouv T Asttoupyia Tou dappakeiou Tou Kat
Va TOU TIPOCBETOUV KEPSOG KOl TO AAAO ATIEVAVTL TTOU CUVEPYALETOAL UE TO LOLWTLKO KedDAAaLo
Sev umopetl va ta kavel, eivat epdpavic. Elvat epdavnc. M autd akplpwg kal o’ autr T ddaon
£XOUUE TEPAOTLEC OXANOELG KOOHOU va €pBouv Tipog ta Sw eite pe tn popdn péAoug eite e
™ popdn armAol meAdtn. Ma va pmopouv va npowBdnBouv. Eipaote kaAol otabBepd dSnAadn.
C3B1: You see, our reliability in wholesale trade is factual and it is significantly apparent
since [co-operative pharmacy] differentiates itself from the non-cooperative pharmacy. This
is a steady observation. Namely, the fact that our [co-operative] pharmacy is able to be
supplied [by the co-operative] with lots of products concerning pharmacy’s operation which
add profits to it while the other, across the street, which purchases from the private capital
is not able to do the same; this is obvious. That’s why even in the current phase lots of
people want to come to our side either as members or simply as clients.

O.: ... OMoL meplypddouv o TepIPAAAOV QUTO TwWV TEAEUTAIWY ETWV cav TOAD TAPAyYHEVO,
aocadEg, 8o, emikivbuvo, KATL Mwg autd ektipdte Ba embpaoet otn Stadikacio AnPng twv
armopAcEWV TLa, yla TETOOU TUMou aAAayEg; AnAadn, aAlayég mou AmopaKpUVOUV ToV
OUVETALPLOPO amd ta moAld, ta moapadootakd mpotumoa. Miotelete OtL Oa evioxUoesL TN
Sadikaoia ANPng tétowv anoddoswv | Ba TNV ATOVAOEL LE KATOLO TPOTO, ylo OCO
ETUKPATEL AUTA N avaTapayr Kol n OVAUTOUUToUAQ;

M.: Eyw motebw OtL Ba tnv evioxUoel. Me tnv g€ng évvola, Kol autd to Aéw péoa amod Tn
Sladikaoia Twy TeAeuTaiwv amopACEWY TIOU TINPOUE KAL YLO TILG TIPOALPETIKEG UEPLOEC Kal
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Yyl TNV TIPOETOLUAOLO TOU CUVETALPLOMOU oTa Kawoupla Ssdopéva Kal otnv kKalvolpla
Kataotaon, ida otL ta péAn apéows £tpefav Kal apéows AslToUpynoav €pYOLEVOL TILO
KOVTQ ...OUOTIELPWTLKA. AnAadr), Sev dnuLolpynoe mapevEPYELeg PUYOKEVTPNE TAONG OUTO TO
TPAYUQL...

R.: Everyone describes the last years’ environment as much turbulent, vague, blur,
dangerous and so on. How do you believe that this will influence the decision making
process regarding this kind of changes, namely changes that remove the co-operative from
the old, traditional standards? Do you believe that it will enhance the specific decisions
making process or will it weaken it, at least as long as the turbulence prevails?

C3B1: | believe it will enhance it in the following sense... This is my opinion, based on the
process of the last decisions we made, both regarding optional shares and the preparation of
the co-operative to the new data and the new situation. | saw our members hustling at once
and coming together, they rallied around. In other words, there were no side effects of
centrifugal tendency...

O.:... wote oav dloiknon va oag eykAWPRLIE Kal vo LNV TAPETE KATIOLEG ATTODPACELG...

M.: ..va EavadoUpe 1 va maldeUTOULE TIOAU yLO va TIAPOUUE KATOLEG amodAoelC. Toa-ioa
UMOopW Va Tw OTL YOG EUVONOE, Pe TNV €vvola OTL BAEmoupe 0ot Tig SuokoAieg KL emeldn
€xoupe aflomota Seifel OtL unmopoupe va avtaneééABoupe otn Asttoupylia, oTo vo lpaoTte
KOVTA 0To APUOKEIO va TO €EUMNPETACOUE, TO CUVETALPLOMEVO POPUAKELD, QUTO HOAG
SleukoAUvel. Avayvwpiotnke SnAadr Twpa OTIC KawoUPLEG ouvBnKkeg o polog pag. Kat
TBaVWG O€ KATIOLOUG ToUC £6woe va KataAdBouv OTL N TPOOMTIKA AEITOUpPYLaG Toug sival
péoa and edw. Apa poag dleukoAuve. Eyw dev cuvavtnoa duckoAieg, Snhadn, kat otig .2,
Kol oto ZUPBOUALA Vo TIEPACOUUE TIPOTAOELG TIPOXWPNMEVEG, O OX£on e TAALA Tou Ba
ETIPETIE VO KATOOUE Va TG culNTRoOoUUE Ttapa TOAAEG GOPEG yLa va TTAPOoUpE amodAoELg,
va akoUOOUMPE OAeG TG amoyelg, va UmMApEel Lo TOAU KaAUTepn oadopolwon Twv
TPOYHATWY yla va SoUpe OAa Tt péEAN, outd oadopd eite to A, eite tn X va
enefepyaotolv OAa QUTA TA TPAyHATA Kal va ta douv o Seutepn daon. 2’ auth tn ¢aon,
eNeLdN TPEXOUV TA yeyovoTa KL EMELSN €lxe ayplEPEL MPAYUATIKA N ayopd Kol SnpLoupyolv
ouvOnkec afefaldtnTag OAQ AUTA TA MPAYLATO, TA HEAN TILAvVOVTOL Ao 5w Kal TLAVOVTaL
and edw yati; MNati 6Aa autd Ta xpovia — eival auto mou EAeya TPONyoUUevVa — XTIOAUE
KATL. To omoio auto mou xTicape Sivel Toug Kapmoug Twpd.

R.: ... so as to close you in upon as administration and prevent you from making decisions...
C3B1: ...to revisit or struggle hard to make some decisions. On the contrary, it was an
advantage because we all see the difficulties and since we have been proved reliable and
capable to cope with the function of a co-operative pharmacy, by standing on its side and
serving it, things were easier for us. In other words, our role was recognized in the new
situation. And probably, it made some people to realize that their perspective is to operate
through the co-operative. Hence, it facilitated us. | found no difficulties, neither in the
General Assembly nor in the Board of Directors, to pass advanced suggestions; whereas the
previous years we would have a long discussion, we would hear all the arguments and wait
until things were better absorbed; all the members- either the General Assembly or the
Board of Directors would also process and examine all the matters before taking our
decisions; in the current phase, because the events run and the market becomes tougher
and conditions of uncertainty arise, members are snatched up from us; why does this
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happen? Because we have built something all these years, this is what | was talking about.
What we planted brings now nuts!

O.: Na KAvw pLo TTPOKANTLKA EpWTNON;

M.: BeBaiwg!

O.: To efwtepkd TepIBAAAOV TOU GCUVETALPLOPOU elval oL TmpounBeutég Tou, eival ot
tpamelec, sivat n kuBEpvnon, eival n kowwvia. Eival ot pappakonotot; Ta HEAN e0slg TL Ta
Bewpelte, OVTIKELUEVIKA, OTAV KAVETE TO OXeSLAOUO oag: €fwteplkd mepPBArlov Tou
OUVETALPLOPOU N ECWTEPLKO;

R.: Could | make a provocative question?

C3B1: Certainly!

R.: The external environment of the co-operative consists of its suppliers, banks, the
government, society and so on. Are the pharmacists included? When you make your plans,
do you objectively consider the [pharmacies-]part of the external or the internal
environment of the co-operative?

M.: Eival 6uo amoPelg. Kat autd, av BEAeLg, £pxeTal Kal oe cuvluaopd He TN AslToupyla
OTWC €lma Tou KABe péhoug. AnAadn, oL KALVOUPLEG KATAOTACELG ElvaL KGOl EAN TIOU Ta
dEpVouV TILo KOVTA 0T AELTOUPYLO TOU CUVETALPLOKOU KL avtihapBavovtal o moAl ohpepa
KATTOLO TIPAYUATA TIOU HEXPL Twpa Sev T avTAapBavovtouoav aAAd UTIAPXOUV KoL LEAN T
omoia Sev avtllauPavovial T KATAUOTAOELS, EMNPEACUEVOL OO TNV Kpilon Asltoupyouv
QTTOUOVWHEVQ, LE ATIOTEAECHO VO LNV TIALPVOUV Ta pnvopata outd. AAG To Kuplapyo sivat
otL n mAeloPndia Twv HEAWV Kol aUTO elval Tou ennpealel Tn Asltoupyia tne emixeipnong,
elval mpog autn tnv katevBuvaon.

C3B1: This is a twofold issue. It is connected with each member’s operation. In the new
conditions, there are members who realize today things better than they used before but
there are also members who do not realize the situation and operate isolated and as a result
they do not receive these messages. But what it counts is that the majority of the members
are aligned with the first direction and this is what influences the operation of our
enterprise.

0.: Na Bewpoulv eautov, SnAadn, opyaviko TUAUA TOU ...

M.: OpyavikO TURHA TNG mxeipnong. Kat auto sival oAU onpavtikd. AnAadn, to eidapue
Kal To afloAoynoape kot otnv tehevtaia I.2.. éva MOAU HEYAAO KOUUATL TIOU avamtuEaue
otnv teheutaia 2. Atov okpLPwC auto. Elrmape otL amod edw Kal mépa, auTo To omoio Ba pog
nipoodépel KEPSN HEOA ATIO TN CUMMETOXN MOG OTN AELTOUpyla AUTAG TG emixeipnong, Sev
glval To péplopa ou maipvape Ao oUTA Ta XPoOvLa, To Ttolo NTav afloAoyo Kol Ol EKMITWOELG
OMO QUTO TO XPOVLKO SlAoTnUa PECO O ULo SLOYKWHEVN ayopd OTwe Aéyape ponyoUeva
TIOU UTINPXE OAQL QUTA TO XPOVLA Kol Sev Adnve Kaveva MpoBAnUa va untdpéel. Eibapue otL n
kepdodopia pmopel va untapéel to i6lo kahn, pEoa amod Tn Asttoupyia Tou KaBevog pag Heoa
otnv emnuxeipnon.... Mavnke otL n mAsloPnoio Twv PeEAWV eival £TOLUN VA UTEL OTIG
Kawoupleg Sladikacieg. (36.03) Xpelaletalr Souleld BEPata autd. Xpeldletal Kal oL
dappakornolol HEAN va evtaEouv Tov eaUTO TOUC o€ Lo Stodpopetikn Asttoupyia. AMNG sival
0€LOONUELIWTO OTL TIPOYUATIKA CUMUETEXOUV oTa KalvoUpla Ssdopéva Kol ota TAGvVO. TTou
Balape anod mou Ba £pBelL n kepdodopla. Anhadn, m.x. elmape ag molue, n véa emoxn Ba
glval n emoxn twv generics, Oa gival n emoxn tTNE CNUATOSOTNONG TWV CUVETALPLOUEVWV
dappakeiwv. To KoOUpatt avtd mou avamtuéape Kot Palope eida OTL UTTAPXEL HEYAAn
61aBeon amd TN UeEPLA TWV PAPUOKOTOLWY TIPOOTITIKA VA AELTOUPYOOUV OV HLA ATUTIN
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oAvoida, péoa amo tn Asttoupyla Tou cuvetalplopol. Kat BAémoupe ta odEAn Ta onoia Ba
umapEouv.

R.: Which is, to consider themselves as an organic part of ...?

C3B1: As an organic part of the firm. And this is very important. We noticed and evaluated
that, for example in our last General Assembly when a large part of what we suggested there
was exactly this. We argued that, from now on, what is going to bring profits back to us will
be our participation to the operations of this enterprise and not the dividend that we used
to share all these years or the discounts we used to take the years of the expanded market
when no similar problem could exist. We realized that it can be a good profitability through
our participation in the operation of our enterprise. It seemed to us that the majority of our
members are ready to enter a new process. It still needs work. Pharmacists need to include
themselves in a different operation. However, it is notable that they really participate in the
new facts and the new plans we introduced regarding the source of our profitability. For
example, we argued that the new era will be the era of the generic drugs; it will be the era of
the signage of the pharmacies and so on. We analyzed this issue and | saw a good attitude
from the pharmacists towards the perspective to operate as virtual chain, through the co-
operative’s operation. We can see the advantages from this.

O.: Apa bev Bewpeite £0elg, OMWC Ta UTTOAOLTTA GTOLXELD TOU TepLBAANovTog oag emLBaAlouy
pla tieon og kamolo Babud oe SedopEVeG OTLYMEG, AUTH N Tieon elval avtiotolya... Kal oL
dappakornolol eMBAAAOLV HLA TILECN PO TO CUVETALPLOWUO, Tiieon evvow aveaptntn ano
Vv ayopad. H mtieon tng ayopdg eival yio 6Aoug n idla mpodavwc.

M.: Oxt 6ev BAénw kKapld mieon, dev PALMw Kkapld mieon. loa-ioa — kol PAGW yla TN
AeLToupyla TNC EMXELPNONG OE KEVTPLKO eMinmedo.

0.: Yndpyouv Kamoleg Sopég edw mépa: n Slolknon, Ta OTEAEXN, TA TUNUATA, N LlEpapXia N
omoia umapyel, n Stadikacia pe tnv omola yivetal n douAeld. OAa aUTA T MPAYUATA OTLG
amopACELC TIOU TINPATE Yl OAEC QUTEC TIC aMayég, amd to ‘99 Adn Kal PEXPL onuepa,
TUOTEVETE OTL TLG EMNPEACAY;

M.: Nai, cadwg.

R.: So, you don’t believe that, exactly as the rest elements of the environment that put a
pressure on you in a certain degree and in certain moments, pharmacists also put pressure
on the co-operative, additional to the one from the market. Market pressures are obviously
the same for everyone.

C3B1: No, | can’t see any pressure; no pressure. On the contrary, | am talking about the
operation of the enterprise in the core level.

R.: There are some structures over there: administration, executives, departments, the
existing hierarchy, and the way that work is done. Do you believe that all this stuff affected
the decisions you made regarding changes from 1999 till now?

C3B1: Yes, definitely!

0.: Me nolo tpomo; Tn Sloiknon pmopoupe va to KatahdBoupe. Aokel tn Sloiknon kal dapa
TIG EMNPEALEL, OUWC UTTAPXE KATL LECA OTO CUVETOLPLOUO, OTIC SOUEC TOU, OTOUG avOpwroug,
otic Sladlkacieg mou €ompwee TA MPAYUATO TPOC QUTAV TNV KatevBuvon twv Slapkwv
oAAaywvy;

R.: In which way? We can understand the role of the administration; it administrates, hence
it affects them. But, was there something inside the co-operative, its structures, its people,
or its processes that pushed things towards this constant changes direction?
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M.: Kat’ apxag umnpxe n mieon tn¢ avaBabuiong Slapkw¢ tng AElToupylog ToUu
OUVETALPLOMOU, HE TNV €vvola OTL AUTO TIou KAvape oav Slolknon Kol mou cuvepyaldpevol
Le To otehéxn to Sivape akplpwg va to kataldBouv kal Ba ‘Tpeme va to petatpéPouv ot
AElToupylo LECA OTO CUVETALPLOUO NTAV OTL: SEV UMOPOUUE VA TIAPOUEVOULE LA artoBnKn
pe Se60UEVEG CUVONKEG AELTOUPYLOC ULOG CUVETALPLOTLIKAG amoBnkng amAd. AANAG Ba £nperne
va elplaoTte pla amoBnikn mopandvw AELTOUPYWVTAC O CUVONKEC ayopaCG OVTOYWVLOTIKEG,
onAadn to pélog To omolo Ba epxotav r autodg o omoiog Ba epXOTAV VA CUUUETEXEL OTNV
eruyeipnon dev Ba epxotav eneldn Ba €PAeme yEVIKA Kal AOPLOTA HUOVO TN CUVETOLPLOTIKN
6€a katl Timota aAlo, aAAd Ba epyotav ylati Ba eiye ouykekplpéva Seiypata ypadng, 6ocov
oadopad TN AETOUpYla TNG ETXELPNONG KO TNV amodoTikotnTa mou Ba sixe péoa amod tn
Sadikaoia autr. To 6dperog SnAadn mou Ba eixe péoa and auto. Motelw OTL AUTO NTaV
KoBapo. Autd dnULOUPYNOE ECWTEPLKEG OUVONKEG TETOLEC OUTWCE WOTE TA OTEAEXN MOG T
8l va auv€avouv cuvexwg To eninedo Asttoupylag, BERata KL epelg oav dloiknon os autd
Toug Silvape OAa ekeiva ta dovia mou xpelalovtav — KOl METATTUXLAKA €Kavoy TIOAG
oTeAEXN Ao 6w KAl EKTTALSEVUTIKA OEpLWVAPLA Kal i Asttoupyia tng SOUAG lval TETola TToU
Oivel akplBWE KL eKMALOEUTIKO XopakTApa oe OAn tn Asttoupyia, ev adrvoupe va maAsL
Timota otnv tuxn dnAadn, To kaBe tL Tov yivetal edw péoa e€etdletol Kal BAEMETAL OTNY
mopeia koL mpooapudletal ota kKalvoupla dedopéva. To OtL ptiaape etovta €W HOG
BonBnoe mapa mMoAU SOTL pag £6woe TIG SOUEC ML TETOlA AELTOUPYLO TTOU WUIMOPOUUE
KaAUtepa va aflomolnooupe oteAéxn. Ta OTeAEXn Kal oL KOvOTNTEC avOpwnwv Tou
AeltoupyolV 6w TEPA OTIG KALVOUPLEG OOUEG, TO HEYAAUTEPO TPAYHA TIOU PAVNKE £6W
TMEPQ OTN UETEYKATAOTAON OTLG KALVOUPLEG EYKATAOTACELG NTAV OTL AELOTIOLOUUE aKPLPWE TLG
LKOVOTNTEC TOU KABEe oTeAEXOUCG.

C3B1: Firstly, it was the pressure for the continuous enhancement of the co-operative’s
operations, in the sense that everything we did as administration and with our co-operation
with our executives, was made clear to them in order to change it accordingly into a new
function of the co-operative: we cannot function as a wholesaler, simply with the given
operative conditions of a co-operative wholesaler. But, we should be an advanced
wholesaler, operating in competitive market conditions; which means that the member who
was going to come to us and co-operate with the enterprise, would not come because of a
general and vague acceptance of the co-operative ideas and nothing else but one would
come because of the specific work samples concerning the enterprise’s operation and the
efficiency that one could gain through this process. That is, the benefits one could have. |
believe that this was clear. This created such internal conditions that our executives
themselves enhanced our level of operations; of course, we, as administration, offered them
all the needed qualifications — post-graduate programs for many executives, training
seminars while the structure of our operations provides an educational character to the
whole operation. We leave nothing to chance; everything that happens here is being
examined in its process and is adapted to new facts. Building these [facilities] helped too
much because it offered an infrastructure to make the best of our executives. Our executives
and people’s capabilities who work here in the new infrastructure... It was the greatest and
most obvious thing after our relocation here to the new facilities that we make the best of
each executive’s capabilities.

0.: Méoa og 6An autr tn dtadikooia alaywy oo EMalEe TO ONUAVTIKOTEPO POAO WOTE VA
npowbBeital autn n dladikaoia Twv aAAaywv: ot Sladlkaoieg, oL avBpwroL 1 n Llepapxia;
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M.: Eyw Ba éAeya cuvouaouog OAwv.

0.: ZUVSUOOUOC OAWVY KOL TWV TPLWVY;

R.: In the whole change process, which of the three played the most important role in
forwarding the change process: procedures, people or hierarchy?

C3B1: | would say a combination of all.

R.: Of all the three?

M.: Zuvbuaopdg 6Awv ylati av n dloiknon Epw yw dev eixe autnv Vv Kateubuvon Kot Ta
otehéxn avaloya Ba Aettoupyoloav 1 Ba anédibav ota enineda autd. To MPWTO TPAYUA
Eekvdel amo tn Sloiknon, amod Tig avnouyieg Tng dloiknong kal Tn Asttoupyia Tng av BEAeLg
o€ kaBapd Slolkntiko eminedo. To SeUTEPO KOMMATL €lval, WG adOUOLWVOUV Ta OTEAEXN
autd rou anodaciloupe oav loiknon Kol To TPito £lval To AEIToUpyLKO yia va GTACEL OTO
eninedo twv amopdoswv TG omoieg maipvels. Kai adopd 1o Aeltoupylkd Koppatt. H
mapakoAouBbnor Tou, ol BEATIWTIKEG TOMOBETAOEL], Ol OANOYEG Ol ECOWTEPLKEG TIOU
xpeltalovtav va yivouv, ta kawvoUpla dedopéva kal n e€elbikeuon Twv atOpwWY ota VEa
TeXVOloyKA OSedopéva oUTWG WOTE TIPAYUATIKA v €XOUUE KOAUTEPN TPOOCEYYLON OfF
emotnUovika Sedopéva Asttoupylag tng emyeipnong. OAa autd anotedovoav Vol KOUUATL
SlapkEg Kal eival Lo Slapkng Aettoupyia ou Sev OTAPATAEL, AVATTTUOOETAL KAL TO £Va 00U
dépvel To GAN0. Otav Umelg og auth T SLadLlkaoiol avayKaoTIKA Ba TIPETEL VAL GUVEXIOELC, AV
Stakoelc Oa dpavel...

C3B1: A combination of all because unless the administration had this direction, the
executives could not act accordingly or in the same level. Firstly, it begins from the
administration, from its worrying and its function in a purely administrative level. Secondly,
it is how the executives absorb what the administration decides and finally is the operational
part in order to achieve what one has decided about. And this concerns the operational
level; its monitoring, the improvement interventions, the internal changes that needs to
happen, new facts and individuals’ specialization to new technological facts in order to have
a better approach to a scientific way of enterprise’s function. All these constitute a constant
part, a continuous operation that never stops but it is deployed and one thing brings the
other. When one enters this process, one must necessarily keep going because if one stops
then this will become visible...

0.: Nwg Ba pavel; Eival onuavtikd auto. Av StakoPels tn dtadikaoia tng aAAayng...

M.: ..tn¢ aMhayng. Eival tétola n mieon g ayopdg mou £XELG SnULoUpYNOoEL yLati akplpwg
oou Aéw, n Aswtoupyla TNG BLag TG ayopdg OnMwe tnV adOUOLWOOUE €HELG pag Olvel
epebiopoata kat pag Sivel kivntpa va mpoxwpdpe mapanépo. AnAadn, m.x. ag molue dev
Aewtoupyel pévo oe éva eminmedo va mpopnBelosl KAmolo mPoidvta mou £€XEL OVAyKn O
OUVETALPLOMOG. Mpoomabel péoa amod tn Asttoupyia Tou amd to dpappakeio va avadeifet
kamowa onueia duvotd tou KABe dappoKeiou-HEAOUG Kal avtioTolyo va Tou Swaoel
npooT®épevn afio péoa amod ekMTwoelg 1 omd Siddopeg MPoodopEC AVOMTUCCOVTOG
KOMUATLO Ta omoia pmopel va avamtuéel to kKabs dappakeio avaloya pe to SladopeTikod
emninedo oto onoio Bploketal. Apa sival pLa Stopkng avalntnon. Kat yla va to KAveL auTo...
O.: Av SLakorel;

R.: How will it become visible? This is important. If you interrupt the process...

C3B1: ...of the changes. The pressure coming from the market is very high. Because, as | am
telling you, the function of the market, as we absorbed it, provides us with stimuli and
motives to move further. For example, it [the co-operative] doesn’t work in only one level,
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let’s say the level regarding the supply of some products that the pharmacy needs. It is
trying, through its operation, to highlight some strong points of each pharmacy-member and
respectively to add value through discounts or special offers, developing parts that every
pharmacy can develop depending on the different level that it is placed. Therefore, it is a
constant pursuit. And, to do so...

R.: But, what if it is interrupted...?

M.: Av Siakormel autr) Ba davel To Kevo. ALOTL 0 GOPUAKOTIOLOC Elval EEOIKELWUEVOG OF
QUTHV TNV KOTAOTACN. Z€PEL OTL TOo A OTEAEXOG MECO TNG ETUXELPNONG TTOU OloXOAeiTaL e
QUTO TO KOMMATL £lval £TOLUO VO TOV KAAUWEL OTIG OVAYKEG TOU TIOU €XEL 0TO pappoKeio o
0UTO To eminedo. Av Sev Tov KaAU el apeoa Ba pavel To amotéAeopa.

O.: IKEMTOUEVOG TO ‘99, TNV €0WTEPLKN SOWN TOUu cuveTalplopol — dladikaaoieg, lepapyia,
avBpwroug (epyalopevoug, oTeAEXN, KATT) — KOl KOLTWVTOC TO ONUEPA, LETA A0 OAEG QUTEC
TIC aAAayEC TTou €xouv oUUPEL, utapyxouv SLadopEg;

M.: TepAoTLEG.

0.: Ze o eninedo;

C3B1: If it is interrupted, then the emptiness will appear; because the pharmacist is familiar
with this situation. He knows that the executive A of this enterprise, who deals with that
part, is ready to satisfy his needs for the operation of the pharmacy in this level. Unless he
covers them, the outcome will become visible.

R.: Remembering ‘99, the internal structure of the co-operative — procedures, hierarchy,
people (employees, managers, etc.) — and observing the same today, after all these changes,
are there any differences?

C3B1: Huge!

R.: In what level?

M.: Kat’ apxdg éxoupe aAAA€eL epeis oL idloL oav Sloiknon. AladopeTikd AelToUPYOUCALE T
TIPWTA XPOVLO AELTOUPYLAG TOU GUVETALPLOUOU, SLadOPETIKA AEITOUPYOUE PETA aTtd KAToLA
XPOvIa Héoa OTNV ayopd Kal BAEmMovTog Ta MPAYUOTA Kol TG €EeAEelg amd kovid, amo
Sladopetiko eninedo. Ta otedéxn cadwe Exouv Stadopomnonbetl doov adopd to avéfaoua
Tou KaBevog kal n aflo Tou péoa amo tn Asltoupyia TG EMIXELPNONG KAL QUTO TO TPAYUOL
npoonadrnoape kol cav Sloiknon va To aviapelPoupe kol vo Tou SWOOUUE OTO KABE
OTEAEXOC, OTNV KAOe ATOUIKA €TOL avamtuén Tou kaBevog amd edw mépa mou RBeAe va
avantuxBel tnv emPpaPelape kot T Palape svraypévn péoa otn Asttoupyia tou OAou
OUCTAMATOC. Apa RTAV £TOL LA £EEALKTLKA TTopEia, Oa éAeyal...

O.: Ntav n dtadikaocia tng aAhayng mou GAAaLe...

C3B1: Firstly, we ourselves have changed, as administration. We were operating in one way
the first years of co-operative’s running and in a different way we are operating after some
years in the market and after closely observing facts and developments, from a different
level. Executives have also differentiated themselves in the sense of an increased capability
through their function in the enterprise and this was something that we, as administration,
tried to reward and make it available to everyone. We were rewarding every individual
improvement and we were integrating this into the function of the whole system. Hence, it
was an evolutionary process, | would say...

R.: Was the change process that changed the...

M.: Na, Atav pLa e€eAKTIKA Ttopeia, n omola poag £8wve kabnuepva katvoupla dedopéva va
avantuéoupe. Mag ta €8wve. AnAadn n (Sla pog n Asttoupyla auTr Hag Avolye KovoupLloug
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6popouc. AANG autO, o€ oXEon LE TO TTOALO AV KATOOUE Kal TO SOUUE £TOL QMOAOYLOTLKA,
cadwe Kal dev Ba pmopoloape va KATOAABOUPE TwG KL eUel oav Slolknon Kal oTeAéxn
davtalopat, tn Asttoupyla TG enixeipnong Héoa amo Tig kawvoupleg dladikaoieg. AnAadn,
Oev umopoUoape va GAVTAOTOULE TNV OQVATTTUEN TNG ETXELPNONG KOL TOU OTEAEXLOKOU
SuvapikoU og auTO To eninedo to omnolo Bploketal onpepa, PV amod S€ka Xpovia. e Kapia
nepinmtwon. ‘Hrav n dla n e€eliktikn mopela n omola cuvSudoTNKe He TNV Topsia NG
eruxeipnong. Kot autod av BEAELG €ylve OOUWTLKA, OOUWTLKA OTLG SOUEG TNG ETUXElPNONG.

O.: MaAL BAEmovtag twpa To ‘94 f to ‘99 mou ekivnoav ol Sladlkacieg Twv aAAaywyv Kot
ONUEPO, TOTE TIOTEVUETE O OUVETOIPLOMOC HTOV TILO KOVTA OTLG QTIOLTACEL TOU
neplBaAlovtog, TOTE 1 oNuEpQ;

M.: Znuepa motelw.

O.: INnuepa; To Aéw ylati tote pidayote yla €va Alyo moAU otaBepd meplBdAlov kal To
KOWWVLIKO TeptBaAlov ntav Alyo oAU otaBepd KAl TO OLKOVOULKO, KATT, TO TEXVOAOYLKO lowC,
ONUEPO MIAAVE yloL QUTHAV TNV OVATOPOXN TOU CUVETAYETOL OUVEXELS aAAayEéC Tou Sev
UTIOPElG va KAVELS oxeSlaopo, KA, map’ oAa autd; Eival evtumwolokd va pou A£TE OTL
oNUEPA Elval TILO TTOAU TIPOCAPUOCHEVO!

C3B1: Yes, it was an evolutionary process, which provided us with new data to grow every
day. It gave them to us. It was our function itself that opened new paths to us. However,
regarding the old times, if we make the account it would definitely not be possible, for both
the administration and managers, to perceive the function of the enterprise through the
new procedures. That is, ten years ago, we could not imagine the growth of the enterprise
and the development of human resources in nowadays level. In no way! This evolution
process was combined with enterprise’s advancement. And this happened by “osmosis” in
the structures of our enterprise.

R.: Once again, looking back at ‘94 or 99 when the change process began and comparing
with today, when do you believe that the co-operative was closer to the requirements of the
environment, then or now?

C3B1: | believe, now.

R.: Today? | am asking so because those times you were dealing with a rather stable
environment; the social, financial, technological, environment was stable in one way or
another. Do you really think the answer is today, despite the fact we are talking about all this
turbulence that does not permit one to make plans, etc.? It is impressive to argue that today
is much more adaptive!

M.: ZAuepa eival ylati To meptBaliov To mponyoUpevo, n otabepdTnTa Kal N SLOYKwaon tng
ayopac, 6ev adnve meplBwpla ylo vo okedTelC HEoa amo TV KabnuepLvotnTa Kal to TPEELUo
NG Asttoupylag tng (6Lag tTnNg ayopdas oe TLo EMIAEKTIKA ETIMESA KOl O TLO £EELSIKEUEVAL
B£pata ov adopovcav t Asttoupyia Tou dappokeiou. Kt av B€AeLg, kat to dapuakeio dev
oe xpeltalotov téoo MOAU yloTl n S10ykwon TG ayopds NTav TETOLO TOU TO HEYOAUTEPO
MPOBANUa ou eixe to kABe dpapuakeio NTaAv amAo, NTav va To mpoundevoeLg Ta mpoidvta
moUAaye 1 xpelalotav yla va KAAUEL TG 0VAYKEC TOU KoL Timote AAAO Ttapamépo Ko HooUV
oAU KaAd kot Opopda ki wpalo. XApepa sival mo e€etdikevpévn n Asttoupyia TG
emnuxeipnong pe tov mehdtn-péAog. H Asttoupyia oe MOAU o eAEKTIKO eminedo. AnAadn
€xel MOAU MeyaAUTEPEC OHUEPQA QATOLTAOEL TO HEAOG O’ QUTEG TOU €ixe TMOALOTEpPO.
MNaAldtepa n pwvn Tou KL N avtdpa Tou Atav vo Uropéosl va eEuntnpetnBel elte o oxéon Ue
TOV QVIAYWVIOUO €ite pe tnv (6la tn Asttoupyio tou dappakeiou tou. Ifpepa amaltei
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O10pOPETIKEG AELTOUpPYLEG Yyl va UMOpECEL, BAEmMoOvVTAg KL QUTOC UECA OTLG KOLVOUPLEC
ouVONKeg TNG ayopdg, OTL xpelaletal va BeATlwoel KAmola Tpdypota 6cov adopd TN
Aewtoupyia Tou dpappakelou Tou, ETIUEVEL Kol BEAEL amtd TOV CUVETALPLOUO OTOV omoio sival
EVTAYHEVOC VO TOU SWOEL TO (aKATavONTo) €KEVO TO OmMoio Ba UMmopEoel va BEATIWOEL TN
Aewtoupyia Tou dappakeiou TOU yla va UmopEael va avtameEABeL OTIC KAVOUPLEG CUVONKEG
NG ayopdg. Apa gival 1o molotikn n oxéon onuepa. AnAadn, n Astoupyla TOU TUAUOTOG
NG HNXavopyavwong mailel mToAU onuavtikd poAo onuepa, SLotL dev pmopel papuakeio va
Aewtoupynoel onuepa xwpic pnxavopyavwaorn. To TUAUA To SIKO pag Omwe sival Sounuévo
Slvel £tolueg AVoelg. Mmopel va avd oo oTLypn Kot ThAEPWVIKA va Tov eEUTNPETIOEL Kall
va tou Swaoel €tolun Avon. Apa autog E€peL OTL maipvovtag £va ThAEDWVO GTO CUVETALPLOUO
KaAUPONKe 600V apopd TIG AVAYKES TOU QUTEG, TG UNXOVOYPAPLKEC.

C3B1: The answer is today because the old environment — stability and market expansion -
left no space, within the daily running and the market function, to think in a more selective
level and about more specialized issues concerning the operation of the pharmacy. And
something more, it was also the pharmacy that did not need us so much because the market
expansion was so large that the biggest problem that a pharmacy had was to supply the
products that it needed to cover its needs and nothing else; everything was fine and good.
Today, the operation of the enterprise is more specialized towards the member/client. The
operation lies in a more selective level. Today, our member has much more demands than
before. Previously, one’s anxiety was only to be served properly either regarding his
pharmacy’s operations or against his rivals. Today, realizing through the new market
conditions that one must improve some things in the operation of his pharmacy, he
demands different services in order to be able to do so. He demands from the co-operative
in which he is a member and insists on the issues that would provide him with the ability to
improve his pharmacy’s operation in order to be able to work through the new market
conditions. Hence, it is much more qualitative today. For example, the new technologies
department plays a significant role today because the pharmacy cannot operate without
computers. Our relevant department is structured in a way to offer easy solutions. One can
even make a phone call, in any time, to be served and receive a ready solution. So, one
knows that by making a phone call to the co-operative, all the needs concerning computers
and software can be covered.

0.: AnAadn miotevete OTL o pa Eadvikn allayr, oAU Eadvikr, plloomacTtiky alhayr Tou
neplBdAloviog to ‘99, 0 GCUVETALPLOMOG Ba avtidpolose HE TUO apPYyd QAVOKAQOTIKA 1
XELPOTEPQ MO pia pL{ooTIAOTIKS aAlayr] Ttou propel va cupPeic To onuepvo meptBailov;
M.: ...00a éAeya OTL... LoTELW OTL Ba avTldpolos pe AlyoTEPA AVOKAQOTIKA.

0.: Me Alyotepa avakAAOTIKA...

M.: Me Awyotepa yloti Ssv unipxe autn n mopeia. H mopeia tng avamtuéng. H mopeia tng
avantuéng onualivel og 6An tn Sopr. Asv onpaivel LOVO o T{POo KOl ETILXELPNUATIKA, OTTAA.
Inuaivel kot avantuén tng Soung. AnAadn, Eva KoppdTtt tou Swoape oAU HeydAn onuaocia
OOV CUVETALPLOPOG ATav N avamtuén tng doung. e autd emevbuoape moAl. AnAadn, to
oTeAEXLAKO SUVAULKO KoL TO €PYATLKO SUVOULKO TNG ETIXEIPNONG elval UTIO cuveXn €Aeyyo,
BeAtlwvovtag to kot Silvovtdg tou Suvatotnteg va avamtuxBel meploootepo. Eival pla
ouvexng Asttoupyia auth, n omoia £xel maywwOel mio PEPata Kat avaykalel Tov Kabéva mou
elval edw mépa N Ba tpé€el | Ba amoPAnOel. Aev pmopel va HEIVEL OTAOLUOG KOL va
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Aeltoupyel oe enineda kal £Tol kKot aAwe. 'H Ba akoAoubroel tnv mopeia auti i Ba Pyel
€KTOC, Byalvel extog.

R.: So, do you believe that in a sudden, radical change of the environment in ’99, the co-
operative would react with slower or worse reflexes than in a radical change that could
happen in the current environment?

C3B1: ... would say that... | believe that it would react with slower reflexes.

R.: With slower...?

C3B1: Yes, with slower reflexes because there was not this path, yet; the growth path
regarding the whole structure. It does not only mean sales or business growth. It also means
growth in the structure. A part that we emphasized a lot, as a co-operative, was the
advancement of our structure. We invested a lot in it. For example, our managerial and
working resources are under constant control in order to improve their capabilities while we
offer those opportunities to grow more. This is a constant operation already established and
makes everyone who works here either to run or to be expelled. One cannot stay stagnant
and acting in one way and the other. He will either follow the route or get out; one gets out.

©.: Anhadn 6Ao auto Tou Aéve, 6AoL To xapaktnpilouv To EpIBANAOV OTO OTOLO KIVELTAL N
eTXelpnon w¢ unePMOAUTTAOKO, OAN AUTH N UTIEPTIOAUTTAOKOTNTA O CUVETALPLONOC WG TV
LETEDpaOE PETA OTN SO TOU LA VO UTTOPECEL VA TNV OVTLUETWTTIOEL,

R.: Well, regarding what is called ‘hypercomplex environment’ in which the enterprise runs,
all this hypercomplexity, how did the co-operative interpret it inside its structure in order to
confront it?

M.: Kat’ apxag ekeivo to omoio pag mpoPAnudtios amd thv apxn Otav KabBouaoTe Kot
ou{NTAyapE... EKElVO TO omoio pag MPoPANUATIOE ATAV OTL TL Ba TPEMEL VA KAVOUUE OTN
Soun TNG E€MIXElPNONG YyloL va UTOPECEL va OvTanmeEEABEL OLKOVOUIKA oTa Kolvoupla
debopéva. To INToUevo elval aUTO. ATIO TN OTLYN TIOU €XOULE eTUAEEEL Evav KaBapd TpOmo
napéuBacng otn vioma oyopd Kol Timote GAAo, oav Asttoupyia. KabBioaue kot sidape,
Kavovioape OAeG TIC AELToUpyieg TNG emixeipnong kat kabloape kal eldape moLo KOUUATLO
MMOPOULE VO BEATLWOOUE OE OLKOVOULKO EMIMESO KOl 08 AELTOUPYLIKO OUTWE WOTE va gival
TO amodOoTIKA Kol Vol NV TPooB£Touv povaxa KOOTOG XWPIG va £XOUHE avTAMOoSOoTIKO
odeloc. Eidape KL e€eTdoae TO AELTOUPYLIKO KOUUATL 000V adopd To tpoowrikd. Eldaue otL
arnotelel To peyaAUTEPO KOOTOG. EVag LOLWTNG O€ QUTEC TLG KPLOoELG Kt TIG SLadopoTIOLROELS
TIOU UTIAPYOUV OTNV ayopd, TO TPWTO TTPAYHA TTOU KOLTALEL £lval VO CUMTTILECEL T KOOTH TOU.
Agv umtapxel AAAOG TOMEQG VA CUUTILECELG TIEPLOCOTEPO EKTOG QMO TO TMPOCWTIKO, €lval TO
peyoAUTEPO KOOTOG. Apa Ba EMPETE val KAVEL TO TIPWTO TPAYHA VO TTou Ba ‘TIpETE va KAVEL
armAd €toL. Epeic kaBioope kal to eidape Stadopetikd. MANoope pe Ta UEAN HOC, HE T
oTeAEXN Kol TouG epyalOpevoucg edw TEPA TNG ETIXELPNONG TOUG EVIAEQUE OE QUTHV TNV
nopeia. Toug einaype, edv n Asttoupyia tou KaBevog edw péoa Sev pooBEtel 6dehog amd Tn
Aewtoupyia oag 6w péoa avaykooTka Ba mpemel va UTtapEet avtiBeon otn Asttoupyia Tng
eruxeipnong ylati 8ev pmopoUv vol UTIAPYOUV TOCO QTOMA YL KOTIOLEG AElToupyieg
npoodEPovTac Hovayo To eAGXLOTO 6w mépa. Oa MPEMEL va elvol avTamodoTiko auTto. Apa
TOUG eVTAEOUE OF WLOL TIOPELO TIOLOTIKAC avoPaduiong kot Asttoupyiag tng emixeipnong
oUTWG WOTE VO NV AITOTEAOUV OVO KOOTOG aAAA va ipocB€touv Kat 0dehog. KL autd €ylve
£€T0L péoa amd Pl oupdwvio €TALPK, TG €TAlpeiog ME TOUuC epyalOPEVOUC TOU
OUVETALPLOPOU, TO OTEAEXN Kol TOUC UTIOAOLTIOUCG epyalOUEVOUG Ot pla apotpaia
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avtutapabeon andoPewv Kot StadopeTIKwY AEITOUPYLWV OUTWE WOTE TTPAYUATIKA va 600&l n
duvatotnTa va pnv unapéouv amoAUoELG.

C3B1: Firstly, what we were concerned from the very beginning when we started to talk ...
was what we had to do in the structure of the enterprise in order to be able to overcome
financially the new facts. That was all about from the moment that we chose a clear way of
intervening solely to domestic market and nothing else. We started to arrange every
operation in the enterprise and we spotted the parts we could improve in the financial and
operational levels so as to become more efficient and not only add cost but also
compensatory benefits. We checked out the operational level as far as the personnel are
concerned. We realized that this is the biggest cost. What primarily does a private company,
in this crisis situation and market alterations, is to compress costs. There is no other sector
to compress more its cost than personnel; this is the biggest cost. We dealt with it in a
different way. We talked with our members and with our executives and the employees and
we put them in our path. We told them, unless each one’s operation brings benefits to the
enterprise then one functions in confrontation with the enterprise therefore there cannot be
so many people for some operations presenting their minimum here. This must be
reciprocal. Thus, we put them in a path of a constant qualitative upgrade of their operation
so as not only add cost but also bring benefits. And this happened through a partnership
agreement between the co-operative and its employees, the managers and the rest
personnel, amid a debate which ended to a real possibility to avoid layoffs.

O.: Tavtoxpova OpwE Kavate enevdUOoEeLg, BAlate UTIEPOUYXPOVN TEXVOAOYLQ, AVATUOOETE
UTINPEOCILEG, TIPOOTIAOEITE VO TIPOXWPNOETE Kal 0€ AANQ KOUUATIO HEoa TNG ayopdg. lvate
moAUTAoKOL; Zav Sopr, Ue OAa OUTA,;

M.: OxL.

0.: OxL. AnAadn, sevw €xete éva moAumAoko TeplBaAlov, €0l autrv TNV MOAUTTAOKOTNTA
Tou meplBaMiovtog Sev Tt vVwWOeTE va ocag €xel aufnoel T OWK COC ECWTEPLKNA
TOAUTIAOKOTNTQ;

M.: Oxy, ylati Aettoupynoape mpoomtikd cav Soun. Auta dev pbav og pLa LEPO EMAVW Kol
elmav &€pete alaloupe O6Ao To mepBdllov to omoio umfpxe. Asv umnpxe SnAadn pa
HovomAegupn Asltoupyla TNG eMXelpnong oUTwE wWote va GTAoELS oTo eMinedo To onUePLVo
LE QUTH TNV TIOAUTTAOKOTNTA Kal TN Aeltoupyia o€ SladopeTika enineda Eadvikd va Bpebeig
Kol va Telg mehaywvw 6w péoa. Yrnpée ula mopeia, n omoia Bripa-prua £RAene akplpwg
NV avamntuén kat tn Aswtoupyia Tou KABE TUAMOTOC AUTOU KOl OUMOKEVIPWTIKA OAAG Kol
OUYKEVIPWTLKA 6oov adopd tov €leyxo. Apa Ta TUApATa Snuloupynbnkav amd pova Toug.
(54.02) To TUAHA TWV TIAPADOPUAKWY KAl YEVIKOTEPA OAWV TWV UNNPECLWY avamntuxOnke
KAt Ovouo OAAA CUYXPOVWG NTAV EVTOYUEVO HEOA OTn AELtoupyla Tng emixeipnong, dpa
Atov £TOLUO.

R.: However, at the same time, you also invested; you introduced high technology, you
developed services and you are trying to move to other niches of the market. Did you
become complex? [| mean] as a structure, because of all these?

C3B1: No, we didn’t.

R.: No? You argue that despite the fact of a complex environment, you do not believe that
environmental complexity has increased your own inner complexity, do you?

C3B1: No, because we, as a structure, operated prospectively. This did not happen within a
day when someone said “we change the existing environment”. There wasn’t a one-sided
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function of the enterprise so as when the current situation emerged — with all this
complexity in various levels — to find suddenly itself boggled. There was a step by step
process in which each department’s development and operation considered decentralized
though centralized concerning control. Hence, the departments were emerged by
themselves. The parapharmaceuticals department as well as the other services departments
was developed by themselves but at the same time they were integrated into the operation
of the enterprise, hence it was ready.

O.: AnAadn Twpa £0eic MOU €l0a0TE EMAVW OTNV KOPUdH KoL KOLTATE TTPOC TA KATW OAO AUTO
To SnULloUpyNnuUa...

M.: Aev pog dnuoupyet... Aev pog Snuoupyet...

0.: Agv... MdALota.

M.: Kat paAlota adopolwveTal UKOAQ... APOUOLWVETAL KAl TILO EUKOAX ylaTi Kal PE TNV
Kawvolpla emévduon tnv omolo KAVAUE Kal TO Kalwvoupla TEXVOAOYKA HEoO TO omola
XPNOLUOTIOLOUUE QUTA TN OTLYUN ylo TN AELToupyia TNG EMXeipnong, ocuvdudotnKav akpLpwg
LE auTh pag tnv mopeia. AnAadn n emdoyn €ywve ocuvlUAOTIKA HE TNV €eAELLOTNTA TOU
OUVETALPLOMOU KaL TNG AELToupyiog tTng emixeipnong. Aev E€pw av yivoual KATavonTog;

O.: Nay, BéBata, BERata...

R.: Does this mean that now you are on the top and you observe down to your creation...
C3B1: It doesn’t make any... It doesn’t make any...

R.: It doesn't... Yes...

C3B1: Moreover, it is absorbed easily... It is absorbed more easily because our new
investment and the new technological media we use this moment for the function of the
enterprise were combined with our [general] course. Namely, the selection was made
together with the evolution of the co-operative and its operations. | do not know if you
understand what | am saying...

R.: Yes, sure... sure!

M.: AnAadn €ylve MPocapolOUEVN OTLG KOLVOUPLEG KATAOTACELG QAN TIPOCAPUOTOVTOG KOl
TO TIPOCWILKO yla va avtoanetEAOel o autd. AUokoAo. Itnv apxn umnpav mpoBAnuara,
umtnpéav avtdpdoelg, umnpéav SuoAsitoupyieg, umApge SlAoTNUA TPOCAPUOYNAG APKETA
MEYAAO KOl €lXE KoL KOOTOG QUTO OAAA TWPO EKTIUW ELLOOTE O €va enMimedo mapa TOAU
KaAG, mou map’ OA0 MOU UTAPXEL QUTH N SLACTIOPTN TIOAUTTAOKOTNTA KoL AELToupyia Tou
avedepeg mponyoUEevVa, cuvduaoTika Aettoupyel apoya. AnAadr, avd mAcK OTLYUN EYW
UIopw va KOAEoW Ta TURHOTA €W TEPA KAl va Jou Swoouv pla arnodn o kabévag yla Tov
Topéa Tou €ekdBapn, mapa oAU cadn Kol XwpLlg va maipvel ag MoUUE LSLALTEPOTNTEG KOl
Aewtoupyieg GAAeg Ttou Sev Tig avtlapBavopal.

0O.: MdAlota. InUavtlikd auto.. Kal ocov adopd MAAL TNV €0WTePLK SOUR KAl TLG
Sladikaoieg, moTeVeTe OTL CHLEPA ELOTE TILO KOVTA Ot pia WOLWTIKN emxeipnon n Bswpeite
OTL £XETE YEYAAN amooTaon; Ao Tov TPOTO TTou SOUAEVUEL ECWTEPLKA TILO, oAV LEpap)io, oav
oteAéxwon, oav SLaSlKAoIleG, oav TEXVOAOYLQ TIOU EVOWMOTWVETAL, KAT, Qo HLa LSLWTLKN
eTxeipnon.

C3B1: This occurred by adapting to the new circumstances and also by personnel’s
adaptation in order to overcome all these. It was difficult. In the beginning, there were
problems, backlashes, malfunctions; there was a time for adjustment long enough and there
was also cost but now | believe that we are in a very good level and despite the existence of
this scattered complexity and the situation that you mentioned before, it functions
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awesome. Namely, in any time one can call the departments and they will give me a clear
image of their sector, very specific and without messing other specifications or operations
that one cannot grasp.

R.: I see. This is important... As far as the internal structure and process are concerned, do
you believe that you are closer to a private enterprise or do you believe that you are far
away? | mean regarding the way that you operate internally, as a hierarchy, as staff, as
procedures, as applied technology, and so on, comparing to a private enterprise.

M.: Kat auto eival dipopolpevo He Thv €E€NC €vvola. YIIAPXOUV ETXELPNOELG LOLWTLKEG TIOU
AewtoupyoUv KaBopd e TPOCWITOTAYH TPOTO KAL OUTO OTLG ONUEPLVEG GUVONKEG TNG ayopag
elval avamnoteAeopatikod, unopeil va Asttoupyoloav o AAAEC CUVONKEG TNG ayopag Kal va
€6vav TNV guxépela av B€AeLg Kal Tn SuvatotnTa otov KABe emixelpnuatia va Asettoupyet
TIPOOWTILKA KOl VO aTtoKoUilel odpEAN TPOOWTILKA POVO Xwplc va polpdaletal TUToTe, va T
BaleL otnVv TOETN TOU evwow OAa. AAAG OTLG ONUEPLVEG CUVONKEG TNG ayopdg SUCKOAEVETAL
TOAU. YIIAPXOoUV Kal LOLWTIKEG EMIXELPAOELG, OL OToleC AsttoupyolV e opyavwuevn Soun.
AUTEC Ol eMIXEIPAOELS €lval QUTEG TOU avTleTwrilouv ta Alyotepa mpoBAnuata. Aev
UTTAPXEL KOVEIC TIOU VO HNV QVTMETWTeL TPOPANUA onuepa. € ouvOnKeg Kplong
avTLeTWITilouv OAoL TPORANUA... AANG OL OPYAVWUEVEC ETLXELPNHOELG, UE SOUEG OL OToleg
€xouv ¢TLaxTeL KOl AIToUpyoUV o€ EMIMESO UTTOOTAPLENG TNG ETILXELPNONG, ELVOL Olyoupo OTL
OQVTIHETWTTI{OUV Ta AlyoTepa TpoBARaTa.

O.: AnAadn, av avatpifoupe to '99, OrUEPA TLOTEVETE OTL €(0AOTE TILO KOVTA OTLG OWOTA
OPYOVWHEVEG LOLWTIKEG ETILXELPNOELG KL OXL OTLC TIPOCWTIOMAYELG, £T0L;...

M.: Nay, vad...

0.: To '99 eiyate amootaon amnod T ..., AW AETOUPYOUCATE TILO TPOCWTOTAYWS (oW KL
eoelg, eloaote SnNAadN TLO KOVTA OTLG MPOCWTOMAYEIG LOLWTLKEG ETLXELPNOELG... AT OTL OTLC
OPYOAVWEVEC;

C3B1: This is also ambiguous, in the following sense: there are private enterprises which
function clearly attached to a person and this, in current market conditions, is ineffective; it
might have worked in previous market situations and gave the entrepreneur the option to
reap benefits for oneself without distributing anything, | mean, to stuff everything in one’s
pocket. But, in the current market situation it becomes more difficult. There are also private
enterprises that function under an organized structure. These are the enterprises that face
the fewer problems today. There is nothing that does not face problems today. In a crisis
situation, everything faces problems... however, organized enterprises, with structures
which have been built and operate in a supporting level, definitely face the fewest problems.
R.: Does this mean that if we look back in ‘99 and compare it with now, you are closer to
properly organized private enterprises than the proprietorships attached to a person?...
C3B1: Yes, yes...

R.: In '99 you were far away from... did you function more attached to persons? Were you
closer to the enterprises attached to a person than to organized ones?

M.: Oyt Ox.. AmMAwg oL cuvBnKeg NG ayopdg ntav TEToleg Tou Oev cou eméBalav va
AeLtoupyeic Lo e€eALKTIKA KOL TILO YPryopa adOUOLWVOVTAC TIG KOLVOUPLEG KOTAOTAOELS TTOU
EXELC V' QVTIUETWIIOELG KaBnuepva Twpa. AnAadn, UTHPXE Evag Mo apyog puBUOG yLaTL N
ayopa ETPEXE KOTA TOV (810 TPOTO 0UTWE WOTE TIPAYHATIKA Ol TTAPEUPACELS GOU ATAV TTOAU
apyEc. Map’ 6ho OTL elxeg TNV avnouyia va Snuoupyeig tn Soun ekelvn mou Ba e€eAlocotav
TPOC AUTAV TNV KATeLBUVON YLATL €IXEC KATA VOU OTL KATTOLA OTLYUH N ayopd B’ aAldtel, dev
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UTopel va cuveyloTel og autd to eninmedo va Asttoupyel, mop’ 6Aa autd n idla n mopeia g
ayopag 6ev oe adnve va TpE€elg kal va TALELS yla va Asttoupyeic TG Souég oou. To
adnveg yla petd. (58.30) Kat gixeg Tnv dveon Kal TV TOAUTEAELA VAL TO KAVELG OUTO. ZAUEPA
Oev €XELG TNV AVECH KOL TNV TTOAUTEAELQ.

O.: Apa onepa £(0OL TILO KOVTA OTLC OPYOVWHEVEG SOUEC TOU LOLWTLKOU Topéa, SnAadn...

M.: Eloal TLo KOVTAd... OTNV 0pyavVWUEVN AELTOUPYLA TIOU QVTOTTOKPIVETOL OTLG GUYKEKPLUEVEG
OUVONKEG TNG CNEPLVAG AYOPAg.

C3B1: No, no. Simply, market conditions were of such a nature that didn’t impose you to
work more advanced and more quickly, absorbing new daily conditions like the ones that we
must face now. It means that there was a slower temp because market was expanding by
itself so our intervention was really slow. Despite our anxiety to create a structure which
would be evolved towards this direction, because we had in our mind that at some point the
market would change and could not keep functioning at that level, nevertheless it was the
actual market trends that didn’t let you run forward and establish new structures to operate.
We left thing to be done in the future. And we had the comfort and luxury to do so. Today,
we have neither comfort nor luxury.

R.: Consequently, today, you are closer to the more organized structures of private sector;
that is...

C3B1: We are closer... to the organized operation that meets specific conditions of current
market.

O.: Kaw n teAeutaia epwtnon ivat, otnv (dta tn dtadikaoia tng alayng, otav Eeklvioate va
KOVETE OAEC QUTEG TIC OANayEg, €ite NTav oL BuyatplkEG €£(TE OL TPOALPETIKEG, N
Sladopormoinon TG EUMOPLKAG TIOALTLKAC, OL UTINPECLEG, KATL, 0 TPOTOG Tou To oxedlalote
QUTO Atav ekvaw amo dw amod to A kot mdw oto B, pe 1,2,3,4 BApata n dokpalarte,
Eavakavarte niow, avadokipalate, mnyaivate and teBAacpévn 060..., akohoubrnoate pa
1000 0pBoloyikn Stadwkacia SnAadn... unxavikn dtadlkaoia va to mw £T10L;

M.: e mapa MoAAG mpdypata, eneldn n Soun NG Aettoupylag tng emxeipnong GTLayTnKe
€TOL KL ATOV TO HEYAAO TIPOTEPNHA AUTAC TNG AELTOUPYLOG HOG QUTO KOL TO QVTOYWVLOTIKO
TIAEOVEKTNUA QUTAC, Elvol 6lyoupo OTL OL TTOAU LETOXLKEG ETILXELPNOELC KAL N AELTOUpYia KATW
armd CUVETALPLOTLKN Bdon dnuloupyolv poBARuata. 2 apa MOAAEG TIEPLITTWOELG KL EUELC
€€aVaYKOOTNKOME KATIOlA TIPAYUATO Ta omoia mbavwe epelc oav Sloiknon ta BAEMape
evieAwG SLadopeTIKA, TIOAU TpOXWPNUEVA OE OXEON LE TO UEAN, EMpene va SWOOUE TO
XPOVo T(OTWONG ylo va UMOPECEL VO YIVEL KOL KTAMO Twv HEAWV N av BéAete 1ng
mAeloPnodiog twv peAwv.

R.: And the last question... When you started to make all these changes, amidst the very
change process, no matter how the subsidiaries were, or optional shares, purchasing policy
differentiation, services and so on, the way that you planned this was: | start from here,
from A, and | go to B with 1,2,3,4 steps or were you trying, stepping back and then trying
again, following a curvy road...? Did you follow such a rational process, let’s say a mechanical
process?

C3B1: Regarding many things, due to the structure of operations of our enterprise which was
built in that way and this was also its big advantage of operation and our big competitive
advantage, it is certain that multi-shareholders’ enterprises and co-operative basis of their
function create some problems. In many cases, for things that we, | mean the
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administration, could see differently, more advanced comparing to our members, we were
forced to credit time to our members or the majority of our members to realize them.

0.: Otav anodaocilate va EEKIVAOETE;...

M.: Otav anodoaocilape, To KAVOLE.

0.: Mg autov tov Tpomno; Pevyw and dw ndw kel pe 1,2,3,4...

M.: Nat, Alyeg NTav oL MEPUTTWOELG OL omolieg Aettoupyoloape otadlakd, 6cov adopd TNV
eUMESdWON TNG TOALTIKAG, NG Asttoupyiag SnAadn tng emuxeipnong. TG TEPLOCOTEPEC
TLEPUTTWOELG, TILOTEUW OTL AELTOUPYOUCAE TIAVTA O€ EMIMESO EMITEALKO KOTA TOV (510 TPOTO
oUTWC WOTE TMPAYUOTIKA auTto Tou amodacilape eixe ndn enefepyaotel olTWG WOTe va
Mmopel va sival epoapuooiuo.

O.: Eva Bnuoatdkl, 600 SUCKOAO Kal va NTav... val, val... Niwoate oté va Eekivate amd 1o A
KL avtl va tate oto B va kavate kamola teBAacpévn 1 akopa xewpotepa va ptacate oto I,
miou Sev to ‘yate mpoPAEPEL TTOTE;

M.: Not. YITapXouV TETOLEG TIEPLITTWOELG

O.: YILApXoUV TETOLEG TIEPUMTWOELG; ¥’ AUTEC TG AANAYEG TTOU culNTAUE, TIC BaBLEG aAlayEg
£toL;

R.: When you decided to start...?

C3B1: When we decided something, we [always] did it.

R.: In the way | described? Leaving here and going there with 1,2,3,4...

C3B1: Yes. In few occasions we acted gradually, as far as the absorption of our policy and the
operation of the enterprise are concerned. In most occasions, | believe that we always acted
in staff-level and in a way that what had been decided had been already worked out in order
to be practicable.

R.: A small step, no matter how difficult it was... yes, yes... Did you ever feel that you started
from A and instead of arriving at B you made a zigzag or, worse, you arrived at C where it
hadn’t been predicted?

C3B1: Yes, there were some occasions like that.

R.: There were? Concerning changes that we are talking about, deep changes?

M.: H mopeia KL n Asttoupyia pLag emixeipnong, €0tw KL av lval CUVETALPLOTIKN EMLXElpnoN,
HE KArmoleg SOUEG oL omoleg ival MOAUTIAOKEG 000V adopd Tn AsLtoupyla Twv anmodAcewy
KATT, €EEAIKTIKA KoLl otnv kabnuepwvotnta eival ot (Sleg oL ouvONKeG TNG AyopAg KAl TNG
TIPOYHOTIKOTNTAG TIOU Ot avayKalouv TOAAEC POPEC va KAVELG KOl Tlowyuplopata, va
KAvelg Kot teBAaopéveg kal mBavwe xwplc va To KataAaBaivelg mpoxwpwvtag va EXELS
dtaoel oto I koL va £XELC Eemepaoel To B.

O.: Eoei¢ to viwoarte autd dnAadn.

C3B1: The development and the operation of an enterprise, regardless its co-operative form,
with complicated structures regarding its decision making, etc., [are interconnected] with
the very market conditions and reality which in their daily deployment and evolution force
one to make setbacks, or follow zigzags and maybe, without realizing how, to arrive at C
having passed by B.

R.: Did you feel that?

M.: Nay, vat, moAAéG dopeg. MoAAéEg dpopec. MNarti elval ol cuvBnKeg Kal oL aANayEC TETOLEC
TIOU OTO XpOVvo mou NBelec amod 1o A va ¢tdoelg oto B eixe Eemepaotel kal noouv ndn oto I.
AnAadn, va cou Swow éva TOAU amAd mapddelypa mou £xeL peydAn onpooia. Otav
Eekwvnoape T Sladikaoia  péca  OTIC  KAwoOUPLEG OUVOAKEG TNG  Oyopag TouU
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ovthappavopactav OtL £pxovral kal aAlalouv ta mpaypoto eidope akplBwg OTL n
kepdodopla tng enyelpnong elval meploplopévn, xapnAn. Apa Ba énpene va ekivriooupe
va to doUpe Kal va enefepyaoToUpe oevdpla Tou Kal Ba emiBpdfeuvav ta PEAN TOU
OUMUETEXOUV OTO CUVETALPLOMO aAAd Kot Ba €8wvav Suvatotnta va eEeAxOel n enyeipnon.
Marti to 1o onuavtiko eivatl auto. Na e€ehyBel n emiyeipnon. Otav e€ehyBel n emyeipnon
okohouBoUv kal Ta WMEAN KL evtdoocovial o' aquthv tnv Topela. Apa, AoLmov,
TPOPBANUATIOTAKOUE TIOAU €AV N CUMMETOXN MECO OO TG TIPOOLPETLKEG KL EMEVOUTIKEG
HEPLSEG, oTIC omoleg Ba emévduay ta péAN Ba dnuoupyouoe avtiBéoelc 1) Ba dnuloupyovoe
Sladopec... dladopetiky Aettoupyia kL emimedo peAwv mou Ba tapakoUvaye TIAEOV TO
ocvuotnua kat Ba (akatavonto) pla oopporia. MpoBAnpaTLOTAKALE, AOUTOV, apKeTd. Eyw Kal
Ta uTtoAouta éAN tng Slolknong, o kamola ¢aon, av BEAELC Kal EEMepVWVTAG Ta OTEAEXN TA
1610, yloti mavape tov moApo TG ayopag Kal Tng Asltoupyiag Twy peAwv, eidape otL nTav
€VQL... L0l ETILXELPNUATLKY AOYLKH TToU Ba €mpere va sival KAOetn, Sev Ba énpemne va gixe {yk
Tayk. Apa anodacicope amdluta kol map’ 6Ao mou moAhol ev To mioTevav Kal THYAUE
péoa otn .Z. kot katabBéoape tnv mpotacn, oAol £Tplfav ta pATia Toug otav £idav tnv
TIPOOEAELON TWV PEAWV TIPOG QUTAV TNV KateuBuvon.

C3B1: Yes, yes, many times. Many times. Because it is the conditions and changes that
happen during the time one needs to go from A to B that one is being overtaken and one
already finds oneself at C. Let me give you a simple example of great significance. When we
started the change process after we realized that new market conditions were coming and
things were changing, we noticed that the profitability of our enterprise was limited, was
low. So, we had to deal with this and develop scenarios with which committed members
would be awarded while giving the opportunity to the enterprise to come along. Because
this is the most important, the enterprise to come along. When the enterprise comes along,
members will follow and they integrate into the whole process. Hence, we were seriously
concerned about whether the introduction of optional or investment shares could cause
confrontation or a different... a different function and different status among members
which would in turn shake the whole system and [intelligible] the balance. Well, we were
seriously concerned about it. At some point of time, | and the rest members of the
administration, even passing by our executives as we had a better perception of the pulse of
the market and our members, realized that it had to be a straightforward entrepreneurial
logic, without zigzags. So, we decided in an absolute way and despite the fact that many
people did not believe in this, we proceeded to a General Assembly, submitted our
suggestion and everyone remained astonished when they observed members’ acceptance
for this direction.

0.: Tnv anodoyn)...

M.: Tnv amodoxn. Mou onuaivel o0tL n Asttoupyia cou n dla 6Aa outd to Xpovia, n
ETUXELPNUATLKA 0oU SpaoTnpLOTNTO £VOL TETOLO, TTOU OGO KOL VO LNV CUMUETEXEL TO PMEAOG
Kovta Tou &ivelg va kataAdfel ot Baciletal o pla cofapr emxeipnon. Apa OAa auta tTa
omoia Aeg Ta ekAapBdavel Kot to SoUAEUEL oAV pLa ETIXELPNMOTIKN AoyLKr. OxL cov pia artAn
oUPUETOXN.

0.: Nuwooate oTE KAmoleg amodAoelg Tou eiyate mMApeL oto apeAboOv, mou dnuolpynoav
kamoleg Sladikaoieg, kamoleg Sopég, o omolodnmote eninedo, amod TNV eMLXEipnon péoa
HEXPL TNV KEPAAALOUXLIKT) SOURA TNC, KATT, VO 00 E0TIPWXVAY TTPOC HLa KATELBUVON AKOOL KOl
napd tn 6éAnon oag;
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M.: Nat, moAAEG dopEg. NMoANEG DopEG...

0.: AnAadn va ol e NTav évog Xelpappog kamola anodacn mou oo¢ MOPECEPVE KL eVw Ba
BéNate KAmoLla OTLYUN va Telte «Oma», UTIOXPEOUOTE N EMOMEVN anmodaon oag va eival ota
mAaiola autoUl Tou XELHAppou; To ‘XETE VIWOEL AuTo, SnAadn va oo TapooEPVEL TO KapapL
Tou A€UE Xwplig va To...

M.: Elval moAU duvaplkd mpayua n Asttoupyia tng emeipnong. Elvat Suvapiko mpdypa. Kot
TOAMEG dopéc Sev cou adnvel To TMeEPOBWPLO va KAVELG otdon. AnAadn oe OTMPWYVEL
OUVEXELOL UMTPOOTA... 2€ OTIPWXVEL pUrpootd. Kat Aettoupyel Suvaplkd. e onpwyvel Beg dev
Bec.

R.: Acceptance...

C3B1: Acceptance, which means that the way we had been working all these years, our
business activity is such that even if the member does not participate actively, we can make
one understand that one counts on a serious business. Therefore, one perceives what you
are saying and works them out towards business logic, not a simply participatory logic.

R.: Did you ever feel that some of the decisions you made in the past, which in turn
established some procedures or structures in any level, from the business part to the equity,
etc., pushed you to a direction even despite your will?

C3B1: Yes, many times. Many times...

R.: Well, could we argue that a decision could be a stream that carried you away and while
you might wish to say “enough”, you were forced make the next decision? Have you ever
felt like this, the ship to be carried away without you ...

C3B1: The operation of an enterprise is a very dynamic thing. It's very dynamic. Many times
it does not leave one afford a break. It constantly pushes one forward. It pushes you forward
and it functions in a dynamic way. It pushes you, whether you like it or not.

0.: AkOpa kal yla anodAoeLs mou nalpvate €o0eig ot (Sloy;

M.: OL i6le¢ oL Aettoupyieg TN emixeipnong NTav TETOLEC MOU O avaykoalav va Tag oTo
enopevo. Kal autd Aettoupyoloe oTa OTEAEXN KAl OTOV UTIOAOUTO £pyalOPEVO KOOUO TNG
eruxeipnong. Kat mBavwg eival éva KOUUATL ONUOVTIKO OUTO €EeTAlOVTIAC TO £T0L
QTTOAOYLOTLKA TWPOL TIOU £8WOE TIOLOTNTA 0T AELTOUpPYLO TNC EMXELPNONG.

0.: MdAwota. Kat n teheutaia. Oxt Sev elval epwtnon eivat Alyo mowntikr. Av umtoBécoupe
OTL TO EPLBAANOV TIOU KLVELTAL O CUVETALPLOWOG Elval pia BAAacoq, TL E(VOL O CUVETALPLOUOG
péca o auth th BdAaocoa. Mwg sivat;...

M.: Mwo. BdAaooa, €;

0.:'H oTldAmoTe, pLa axavng €Ktaon, ...oTLOATOTE, KATL TTOU LVl TEPAOTLO.

M.: Eyw motelw elval onpeio avodopdg.

0.: Inueio avadopdg.

R.: Even regarding decisions that you make?

C3B1: The nature of the operations of our enterprise was such that forced us to move to the
next one. And this worked so both for the executives and the rest employees. Perhaps, this
is a very important part, if one examines it retrospectively, which provided our business
operations with quality.

R.: | see. One last thing. It is not a typical question but a lyrical one. Imagine that the
environment in which the co-operative moves is a sea, then what is the co-operative like?
How is it?

C3B1: A sea, ha?
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R.: Or any vast area..., anything that it can be vast.

C3B1: | believe that it [the co-operative] is a point of reference.

R.: A point of reference...

M.: Inuelo avadopd¢. ESw e TA OTOLXELO TIOU €XOUUE ONUEPA OMO TIG OUVONKEG
Aewtoupylog Tng ayopdc, anoteAel onueio avadopdg Tou KABe avBpwmou, Tou KABe pEAOUG
TIOU €XEL CUHUETAOXEL OAO QUTA TO XPOVLA OE AUTAV TNV Mopeia. Znuepa, dnAadn, PAENeL OtL
oKpBWG 0 pOAoG Tou Kal n Asttoupyia Tou péoa amo AuTh TNV emLyeipnon oAa autd to
Xpovia 6ev Atav pla armAr oxéon, oAAQ avaBabulopévn CUVEXWC Kol TIEPVWVIAC OF
Sladopetiko eninedo oe kGBe Asttoupyia Kal cuvBNKeg TNG ayopdc. Kal autd av BéAete
daivetal onuepa €viova yloti ta mpoBAnuota eival mapo oAU ofupéva. Inpepa, dSnAadn,
TUelOPOOTE Ao TA PEAN VA KAVOULE TIPAYHLATA T omtola elae oXeSLA0EL 0 2-3 XpOVLOL KOl
TelOMaOTE VOl TO KAVOUUE apeoa ylati; Matl ta péAn BAEnouv cav onueio avadopdg to
ouveTaLPLOPO. Eite auto eival to kapdBL mou toug owlel, viyuévol péoa otn BaAaooa, To
vauayoowoTtikd dnAhadn eite gival n cavida cwinplog mou mavovtal yla vo Umopouv va
owBouv péoa oTnV TPKUUIA TIoU UTIAPXEL HEaa. Apa eival HeyaAUTEPN onpepa n mieon and
TN HEPLA TWV PEAWV va TPEEOUUE TIPAYHOTO TIOU TIBAVWG PE SLoPOPETIKEG CUVONKESG TNG
ayopac Ba £Tpexav PE HUIKPOTEPN TAXUTNTA.

0.: Euxaplotw!

C3B1: A point of reference! From the evidence that we already have out of the market
conditions, it consists a point of reference for everyone, for every member that participates
all these years in this course. Today, one realizes that one’s role and operation within this
business all these years was not a simple relationship but an ongoing and advanced one,
upgraded to a level consistent to any function or condition of the market. And this is well
observed today because problems are very acute. This means that today we are pushed by
the members to make things, which were planned to be made in a couple of years,
immediately. Why so? Because members perceive the co-operative as a point of reference;
either as a lifeboat that saves their lives being nearly drowned in the sea, or as a lifeline
which everyone grips to save ones’ life amid the storm. Therefore, pressure coming from
members to run things faster than they would run in different circumstances, is greater
today.

R.: Thank you!
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APPENDIX VI: Coding Process — Formation of Categories (sample)

TEXT

CODES

R.: From the interviews with the executives of
the co-operative we have identified some
changes in a sequence that has started since
1999, which were: the imprest you were taking
based on the turnover; they continued with the
trade policy, the establishment of subsidiaries
and the optional shares. They (the executives)
describe to us how you are now in a stage to
develop high value-added services that will lead
you to other paths. Do you believe that these
changes brought one another? That is, was
there a common logic behind them so as when
you started making them in '99, one led to the
other?

C3B1: The truth is that we started based on
market conditions. The key issue which confused
us was where the market is heading; where the
market goes.

Market conditions

So we had to adapt our business to new market
data.

Adapt to market

What are the new market data? That the
pharmaceutical market has a tendency to
continuously shrink,

Market shrinks

so we should in advance ensure the operation
and progress of the co-operative through
different services offered to members,

Ensure operation and progress

and give incentive for members to participate in
this co-operative form we have made, so that
one really understands that he is a member of a
business and enjoy some benefits and services.

Incentives to members

So looking at the market conditions we tried to
see which way it goes. What we found was this:
that is great value for the company and brings
closer the members to their co-operative and
binds them organizationally not in a passive
function as a member anymore, but in an active
one; in the sense that he sees that he has
invested in a company that through its
operation he enjoys economic benefits as well
as through the operation of the pharmacy itself,
as we add and develop this part by offering
additional revenue, additional services for the
development and operation of the pharmacy
through the co-operative.

Activate members

In this part the various functions of the co-
operative are included, first and foremost the
issue of computerization. Computerization
service is complicated and quite difficult to set
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up; it is currently offered to all co-operative
members and anyone who wants enjoys it with
specific benefits through this process, in a way
that it is guaranteed to have a support from the
co-operative in that part of the computerization
that is crucial for the operation of the pharmacy
to new facts. Pharmacy without computerization
means a pharmacy that works blindly. Pharmacy
with  computerization  means  organized
pharmacy and these are the pharmacies we
want to develop; organized pharmacies as
members of the co-operative and in general
terms with a co-operative point of view so that
they can actually cope with market conditions.
So this is service one.

Second service: economic benefits through
investment in the co-operative. What does this
mean? That we stopped operating with the old
co-operative mode, according to which all
members  enjoy the same benefits,
independently of their participation, their
passive or active function;

Stop old co-operative mode

we changed taking into account each member’s
function and the attitude he takes towards our
enterprise. Does one want to invest here? Then,
one will enjoy these services as well as financial
benefits and more services. The provision of the
products, the facilities, namely the IT
department which (staffjcan go to any
pharmacy-member - and in this the commitment
and the operation of the member in the co-
operative clearly affects - to take inventory, to
show him exactly some weak points in the
pharmacy in order to be better organized and
has a better performance. This is a specific and
measurable service also being enjoyed by too
many. So, these are elements which necessarily
differentiate members

Treat members according involvement

without losing the co-operative identity. It is
purely a question of what everyone wants to
enjoy from this company as a member; does one
want to be a simple member or to be a more
active member? Does one want to enjoy all the
services of the co-operative? Well, this is in his
discretion. But, at this time the co-operative can
provide to him all the elements he needs in
order to best operate in his pharmacy and this is
what we are looking for.

Not lose co-operative identity

R.: Observing the temporal sequence within
which you took these decisions about this
specific type of changes, | see that some were
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taken in conditions of fat years, so to speak for
the market as well as the co-operative, and by
extension, also for pharmacists, etc. and some,
perhaps the more recent, in situations where
the overall financial system in Greece has
entered crisis conditions. So we have decisions
taken within a favorable environment and also
decisions taken in a very hard environment. I'm
tempted, then, to ask: are eventually all these
changes decisions imposed on you by the
environment or was there an internal process
and necessity of your co-operative that led to
these changes? For example, if the optional
shares have to do with the current financial
pressure or IT services and beautician services
come along with a period of growth for the
pharmaceutical market, for the co-operative, etc
Is the environment that imposes on you these
change decisions or is there an internal process,
are you oriented to this process?

C3B1: | would say both.

Both environment and internal process

R.: Both?

C3B1: Both in the following sense. First, our
operation was such that it really touched these
points.

R.: You mean, from the very beginning.

C3B1: From the beginning; since our
establishment. We wanted to get away from the
stereotype of co-operative function and give
impetus to other functions so that it could really
be a difference and vitality through this process.

Get away from co-operative stereotype

Namely, to function not in leveling and
equalizing way but to leave room for variations...
these differences push the business forward, it
does not stagnate, and this came through an
analysis of the general experience of co-
operative structures that have been created all
these years in Greece. And we spent enough
time. That’s why | am saying that even in good
times when possibly we could have more
solutions for greater profitability, we still
insisted on this attitude. Why?

Difference push forward

Because we chose a business model which
operated at a purely co-operative level but at
the same time, with purely private economic
criteria, regarding some of its functions. We
rewarded everyone who wanted to participate
more and either financially or with his operation
itself wanted to grow along with the co-
operative. And these worked together with each
other and as a result so many functions ran

Both co-operative and private economic
criteria
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better [than planned] because of the pressure
that members who leaned on the firm put on.

On the other hand, | want to say that this was
good and bad at the same time in the following
sense. In many points it kept us back from the
market because ... our suppliers and the
wholesale market in Greece was influenced too
much by the export activities and by an enlarged
market as it operated in Greece and this caused
adverse effects on our relation with many
companies. We accepted it, probably pay the
price for it,

There were alternatives

however on the other hand, this helped us to
grow internally and develop functions collateral
with the main operation of the pharmaceutical
warehouse, in order to really open the fan and
offer such services that brought members
closely [to the co-operative] and also gave them
a return in the form of a compensation in
relation to their participation in the co-
operative.

Return to members

R.: You weren’t oriented to easy profits, were
you?

C3B1: That’s the point! And this was the difficult
route because it needed great deal of strain as
well as long enough investment time in order to
provide the staff and monitor the whole thing.
For example, providing the staff for
computerization service that | mentioned
before, is not something that we built in one
day; you cannot hire already experienced staff,
position them here and make them work. They
must be integrated to the firm and function for
the firm. Therefore, you need to build this part.

Not oriented to easy profits

The oxygen-therapy service, the (unintelligible)
and every side act regarding the operation of
this service, need to be built. However, we are
now building this, stone by stone and we have
reached a very good point. We have significantly
been troubled by the part of
parapharmaceutical products. In the conditions
of expanded market this was a small part,
however it was a part integrating the function of
a pharmacy. It’s a great thing for a pharmacist to
know that there is a business behind him which
can negotiate, maybe not for 100% of the
products but surely for the majority of them, for
the largest part. Foreseeing the future market
conditions, we chose this niche. We knew that
we would end up at this point ...we should be in
the current phase long ago. Namely, it is not

Market growth stops

313




APPENDICES

possible for Greek [pharmaceutical] market to
grow with double-digit rate while the rest
European market is growing with single-digit
rate. At some time, [growth rate] will become
the same.

R.: You said something previously, that in the
decision making process there were alternatives.
These changes were not one-way route; there
were alternatives. Which was the criterion to
choose these decisions and not something else,
equally valid, or maybe more efficient, or more
public-relation-like, more... anything?

C3B1: The most fundamental criterion was that
other changes would create problems in the co-
operative structure.

Not change co-operative structure

R.: | see.

C3B1: It is certain that, despite the fact that our
dedication to the co-operative [form] is given
and we actually realize that we have no other
choice, this is not a panacea though;

Co-operative not a panacea

especially if we examine this within the market
conditions and more precisely, within an open
market conditions like the ones that we
experience today. There are problems. Problems
in decision making, in estimating things, in
implementing things immediately; it needs
consolidation, it needs work! Anyway, it was a
choice. We chose this part because we
considered that this is our basis, here is where
we should be deployed, in this segment we
should be deployed and at the very end one
cannot do everything well.

Problems in decision making and fast

implementation

Some things would follow one direction and
some another direction. Perhaps, if a blending of
these things could happen then it would be the
ideal. But it is very difficult to achieve this
blending under these market conditions.
Therefore, one chooses a part and develops this.
This is the reason we expanded regionally,
founded other warehouses, our subsidiaries, in
other prefectures and we ran them under
almost zero cost conditions; in the sense that
they were really just branches in local level, only
for reasons of better service, without adding big
cost to the firm. Hence, we managed to expand
in the market

Managed to expand

and created, with our identical and proper
operation - a reliable prop for the pharmacy and
the pharmacist in any market conditions.

Reliable prop for the market

And this is proved today; despite the fact that
we live very difficult moments in the sense that

Everything changes
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everything changes and turns upside down,

| can argue that we are not so worried regarding
the future in the following sense: we adapted
very quickly.

Not worried about future

That is, from the very beginning, even before
changes were made and Bills imposing the new
state of things in drugs wholesaling were
approved, we had already taken our measures.
We had stopped distributing dividend; we
introduced optional shares in order to have a
return from there and not searching for profits
elsewhere, as it was obvious that the profits for
the co-operative in the future would be very few
and at the same time we increased pressure in
those departments that add value to the
pharmacy within new tough market conditions,
because for now on, here is the big bet to be
won.

Proactive change

If you are ready, together with your pharmacies
[-members], to overcome the new market
conditions. Namely, whether the pharmacist,
who is facing serious problems at this moment
as well as thousands of new things and it is
difficult to adapt quickly,

Pharmacies face severe problems

could have all these services by the [co-
operative] firm he belongs to. [Services] that
could make his work easier, could give him fast
solutions, could [help him] make changes very
fast so as we could avoid any victims, as we say,
by all this process, at least among the co-
operative pharmacies.

To help members survive

R.: From your words | realize that ... you face
external environment with gravity but not with
horror. | was talking to an executive the other
days and he said to me: “it is horrifying what
exists outside us”, he faced this... How do you
face external environment? And when | am
saying ‘external environment’ | mean the sum of
relations outside the co-operative: suppliers,
government, society, economy...

C3B1: This is difficult, no doubt for that. The
banking system also causes problems at this
very moment because fund raising is expensive
and cash flow is always under pressure. The
government which takes measures that make
you adapt to new conditions in a daily basis. The
suppliers whittle down their business in order to
minimize their bad debts, since, as we all know
that Greece is nowadays a country that faces
severe financial problems so they [suppliers]
must be very cautious in order to have the least

Difficult environment nowadays
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losses. All these definitely influence... But just
consider the case that one had to face all this as
well as new conditions and one’s internal
operation would not be prepared for this
direction. This would be the absolute wreck!

R.: Therefore, you feel strong against this
difficult...

C3B1: This is what | am saying. We definitely
face difficulties, every day we arrange meetings
for the existing problems but we do know that
we have built a premise; that we can work
through any difficulty, under any circumstances.
By changing few things in our structure we can
rise above the circumstances regarding the
newly created market conditions. And this is for
sure... previous experience helps us.

Work through any difficulty

R.: Are these adaptation or changes that will
finally alter your character as business or
preserving...?

C3B1: This is a challenge. This is a challenge in
the following sense; that in life we must not
have obsessions and must not be stuck in
standards.

No obsessions

If the market conditions are of this nature that
one must make changes even in one’s structure
and operation, one has to make them;
otherwise one will be thrown out of the market.

Even change structure/operation

R.: Could you give me an example?

C3B1: If conditions...

R.: ...Changes in legal person, in legal entity?

C3B1: No. Not in the legal entity. We have
chosen to be a co-operative. And this has both
some negative and many positive aspects, in the
sense that you are united around a structure
regarding the equity, which is really a very
strong piece which can work through any
conditions. is a great thing, to feel a member of
a firm, of a corporation...

Preserve co-operative legal entity

On the other side, we must search and find - and
we are constantly searching, we are constantly
thinking hard — how to create, within the
existing operational frame, an environment and
a framework which could [really] help us and
not create rigidities. That is, without distorting
the co-operative character ..but facilitating
instead; either regarding the decision making or
the investing plans, to make fast decisions and
implementation. Hence, not to be delayed by
this kind of operational processes that would
leave us behind the market needs. This is a very
important aspect.

Puzzle to cut delays
decision/implementation
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R.: Yes.. but all these changes that we
described, the specific changes that lead the co-
operative to a more entrepreneurial structure, a
more business-like condition than those of the
traditional co-operatives to which we were
accustomed, raise a question: which is the
difference, today, between a co-operative and a
similar  corporation, perhaps a multi-
shareholders enterprise, but definitely not a co-
operative one... a private enterprise, let’s say...

C3B1: There is a big difference. An enormous
difference | would say; in the sense that co-
operative operating imposes some things and
defines the frame within one moves, with many
negative and a lot of positive aspects. However,
| believe that within the new market conditions
and if one analyze what must be developed in
this phase, and we have seen it very early...
Namely, the direction of developing the
parapharmaceuticals, the computerization, the
supply department and the whole
administration [re-organization], give us the
ability to be deployed in other sectors which will
be the challenge of our time; in the sense that
we’ll be forced to play in generic drugs as well,
which is the next step and the most important
bet for the drug industry; we should be
prepared. Just as [we did] in the services we
mentioned before, without which a single
pharmacy cannot function well.

Enormous difference

The biggest differentiation is the following: a
private wholesaler or a multi-shareholder
wholesaling company is not able to offer any of
those we were talking about because those add
costs in a firm, both financial and investment
costs to create this infrastructure

Competitors unable to offer services

R.: Concluding, is this the fundamental
distinction today, despite the fact that the co-
operative  takes, today, entrepreneurial
initiatives that could be also taken by a private
wholesaler, a private enterprise?

C3B1: This is the big difference because through
this process it protects its members.

Difference is services

R.: So, we can argue that the difference lies in
the profit seeking, can’t we?

R.: A private enterprise, for example, whether it
is  multi-shareholders owned or single
proprietorship, that has the money could easily
find the know-how, so why not do it? It seems
that it hasn’t done it, as far as the market is
concerned. Why? What is this that makes, for
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example, the co-operative on one hand to take
entrepreneurial initiatives that a private
enterprise could also take but on the other hand
a private enterprise cannot do what a co-
operative does?

C3B1: Firstly, the biggest distinction is that the
private owner is interested solely in his profit
and nothing else.

Private interested solely in profits

He doesn’t care whether the pharmacy earns
more or less, whether the pharmacy... He is
interested only in a market in order to sell his
products; he doesn’t care whether this market is
pharmacies or export trade or anything else. So
what he cares about is how much money he can
put in his pocket from his operations.

Private not interested for pharmacy

What we care about is our pharmacies to exist.
We are interested in not losing the part of
operations regarding medicines because if this
leaves the pharmacy we cease to exist both the
pharmacies and the co-operative, the market
has fallen...

Care about pharmacies’ existence

R.: Do you shut down then?

C3B1: Yes, we do.

R.: | mean, if we make the assumption that
today the pharmacies-members of the co-
operative undergo a crushing blow or that the
pharmaceutical retail market alters so much that
it becomes unrecognizable anymore and we
cannot talk about pharmacies-members or
about anything else, does the co-operative close
down?

C3B1: If pharmacies go bankrupt, then it
definitely closes down; there is not any reason
to exist.

Not exist without pharmacy

R.: No, not to bankrupt but to change
completely their character... for example it could
be no pharmacies of single proprietorship, but
pharmacies belonging to corporations...

C3B1: No, this is what | was saying previously...

R.: This is a working hypothesis... What will the
co-operative do then?

C3B1: This is what | was saying previously, that
in this phase the co-operative plays the role we
were talking about. In the [potential] new phase
that you describe, the co-operative could be
perfectly transformed into a coordinating and
logistics company serving these new entities

Co-operative could be transformed

that will be established in the [altered] market
conditions in order to manage the operations of
co-operative or corporate pharmacies.

Pharmacies could be transformed

R.: Consequently, it will keep working...
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C3B1: Certainly!

R.:..ltis trying...

C3B1: Otherwise, its working mode will change.
It will not be the one that it is till now. It will not
be a function like a wide open fan, like it was till
now. It will be more qualitative; in the sense
that it will have to deal with the management of
larger companies which will come about through
this kind of enterprises, if they come about due
to the market -conditions, when market
conditions will be of such a type that your rivals
will be big. There will be no small competitors,
therefore management will be the A and Z of
the case, so as the new corporate forms that will
emerge could survive.

Working mode could be changed

R.: Yes, | see.

C3B1: Otherwise it cannot exist anymore.

R.: Obviously, yes. We noticed the differences
between the co-operative and its competitors,
today. All these changes that you have made all
the years since 1999 till our days, which moved
it off a lot from the traditional co-operative
form, do you believe that enhance differences
from the private competitors or make them
weak?

C3B1: They enhance them.

Difference enhanced

R.: Enhance them, nonetheless!

C3B1: They enhance them and this is proved
recently. In the hard market conditions that
have been generated the last years, what we
observed through our operation — i.e. by
insisting on orienting ourselves towards the
internal market — is that we were better in any
operational level than any private [competitor].
Our services, our operations, our supply capacity
are much better than private competitor’s and
as a result there is a significant difference
between co-operative pharmacies in one place
from non-co-operative pharmacies that work
with private enterprises. And this happens
despite the fact that we made no significant
effort to enroll new members and bring new
people to the co-operative because we had
focused on the other issues that | described you
before.

Better than private in any level

However, people have been asking all these
years to become either clients or members in
such an insistent way that we had to stop this
and say, “no more”! We need no more people at
this moment. We want to support properly
those we already have!

Big demand for membership

319




APPENDICES

R.: So, does it mean that despite the fact that
you take decisions and proceed with changes of
entrepreneurial character regarding efficiency,
you still believe that the difference in the nature
of a co-operative and a private enterprise is
being enhanced; namely, the co-operative is still
the co-operative that used to be in 1994 when
you started...

C3B1: Yes, yes! It is enormous, in the new
market conditions.

Enormous difference

R.: This is very important.

C3B1: You see, our reliability in wholesale trade
is factual and it is significantly apparent since
[co-operative pharmacy] differentiates itself
from the non-co-operative pharmacy. This is a
steady observation. Namely, the fact that our
[co-operative] pharmacy is able to be supplied
[by the co-operative] with lots of products
concerning pharmacy’s operation which add
profits to it while the other, across the street,
which purchases from the private capital is not
able to do the same; this is obvious. That's why
even in current phase we are irritated by lots of
people who want to come to our side either as
members or simply as clients.

Apparent reliability

R.:  Everyone describes the last years’
environment as much turbulent, vague, blur,
dangerous and so on. How do you believe that
this will influence the decision making process
regarding this kind of changes, namely changes
that remove the co-operative from the old,
traditional standards? Do you believe that it will
enhance the specific decisions making process
or will it weaken it, at least as long as the
turbulence prevails?

C3B1: | believe it will enhance it in the following
sense... This is my opinion based on the process
of the last decisions we made, both regarding
optional shares and the preparation of the co-
operative to the new data and the new
situation.

Turbulent environment enhance changes

| saw our members hustling at once and coming
together, they rallied around. In other words,
there were no side effects of centrifugal
tendency...

No centrifugal effect

R.: .. so as to close you in upon as
administration and prevent you from making
decisions...

C3B1: ...to revisit or struggle hard to make some
decisions. On the contrary, it was an advantage
because we all see the difficulties and since we

Tough environment as advantage
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have been proved reliable and capable to cope
with the function of a co-operative pharmacy, by
standing on its side and serving it, things were
easier for us. In other words, our role was
recognized in the new situation. And probably, it
made some people to realize that their
perspective is to operate through the co-
operative. Hence, it facilitated us. | found no
difficulties, neither in the General Assembly nor
in the Board of Directors, to pass advanced
suggestions; whereas the previous years we
would have a long discussion, we would hear all
the arguments and wait until things were better
absorbed; all the members- either the General
Assembly or the Board of Directors would also
process and examine all the matters before
taking our decisions;

in the current phase, because the events run
and the market becomes tougher and conditions
of uncertainty arise, members are snatched up
from us, and why does this happen?

Members snatched up from co-operative

Because we have built something all these years,
this is what | was talking about. What we
planted brings now nuts!

Special achievements

R.: Could I make a provocative question?

C3B1: Certainly!

R.: The external environment of the co-
operative consists of its suppliers, banks, the
government, society and so on. Are the
pharmacists included? When you make your
plans, do you objectively consider the
[pharmacies-] members as part of the external
or the internal environment of the co-operative?

C3B1: This is a twofold issue. It is connected
with each member’s operation. In the new
conditions, there are members who realize
today things better than they used to before but
there are also members who do not realize the
situation and operate isolated and as a result
they do not receive these messages. But what it
counts is that the majority of the members is
aligned with the first direction and this is what
influences the operation of our enterprise.

Internal/external according involvement

R.: Which is, to consider themselves as an
organic part of ...

C3B1: As an organic part of the firm. And this is
very important. We noticed and evaluated that,
for example in our last General Assembly when a
large part of what we suggested there was
exactly this. We argued that, from now on, what
is going to bring profits back to us will be our

Members organic part
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participation in the operation of our enterprise
and not the dividend that we used to share all
these years or the discounts we used to take the
years of the expanded market when no similar
problem could exist. We realized that it can be a
good profitability through our participation to
the operation of our enterprise. It seemed to us
that the majority of our members are ready to
enter a new process. It still needs work for this.
Pharmacists need to include themselves in a
different operation.

However, it is notable that they really
participate in the new facts and the new plans
we introduced regarding the source of our
profitability. For example, we argued that the
new era will be the era of the generic drugs; it
will be the era of the signage of the pharmacies
and so on. We analyzed this issue and | saw a
good attitude from the pharmacists towards the
perspective to operate as virtual chain, through
the co-operative’s operation. We can see the
advantages from this.

Members enhance participation

R.: So, you don’t believe that, exactly as the rest
elements of the environment that put a
pressure on you in a certain degree and in
certain moments, pharmacists also put pressure
on the co-operative, additional to the one from
the market. Market pressures are obviously the
same for everyone.

C3B1: No, | can’t see any pressure; no pressure.
On the contrary, | am talking about the
operation of the enterprise in the core level.

No pressure from members

R.: There are some structures over there:
administration, executives, departments, the
existing hierarchy, and the way that work is
done. Do you believe that all this stuff affected
the decisions you made regarding changes from
1999 till now?

C3B1: Yes, definitely!

R.: In which way? We can understand the role of
the administration; it administrates, hence it
affects them. But, was there something inside
the co-operative, its structures, its people, or its
processes that pushed things towards this
constant changes direction?

C3B1: Firstly, it was the pressure for the
continuous enhancement of the co-operative’s
operations, in the sense that everything we did
as administration and with our co-operation
with our executives, was made clear to them in
order to change it accordingly and change it into

Internal conditions affect change
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a new function of the co-operative, was as
follows:

we cannot function as a wholesaler, simply with
the given operative conditions of a co-operative
wholesaler. But, we should be an advanced
wholesaler, operating in competitive market
conditions;

Not function as simple wholesaler

which means that the member who was going to
come to us and co-operate with the enterprise,
would not come because of a general and vague
acceptance of the co-operative ideas and
nothing else

Members need not accept co-operative

ideals

but one would come because of the specific
work samples concerning the enterprise’s
operation and the efficiency that one could gain
through this process. That is, the benefits one
could have. | believe that this was clear.

Members acknowledge efficiency/gains

This created such internal conditions that our
executives themselves enhanced our level of
operations; of course, we, as administration,
offered them all the needed qualifications —
post-graduate programs for many executives,
training seminars while the structure of our
operations provides an educational character to
the whole operation. We leave nothing to
chance; everything that happens here is being
examined in its process and is adapted to new
facts. Building these [facilities] helped too much
because it offered an infrastructure to make the
best of our executives. Our executives and
people’s capabilities who work here in the new
infrastructure... It was the greatest and most
obvious thing after our relocation here to the
new facilities that we make the best of each
executive’s capabilities.

Internal conditions affect change

R.: In the whole change process, which of the
three played the most important role in
forwarding the change process: procedures,
people or hierarchy?

C3B1: | would say a combination of all.

R.: Of all the three?

C3B1: A combination of all because unless the
administration had not this direction the
executives could not act accordingly or in the
same level. Firstly, it begins from the
administration, from its worrying and its
function in a purely administrative level.
Secondly, it is how the executives absorb what
the administration decides and finally is the
operational part in order to achieve what one
has decided about. And this concerns the
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operational level; its monitoring, the
improvement interventions, the internal
changes that needs to happen, new facts and
individuals’ specialization to new technological
facts in order to have a better approach to a
scientific way of enterprise’s function.

All  these constitute a constant part, a
continuous operation that never stops but it is
deployed and one thing brings the other. When
one enters this process, one must necessarily
keep going because if one stops then this will
become visible...

Continuous operation

R.: How will it become visible? This is important.
If you interrupt the change process...

C3B1: ..of the changes. The pressure coming
from the market is very high. Because, as | am
telling you, the function of the market, as we
absorbed it, provides us with stimuli and
motives to move further. For example, it [the co-
operative] doesn’t work in only one level, let’s
say the level regarding the supply of some
products that the pharmacy needs. It is trying,
through its operation, to highlight some strong
points of each pharmacy-member and
respectively to add value through discounts or
special offers, developing parts that every
pharmacy can develop depending on the
different level that it is placed. Therefore, it is a
constant pursuit. And, to do so...

Market pressure irritates

R.: But, what if it is interrupted...?

C3B1: If it is interrupted, then the emptiness will
appear; because the pharmacist is familiar with
this situation. He knows that the executive A of
this enterprise, who deals with that part, is
ready to satisfy his needs for the operation of
the pharmacy in this level. Unless he covers
them, the outcome will become visible.

R.: Remembering ‘99, the internal structure of
the co-operative — procedures, hierarchy,
people (employees, managers, etc.) — and
observing the same today, after all these
changes, are there any differences?

C3B1: Huge!

Huge difference in structure

R.: In what level?

C3B1: Firstly, we ourselves have changed, as
administration. We were operating in one way
the first years of co-operative’s running and in a
different way we are operating after some years
in the market and after closely observing facts
and developments, from a different level.

Administration changed

Executives have also differentiated themselves

Executives changed
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in the sense of an increased capability through
their function in the enterprise and this was
something that we, as administration, tried to
reward it and make it available to everyone. We
were rewarding every individual improvement
and we were integrating this into the function of
the whole system. Hence, it was an evolutionary
process, | would say...

R.: Was the change process that changed the...

C3B1: Yes, it was an evolutionary process, which
provided us with new data to grow every day. It
gave them to us. It was our function itself that
opened new paths to us. However, regarding
the old times, if we make the account it would
definitely not be possible, for both the
administration and managers, to perceive the
function of the enterprise through the new
procedures. That is, ten years ago, we could not
imagine the growth of the enterprise and the
development of human resources in nowadays
level. In no way!

Evolutionary process

This evolution process was combined with
enterprise’s advancement. And this happened
by “osmosis” in the structures of our enterprise.

Osmosis with structures

R.: Once again, looking back at ‘94 or ‘99 when
the change process began and comparing with
today, when do you believe that the co-
operative was closer to the requirements of the
environment, then or now?

C3B1: | believe, now.

Closer to environment

R.: Today? | am asking so because those times
you were dealing with a rather stable
environment; the social, financial, technological,
environment was stable in one way or another.
Do you really think the answer is today, despite
the fact we are talking about all this turbulence
that does not permit one to make plans, etc.? It
is impressive to argue that today is much more
adaptive!

C3B1: It is today because the old environment —
stability and market expansion - left no space,
within the daily running and the market
function, to think in a more selective level and
about more specialized issues concerning the
operation of the pharmacy.

Environment selective

thought

helped no

And something more, it was also the pharmacy
that did not need us so much because the
market expansion was so large that the biggest
problem that a pharmacy had was to supply the
products that it needed to cover its needs and
nothing else more; everything was fine and

Environment members’

indifference

helped
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good.

Today, the operation of the enterprise is more
specialized towards the member/client. The
operation lies in a more selective level.

More specialized towards members

Today, our member has much more demands
than before. Previously, one’s anxiety was only
to be served properly either regarding the
pharmacy’s operations or against the rivals.
Today, realizing through the new market
conditions that one must improve some things
in the operation of his pharmacy, one demands
different services in order to be able to do so.
One demands from the co-operative in which
one is a member and insists on the issues that
would provide him with the ability to improve
one’s pharmacy’s operation in order to be able
to work through the new market conditions.
Hence, it is much more qualitative today. For
example, the new technologies department
plays a significant role today because the
pharmacy cannot operate without computers.
Our relevant department it is structured in a
way to offer easy solutions. One can even make
a phone call, in any time, to be served and
receive a ready solution. So, one knows that by
making a phone call to the co-operative, all the
needs concerning computers and software can
be covered.

Members’ multiple demands

R.: So, do you believe that in a sudden, radical
change of the environment in ‘99, the co-
operative would react with slower or worse
reflexes than in a radical change that could
happen in the current environment?

C3B1: ...1 would say that... | believe that it would
react with slower reflexes.

Faster reflexes

R.: With slower...?

C3B1: Yes, with slower reflexes because there
was not this path, yet; the growth path
regarding the whole structure. It does not only
mean sales or business growth. It also means
growth in the structure. A part that we
emphasized a lot, as a co-operative, was the
advancement of our structure. We invested a lot
in it. For example, our managerial and working
resources are under constant control in order to
improve their capabilities while we offering
them opportunities to grow into more. This is a
constant operation already established and
makes everyone who works here either to run
or to be expelled. One cannot stay stagnant and
acting in one way and the other. He will either

Advancement of structure
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follow the route or get out; one gets out.

R.: Well, regarding what is called ‘hypercomplex
environment’ in which the enterprise runs, all
this hypercomplexity, how did the co-operative
interpret it inside its structure in order to
confront it?

C3B1: Firstly, what we were concerned from the
very beginning when we started to talk ... was
what we had to do in the structure of the
enterprise in order to be able to overcome
financially the new facts. That was all about
from the moment that we chose a clear way of
intervening solely to domestic market and
nothing else. We started to arrange every
operation in the enterprise and we spotted the
parts we could improve in the financial and
operational level so as to become more efficient
and not only adds cost but also compensatory
benefits. We checked out the operational level
as far as the personnel are concerned. We
realized that this is the biggest cost.

Become more efficient

What primarily does a private company, in this
crisis situation and market alterations, is to
compress costs. There is no other sector to
compress more its cost than personnel; this is
the biggest cost.

Private wholesaler compress personnel
cost

We dealt with it in a different way. We talked
with our members and with our executives and
the employees and we put them in our path. We
told them, unless each one’s operation brings
benefits to the enterprise then one functions in
confrontation with the enterprise therefore
there cannot be so many people for some
operations presenting their minimum here. This
must be reciprocal. Thus, we put them in a path
of a constant qualitative upgrade of their
operation so as not only add cost but also bring
benefits. And this happened through a
partnership agreement between the co-
operative and its employees, the managers and
the rest personnel, amid a debate which ended
to a real possibility to avoid layoffs.

Combine job position with efficiency

R.: However, at the same time, you also
invested; you introduced high technology, you
developed services and you are trying to move
to other niches of the market. Did you become
complex? [I mean] as a structure, because of all
these?

C3B1: No, we didn’t.

No more complexity

R.: No? You argue that despite the fact of a
complex environment, you do not believe that
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environmental complexity has increased your
own inner complexity, do you?

C3B1: No, because we, as a structure, operated
prospectively. This did not happen within a day
when someone said “we change the existing
environment”. There wasn’t a one-sided
function of the enterprise so as when the
current situation emerged — with all this
complexity in various levels — to find suddenly it
boggled.

Operated prospectively

There was a step by step process in which each
department’s development and operation
considered decentralized though centralized
concerning control.

Step by step process

Hence, the departments were emerged by
themselves. The parapharmaceuticals
department as well as the other services
departments was developed by themselves but
at the same time they were integrated into the
operation of the enterprise, hence it was ready.

New structure emerged

R.: Does this mean that now you are on the top
and you observe down to your creation...

C3B1: It doesn’t make any... It doesn’t make
any...

R.: It doesn’t... Yes...

C3B1: Moreover, it is absorbed easily... It is
absorbed more easily because our new
investment and the new technological media we
use this moment for the function of the
enterprise were combined with our [general]
course.

Complexity absorbed

Namely, the selection was made together with
the evolution of the co-operative and its
operations. | do not know if you understand
what | am saying...

New technologies helped

R.: Yes, sure... sure!

C3B1: This occurred by adapting to the new
circumstances and also by personnel’s
adaptation in order to overcome all these.

Adapting to new circumstances

It was difficult. In the beginning, there were
problems, backlashes, malfunctions; there was a
time for adjustment long enough and there was
also cost

Problems in the beginning

but now | believe that we are in a very good
level and despite the existence of this scattered
complexity and the situation that you
mentioned before, it functions awesome.
Namely, in any time one can call the
departments and they will give me a clear image
of their sector, very specific and without
messing other specifications or operations that

Functions awesome

328




APPENDICES

one cannot grasp.

R.: I see. This is important... As far as the internal
structure and process are concerned, do you
believe that you are closer to a private
enterprise or do you believe that you are far
away? | mean regarding the way that you
operate internally, as a hierarchy, as staff, as
procedures, as applied technology, and so on,
comparing to a private enterprise.

C3B1: This is also ambiguous, in the following
sense: there are private enterprises which they
function clearly attached to a person and this, in
current market conditions, is ineffective; it
might have worked in previous market
situations and gave the entrepreneur the option
to reap benefits for oneself without distributing
anything, | mean, to stuff everything in one’s
pocket. But, in the current market situation it
becomes more difficult.

Single proprietors ineffective

There are also private enterprises that they
function under an organized structure. These
are the enterprises that face the fewer problems
today. There is nothing that does not face
problems today. In a crisis situation, everything
faces problems... however, organized
enterprises, with structures which have been
built and operate in a supporting level, definitely
face the fewest problems.

Organized private enterpris
problems

es face less

R.: Does this mean that if we look back in '99
and compare it with now, you are closer to
properly organized private enterprises than the
proprietorships attached to a person?...

C3B1: Yes, yes...

Closer to organized private enterprises

R.: In 99 you were far away from... did you
function more attached to persons? Were you
closer to the enterprises attached to a person
than to organized ones?

C3B1: No, no. Simply, market conditions were of
such a nature that didn’t impose you to work
more advanced and more quickly, absorbing
new daily conditions like the ones that we must
face now. It means that there was a slower temp
because market was expanding by itself so our
intervention was really slow. Despite our anxiety
to create a structure which would be evolved
towards this direction, because we had in our
mind that at some point the market would
change and could not keep functioning at that
level, nevertheless it was the actual market
trends that didn’t let you run forward and
establish new structures to operate. We left

No luxury for slow temp
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thing to be done in the future. And we had the
comfort and luxury to do so. Today, we have
neither comfort nor luxury.

R.: Consequently, today, you are closer to the
more organized structures of private sector; that
is..

C3B1: We are closer... to the organized
operation that meets specific conditions of
current market.

Closer to organized private enterprises

R.: And the last question... When you started to
make all these changes, amidst the very change
process, no matter how the subsidiaries were, or
optional shares, purchasing policy
differentiation, services and so on, the way that
you planned this was: | start from here, from A,
and | go to B with 1,2,3,4 steps or were you
trying, stepping back and then trying again,
following a curvy road...? Did you follow such a
rational process, let’s say a mechanical process?

C3B1: Regarding many things, due to the
structure of operations of our enterprise which
was built in that way and this was also its big
advantage of operation and our big competitive
advantage, it is certain that multi-shareholders’
enterprises and co-operative basis of their
function create some problems.

Co-operative nature creates problems

In many cases, for things that we, | mean the
administration, could see them differently, more
advanced comparing to our members, we were
forced to credit time to our members or the
majority of our members to realize them.

Administration ahead members

R.: When you decided to start...?

C3B1: When we decided something, we [always]
did it.

Always implement decision

R.: In the way | described? Leaving here and
going there with 1,2,3,4...

C3B1: Yes. In few occasions we acted gradually,
as far as the absorption of our policy and the
operation of the enterprise are concerned. In
most occasions, | believe that we always acted in
staff-level and in a way that what had been
decided had been already worked out in order
to be practicable.

Acted gradually

R.: A small step, no matter how difficult it was...
yes, yes... Did you ever feel that you started
from A and instead of arriving at B you made a
zigzag or, worse, you arrived at C where it hadn’t
been predicted?

C3B1: Yes, there were some occasions like that.

Achieved different aim than planned

R.: There were? Concerning changes that we are
talking about, deep changes?
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C3B1: The development and the operation of an
enterprise, regardless its co-operative form,
with complicated structures regarding its
decision making, etc., [are interconnected] with
the very market conditions and reality which in
their daily deployment and evolution force one
to make setbacks, or follow zigzags and maybe,
without realizing how, to arrive at C having
passed by B.

Daily practice curves plans

R.: Did you feel that?

C3B1: Yes, yes, many times. Many times.
Because it is the conditions and changes that
happen during the time one needs to go from A
to B that one is being overtaken and one already
finds oneself at C. Let me give you a simple
example that is of a great significance. When we
started the change process after we realized
that new market conditions were coming and
things were changing, we noticed that the
profitability of our enterprise was limited, was
low. So, we had to deal with this and develop
scenarios with which committed members
would be awarded while giving the opportunity
to the enterprise to be come along. Because this
is the most important, the enterprise to come
along. When the enterprise comes along,
members will follow and they integrate into the
whole process. Hence, we were seriously
concerned about whether the introduction of
optional or investment shares could cause
confrontation or a different.. a different
function and different status among members
which would in turn shake the whole system and
[intelligible] the balance. Well, we were
seriously concerned about it.

Many times changed path

At some point of time, | and the rest members
of the administration, even passing by our
executives as we had a better perception of the
pulse of the market and our members, realized
that it had to be a straightforward
entrepreneurial logic, without zigzags. So, we
decided in an absolute way and despite the fact
that many people did not believe to this, we
proceeded to a General Assembly, submitted
our suggestion and everyone remained
astonished when they observed members’
acceptance for this direction.

Administration shows determination

R.: Acceptance...

C3B1: Acceptance, which means that the way
we had been working all these vyears, our
business activity is such that even if the member

Members’ acceptance
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does not participate actively, we can make one
understand that one counts on a serious
business. Therefore, one perceives what you are
saying and works them out towards business
logic, not a simply participatory logic.

R.: Did you ever feel that some of the decisions
you made in the past, which in turn established
some procedures or structures in any level, from
the business part to the equity, etc., pushed you
to a direction even despite your will?

C3B1: Yes, many times. Many times...

Follow paths despite will

R.: Well, could we argue that a decision could be
a stream that carried you away and while you
might wish to say “enough”, you were forced
make the next decision to be on that stream?
Have you ever felt like this, the ship to be
carried away without you can...

C3B1: The operation of an enterprise is a very
dynamic thing. It's very dynamic. Many times it
does not leave one afford a break. It constantly
pushes one forward. It pushes you forward and
it functions in a dynamic way. It pushes you,
whether you like it or not.

Constantly dynamic function

R.: Even regarding decisions that you make?

C3B1: The nature of the operations of our
enterprise was such that forced us to move to
the next one. And this worked so both for the
executives and the rest employees. Perhaps, this
is a very important part, if one examines it
retrospectively, which provided our business
operations with quality.

Operation forces people

R.: | see. One last thing. It is not a typical
question but a lyrical one. Imagine that the
environment in which the co-operative moves is
a sea, then what is the co-operative like? How is
it?

C3B1: A sea, ha?

R.: Or any vast area..., anything that it can be
vast.

C3B1: | believe that it [the co-operative] is a
point of reference.

Point of reference

R.: A point of reference...

R.: Euxaplotw!

C3B1: A point of reference! From the evidence
that we already have out of the market
conditions, it consists a point of reference for
everyone, for every member that participates all
these years in this course. Today, one realizes
that one’s role and operation within this
business all these years was not a simple
relationship but an ongoing and advanced one,
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upgraded to a level consistent to any function or
condition of the market. And this is well
observed today because problems are very
acute.

This means that today we are pushed by the
members to make things, which were planned
to be made in a couple of years, immediately.
And why so? Because members perceive the co-
operative as a point of reference;

Pushed by members

either as a lifeboat that saves their lives being
nearly drowned in the sea, or as a lifeline which
everyone grips to save ones’ life amid the storm.
Therefore, pressure coming from members to
run things faster than they would run in
different circumstances, is greater today.

A lifeboat

R.: Thank you!
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CODES

SUB-CATEGORIES

Market conditions

External demands to change

Adapt to market

Change process

Market shrinks

Features of environment

Ensure operation and progress

Co-operative’s aims

Incentives to members

Co-operative’s aims

Activate members

Co-operative’s aims

Stop old co-operative mode

Change results

Treat members according involvement

Change results

Not lose co-operative identity

Change results

Both environment and internal process

External/internal demands to change

Get away from co-operative stereotype

Co-operative’s aims

Difference push forward

Change process

Both co-operative and private economic criteria

Co-operative’s essence

There were alternatives

Change process

Return to members

Co-operative’s essence

Not oriented to easy profits

Co-operative’s essence

Market growth stops

Features of environment

Not change co-operative structure

Change results

Co-operative not a panacea

Co-operative’s essence

Problems in decision and fast

implementation

making

Co-op’s self-assessment

Managed to expand

Co-op’s self-assessment

Reliable prop for the market

Co-op’s self-assessment

Everything changes

Features of environment

Not worried about future

Co-op’s self-assessment

Proactive change

Change process
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Pharmacies face severe problems

Features of environment

To help members survive

Co-operative’s aims

Difficult environment nowadays

Features of environment

Work through any difficulty

Co-op’s self-assessment

No obsessions

Co-op’s self-assessment

Even change structure/operation

Co-operative’s aims

Preserve co-operative legal entity

Co-operative’s aims

Puzzle to cut delays in decision / implementation

Co-op’s self-assessment

Enormous difference

Co-operative’s essence

Competitors unable to offer services

Features of competition

Difference is services

Co-operative’s essence

Private interested solely in profits

Features of competition

Private not interested for pharmacy

Features of competition

Care about pharmacies’ existence

Co-operative’s essence

Not exist without pharmacy

Co-operative’s essence

Co-operative could be transformed

Change results

Pharmacies could be transformed

Features of environment

Working mode could be changed

Change results

Difference enhanced

Change results

Better than private in any level

Co-operative’s self-assessment

Big demand for membership

Co-operative’s self-assessment

Enormous difference

Co-operative’s essence

Apparent reliability

Co-operative’s self-assessment

Turbulent environment enhance changes

External demands to change

No centrifugal effect

Change results
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Tough environment as advantage

External demands to change

Members snatched up from co-operative

Perception of its members

Special achievements

Co-operative’s self-assessment

Internal/external according involvement

Perception of its members

Members organic part

Perception of its members

Members enhance participation

Perception of its members

No pressure from members

Perception of its members

Internal conditions affect change

Internal character of change

Not function as simple wholesaler

Co-operative’s self-assessment

Members need not accept co-operative ideals

Perception of its members

Members acknowledge efficiency/gains

Perception of its members

Continuous operation

Change process

Market pressure irritates

External demands to change

Huge difference in structure

Change results

Administration changed

Change results

Executives changed

Change results

Evolutionary process

Change process

Osmosis with structures

Change process

Closer to environment

Change results

Environment helped no selective thought

Features of environment

Environment helped members’ indifference

Features of environment

More specialized towards members

Change results

Members’ multiple demands

Internal character of change

Faster reflexes

Change results

Advancement of structure

Change results
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Become more efficient

Change results

Private wholesaler compress personnel cost

Features of competition

Combine job position with efficiency

Co-operative’s self-assessment

No more complexity

Co-operative’s self-assessment

Operated prospectively

Co-operative’s self-assessment

Step by step process

Change process

New structure emerged

Change results

Complexity absorbed

Co-operative’s self-assessment

New technologies helped

Co-operative’s self-assessment

Adapting to new circumstances

Change process

Problems in the beginning

Change results

Functions awesome

Co-operative’s self-assessment

Single proprietors ineffective

Features of competition

Organized private enterprises face less problems

Features of competition

Closer to organized private enterprises

Change results

No luxury for slow temp

Co-operative’s self-assessment

Co-operative nature creates problems

Co-operative’s self-assessment

Administration ahead members

Co-operative’s self-assessment

Always implement decision

Co-operative’s self-assessment

Acted gradually

Change process

Achieved different aim than planned

Change results

Daily practice curves plans

Change process

Many times changed path

Change process

Administration shows determination

Co-operative’s self-assessment

Members’ acceptance

Co-operative’s self-assessment
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Follow paths despite will

Change process

Constantly dynamic function

Change process

Operation forces people

Internal character of change

Point of reference

Co-operative’s essence

Pushed by members

Internal character of change

A lifeboat

Co-operative’s essence
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APPENDIX VII: Measures to meet ethical research requirements

A letter was sent to the board of directors or the senior management of each co-
operative explaining briefly the title of the research project, the aims and objective,
the methodology to be followed and the potential benefits for the organizational
theory about co-operatives; also requesting for their co-operative’s contribution
(both with staff and other material) to the project. In the same letter, the co-
operative’s administration was ensured for the confidentiality regarding the data
that would be given or obtained during the research and the anonymity regarding
persons or the firm.

If the answer was positive, another letter was sent explaining the strict measures
would be taken to ensure confidentiality and anonymity. For example, in any written
material regarding the research project (thesis, papers, reports, etc) the co-operative
would be referred to as a code number or letter and not as the real name, the same
would happen with the individual participants. Any additional limitations regarding
information which could lead to a potential identification of the co-operative (e.g.
geographical position) would be inserted under administration’s request.

A positive attitude of co-operative’s administration regarding the research project
does not presuppose or impose the positive attitude of each individual. Therefore,
an informational letter (APPENDIX IIl) was sent to each person requesting for his/her
participation. In this letter, the purpose of the study and the exact role of person’s
involvement was explained including the use of member review (or respondent
feedback) technique. There was also manifested person’s right to withdraw consent
at any stage of the research. Measures that would protect person’s anonymity in the
published results of the research were presented (e.g. using code number or letter
instead of real names). Finally, permission to recording the interviews was asked.

In case that a person potentially involved in the study needed more explanation, a
face-to-face meeting was arranged in order any vague issues regarding the research
to be clarified (alternatively, communication via email or phone).

A Research Participant Consent Form (APPENDIX IV) was sent to the organizational
members who had accepted to participate in the research in order to be signed and

returned back to the researcher.
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Real names, original recordings and written material are only available to authorized
academic staff such as the supervisors and the members of the Research Committee
of Business School of Salford University and only for research evaluation reasons.
The physical storage of hard copy/taped data as well as electronic data is secured by
the use of a locked cabinet, within locked office, accessed only by the researcher.
While the electronic storage is secured by the use of a password protected computer

known only to the researcher.
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