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Abstract

This empirical study explores the influence of four extrinsic rewards, namely
relationships with supervisor, relationships with co-workers, job security and financial
rewards on nurses’ psychological empowerment. The study encompasses 395 nurses
from both Greek public and private hospitals. Regression analysis is used to test the
research hypotheses. The results of the study have shown that all factors examined
here can enhance nurses’ psychological empowerment. Relationships with supervisor
had the strongest effect on this construct. Limitations and future research are
discussed.



Introduction

Contemporary international health care has been described as a problematic
sector whose workforce strives to improve both the quantity and the quality of the
provided services. This also occurs in nursing occupation which is faced with the
challenge of promoting effective patient care while dealing with shortages of financial
and human resources. Within this context, a quest for effective management practices
is emerged. A management practice that is regarded to be a universal remedy for both
manufacturing and service sector is empowerment (Lashley, 1999). Empowerment
has received much attention among academic researchers and business practitioners as
it is considered as a management tool that can provide employees with autonomy,
discretion and self — confidence and can result in greater organizational effectiveness.
In the service sector, the implementation of empowering practices is sine qua non due
to its specific characteristics and mainly the interaction between the frontline
employee and the customer,. As such, employees should be given initiatives and
autonomy not only to provide customers with service quality (Bowen & Lawer, 1995;
Fulford & Enz, 1995) but also to cope with service failures (Gronroos, 1990). In the
nursing context as well, empowerment is more and more often discussed and adopted
(Kuokkanen et al., 2007). There are several papers with respect to nursing, exploring
the notion of empowerment (Laschinger et al., 2000; Laschinger et al., 2001;
Laschinger & Finegan, 2005; Greco et al., 2006). However, there is a gap in the
relevant literature concerning the effect of extrinsic rewards on nurses’ empowerment.
Therefore, the purpose of this paper is to address this gap by investigating the effect
of a bundle of extrinsic rewards, namely relationships with supervisor, relationships
with co-workers, job security and financial rewards, on the psychological
empowerment of nurses.

The Conceptual Framework

Although empowerment has been defined in various ways (Wilkinson, 1998), it
can be classified into two main approaches: the structural and the psychological
approach. The former focuses on the management practices which grant power and
authority on employees. For instance, Bowen and Lawer (1992) incorporate four
components of structural empowerment: a) information about organizational
performance, b) rewards based on organisational performance, c) knowledge that
enables to understand and contribute to organisational performance, d) power to make
decisions that influence work procedures and organisational direction. Yet, structural
empowerment overlooks employees’ view towards these management practices. More
specifically, it is likely that employees can experience no empowerment even if
empowering practices are applied in their workplace. Psychological empowerment is
built upon this disadvantage.

This approach emphasizes on the psychological aspect of empowerment.
Conger & Kanungo (1988), initially defined empowerment as a psychological state
and more specifically as psychological enabling. They view it as “a process of
enhancing feelings of self-efficacy among organizational members through the
identification of conditions that foster powerlessness and through their removal by
both formal organizational practices and informal techniques of providing efficacy
information” (p. 474). Thomas and Velthouse (1990), extended their approach by
defining power as energy; to empower means to energize, and it is related to “changes
in cognitive variables. Finally, Spreitzer’s (1995) model based on their approach



defined empowerment as intrinsic task motivation manifested in four cognitions:
meaning, competence, self-determination and impact.

Meaning is termed as “the value of a work goal or purpose, judged in relation to
an individual’s own ideals or standards” (Spreitzer, 1995, p. 1443). This assessment
refers to the “intrinsic caring about a given task” (Thomas & Velthouse, 1990, p.
672). Competence, or self-efficacy, is “an individual’s belief in his or her capability to
perform work role activities with skill” (Spreitzer, 1995, p. 1443). According to
Bandura (1977), people that experience low personal mastery avoid situations that
require the relevant skills and, therefore, this avoidance leads them to prevent from
confronting fears and developing competencies (Thomas & Velthouse, 1990). Self-
determination is defined as “an individual’s sense of having choice in initiating and
regulating actions” (Spreitzer, 1995, p. 1443); for this reason, few authors used the
term “choice” (Thomas & Velthouse, 1990). Self-determination involves autonomy in
the initiation and continuation of behaviors and processes in the workplace including
work methods, pace or effort (Spreitzer, 1995). Impact is “the degree to which an
individual can influence strategic, administrative or operating outcomes at work”
(Spreitzer, 1995, p. 1443). This assessment refers to the “degree to which a behavior
is seen as making a difference in terms of accomplishing the purpose of the task, that
is, producing intended effects in one’s task environment (Thomas & Velthouse, 1990,
p. 672).

In recent years, few management tools and practices are employed in the
service sector with a view to its becoming more competitive and effective.
Particularly, in the health care industry which constitutes an essential service sector,
there is a great attempt to improve the service delivery by implementing human
resources practices; such a practice is empowerment. Manojlovich (2007) argues that
when nurses feel powerless in their workplace, then, they are ineffective and
experience job dissatisfaction. Furthermore, it has been found that empowerment
significantly improves the health and welfare of patients (Majumdar, 1999). There is a
growing research interest in relation to both the antecedents and consequences of
empowerment within the context of healthcare and particularly nursing. In the
relevant literature, there is a plethora of papers focusing on organisational variables
such as trust (Laschinger et al., 2000; Laschinger & Finegan, 2005), leader member
exchange quality (Laschinger et al., 2007) job satisfaction (Manojlovich &
Laschinger, 2002), job strain (Laschinger et al., 2001), leader behaviour (Greco et al.,
2006) and job tension (Laschinger et al., 1999).

With respect to the Greek health care, nurses are given limited opportunities to
participate in decision making (Patistea, 1998). Patiraki — Kourbani argues (2003) that
physicians and administrators confine the autonomy of nurses and, moreover, their
need for decision — making is not recognised. As Papathanassoglou et al. indicate
(2005; p. 161), “the transition to more comprehensive and patient — centred modes of
care requires a giant nursing management leap, for which nursing autonomy and
empowerment are absolute prerequisites”. Therefore, it is necessary to explore the
conditions that can foster empowered human resources in the health care industry.
However, despite the importance of empowerment in the nursing occupation, there is
no much empirical evidence within the Greek health care investigating the notion of
empowerment. To address this dearth, this paper attempts to examine the influence of
extrinsic rewards on the psychological empowerment of nurses. These extrinsic
rewards are discussed below.



Hypotheses Development

Rewards are one of the core human resources management policies aiming at
the motivation of employees. Rewards can mainly be separated into two categories:
intrinsic and extrinsic. Extrinsic rewards are resulted from the actions of others, such
as supervisors, and are controlled by managers; whereas intrinsic are less tangible and
emanate from the person or job itself (Beardwell & Holden, 1994). The present study
examines the effect of four extrinsic rewards on nurses’ psychological empowerment.
One of the most crucial relationships developed in the workplace is between
supervisor and employees. From Human Relations School era, there was an emphasis
on this type of relationship. Positive relationships with their supervisors may lead
employees to have positive attitude towards their organisation. Especially, in the
tertiary sector, it is claimed that supporting relationships with supervisors and
managers can help subordinates reciprocate towards customers (Peccei & Rosenthal,
2001). Regarding psychological empowerment, there are several studies exploring the
link between supportive and good relationships with supervisor and psychological
empowerment (Sparrowe, 1994; Liden et al, 2000; Peccei & Rosenthal, 2001,
Laschinger et al., 2007).

HI: Good relationships with supervisor are positively associated with
psychological empowerment.

There is another form of relationship that is of utmost importance as well,
namely, the relationship among co — workers. Relationships among co — workers is an
central organisational aspect which may influence employees’ motivation. Corsun and
Enz argued (1999) that peers who help one another may experience psychological
empowerment. Moreover, as Quinn and Spreitzer, (1997) illustrated, if employees
have strong and supportive relationships, this will increase their sense of
psychological empowerment. In the Greek context, Dimitriades and Maroudas (2007)
offer empirical evidence regarding the impact of qualitative relationships with co-
workers on employees’ psychological empowerment.

H2: Good relationships among co-workers are positively associated with
psychological empowerment.

Job security has been of growing research interest due to the changes that
business environment has undergone. Keen competition which leads organizations to
re — construct and be leaner, merges as well as the use of flexible employment
conditions are some of the most important changes which enforce employees’
experience of job insecurity. Greenhalgh and Rosenblatt (1984) define job insecurity
as the “perceived powerlessness to maintain desired community in a threatened job
situation”. Under these circumstances, job security is argued to be one of the most
critical factors that influence employees’ motivation (Wiley, 1997; Gould-Williams &
Davies, 2005) and other organizational attitudes such as organizational commitment
and job satisfaction (Ashford et al., 1989; Borg & Elizur, 1992). Lack of job security
can cause employees psychological reactions such as low self —esteem and self —
confidence (Wiley, 1997). Additionally, employees may not take responsibilities and
initiatives when they feel that, to some extent, they are insecure regarding their job.
Yet, despite its salient role in the modern flexible and insecure business environment,
there are not many empirical studies examining this link (Bordin et al., 2007).

H3: Job security is positively associated with psychological empowerment.

Financial rewards are concerned with the payment an employee receives by
offering labour. They are regarded as very essential rewards that can be offered from
the management and with significant effect on employees’ working behaviour. In fact,



for many years financial rewards were characterized as the main rewards in the
workplace. In order for these rewards to be effective, few conditions must exist. There
should be a connection between pay and performance and additionally this link should
be made clear to the employee (Kufidou, 2001). The lack of payment methods —
systems leads to the decrease of self —efficacy (Conger & Kanungo, 1988). Moreover,
Bowen & Lower (1992) stated that payments based on performance contribute to
empowerment. Organisations interested in empowering their employees and creating
committed workforce should develop a payment system which will reward
performance and not the position. In the context of psychological empowerment,
financial rewards were one of the first antecedents empirically studied. Authors
(Spreitzer, 1995; Melhem, 2004) showed that there is a connection between these two
variables, though there is a dearth in the existing empirical studies (Melhem, 2004).

H4: Financial rewards based on performance are positively associated with
psychological empowerment.

Methodology

Data Sample

The research was conducted on public and private hospitals in Greece. A
structured questionnaire was distributed to 700 respondents and a total of 395 (258
from public and 137 from private hospitals) were returned, rendering the total
response rate 56.4% per cent. The sample for the analysis reported here consisted of
nurses. Of the 395 nurses participated in the study, 71.9% were female, and 28.1%
were male. With respect to age. 37.2% ranged from 21 to 30 years old, 33.2% from 31
to 40 years old, and 29.6% were more than 41 years old. The majority (56.5%) of the
respondents held a degree from Technological Education Institute (T.E.L.). Regarding
family status, 158 of the respondents were not married and 237 were married.
Moreover, a large number of the respondents (77.2%) of the sample were working on
lifelong employment. Nearly 22.5% of the nurses have worked for less than 3 years,
51.1% less than 10 years and 72.2% less than 20 years. Concerning tenure, 15.7% of
the nurses have worked in the present hospital less than 1 year, 42% less than 5 years
and 63.5% less than 10 years.

Measures

Psychological empowerment was measured using Spreitzer’s (1995) twelve
item empowerment scale. These measures comprises four three — item subscales for
each of the dimensions of empowerment. Relationships with supervisor were assessed
using the items taken from Liden and Maslyn (1998) which address the affective
aspect of relationships between supervisor and employees. Six items concerning
relationships with co - workers were from Abbey et al (1985). Job security was
performed using the instruments from Oldham et al. (1986). This comprises ten items,
referring to how secure employees feel in their workplace. Three items were
constructed in order to measure financial rewards. Participants will be asked if their
payments depend on their performance. In this study, responses were recorded on
seven-point Likert type scale (1= Strongly Disagree, 7= Strongly Agree).

Results

Principal component analysis with varimax rotation was performed in order to
investigate the multidimensional nature of the empowerment construct. All items
loaded satisfactorily, except for two of job security which excluded. The Cronbach
alpha reliabilities for the scales used in this study are as follows: a) Psychological



Empowerment (a = 0.849), Meaning (a = 0.905), Competence (a = 0.721), Self —
determination (a = 0.882), Impact (a = 0.898), Relationships with supervisor (a =
0.920), Relationships with co-workers (a = 0.917), Job security (a = 0.872) Financial
rewards (a = 0.935). The analysis includes multiple regressions to test the research
hypotheses. The results of these regression analyses are presented in Table I.

Table L
Unstandardized Standardized
Coefficients Coefficients
Variable B Std. Error Beta T Sig.

Constant 5.079 0.040 126.223 0,000
Relationships 0.294 0.040 0.326 7.290 0,000
with supervisor

Financial 0.212 0.040 0.235 5.255 0,000
rewards

Job security 0.167 0.040 0.186 4.156 0,000
Relationships 0.144 0.040 0.160 3.578 0,000
with co-workers

Note: Dependent Variable: Empowerment. R?= 0.221, adjusted R?= 0.213,
F= 27.709, p< 0.01

R? for the four variables is 0.221, which means that these four variables explain
about 22 percent of the variance in psychological empowerment. The results of the
regression analysis reveal that all four extrinsic rewards examined here influence
overall psychological empowerment. Relationships with supervisor had the strongest
effect of all the extrinsic rewards. More specifically, relationships with supervisor
show a significant effect on psychological empowerment (B = 0.326, p < 0.01).
Significant effects were found for relationships with co —workers (B = 0.160, p <
0.01). The beta coefficient for job security was significant (f = 0.186, p < 0.01)
indicating a direct and positive association between psychological empowerment and
job security. Financial rewards also significantly correlated with psychological
empowerment (f = 0.235, p < 0.01).

Discussion

The concept of empowerment is of utmost importance, particularly in the
tertiary sector due to the latter’s unique characteristics. There is a number of studies in
the relevant literature exploring the antecedents of psychological empowerment. Yet,
there is a dearth regarding the systematic research of a bundle of extrinsic rewards on
the specific construct. This study contributes to this gap exploring four extrinsic
rewards, such as relationships with supervisor, relationships with co —workers, job



security and financial rewards. The results indicate that extrinsic rewards can enforce
employees’ experiences of empowerment. More specifically, relationships with
supervisor and co - workers show a significant correlation with overall psychological
empowerment. These results support the studies that emphasize the importance of
interpersonal relationships in the workplace as critical factors creating an empowered
workforce (Corsun & Enz, 1999; Dimitriades & Maroudas, 2007; Laschinger et al.,
2007; Liden et al, 2000; Peccei & Rosenthal, 2001; Quinn & Spreitzer, 1997;
Sparrowe, 1994). As a result, it is necessary for managers to cultivate a friendly and
co-operative workplace with mutual respect and open communication. The significant
role of job security in the contemporary flexible business environment is illustrated in
the present study. As the results indicate, job security is strongly associated with
overall psychological empowerment. This means that when employees feel secure in
their job, they experience psychological empowerment at a high level. This result is
congruent with the work of Bordin (2007) also conducted in a non — Western setting
(Bordin, 2007). Another important finding is that financial rewards have a significant
positive association with overall psychological empowerment. Despite the fact that
there is no much research on the link between this kind of extrinsic rewards and
psychological empowerment (Spreitzer, 1995), the current study shows that financial
rewards can have a strong effect on this concept. Overall, the present empirical study
provides useful insights regarding the psychological empowerment literature by
illuminating a range of extrinsic rewards that can create empowered human resources
in health care sector.

This study, however, has some limitations. The data were obtained from a
specific sample (nurses) and a specific industry (health care). Therefore, its findings
may not be generalisable to other employees or other industries. Another issue
concerns the cross — sectional analysis of the data which cannot directly assess
causality. Future research should address the generalisability of our results and adopt
a longitudinal design. Furthermore, it can include other rewards both intrinsic and
extrinsic that may influence psychological empowerment such as opportunity for
training and development, recognition and skill variety. Finally, replication of the
present results both within Greece and other countries also needs further research.
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Complexity in retail organisations. an empirically infor med
discussion with particular referenceto retail location

strategy

Abstract

This paper presents an innovative approach toxpemtion and explanation of
retail location strategy formulation based on thengises of complexity theory. We
employed a chaos-theoretic approach in order tapsudate the complex
environmental context of retail organisations arsg¢ussed the findings of our
research in terms and language of chaos literaiiecargue that managers
understand complexity in an individual way, and¢fiere they are dealing with
complexity based on their own unique understandirig We also argue that there
are complexity absorbing and complexity adaptirigirerganisations that follow

different approaches to their retail location gggtformulation.

Keywords. Retail location, complexity theory, chaos theagse study, Greece
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I ntroduction

The formulation of retail location strategy is afteupported by sophisticated
computer assisted techniques that integrate largetijies of marketing and
geographical data. Older approaches based oreglitg and simple checklists or
analogues have been complemented by statisticatlsiadd the application of
geographical information systems (GIS) where tlaseavailable (Clarke, 1998).
However, for reasons of finance, infrastructurelaa availability, sophisticated
normative techniques have limits because they redienot be afforded by all
retailers (Pioch and Byrom, 2004), and / or theeeratailers that operate in places
where the raw data for such approaches are singplgvailable. Moreover, retail
location strategy, as part of overall corporatatstyy, is influenced by the rapid
changes that occur in the environment, and it ithble whether the linear models
that are used in retail location planning are caibpawith the non-linear and
complex environments in which retail organisatiogally operate around the world.
The exploratory research reported in this papeethee looks at how retail location
strategy is developed in complex environments bgilreompanies absorbing or
adapting to the complexity around them. It is blase case studies of companies in
Greece, where the emergence of a modern, corpetaiesystem in the last twenty
years has been very rapid and destructive of #uktibnal system that preceded it
(Bennison, 2003), creating a particularly turbulemtironment for both indigenous

and international retailers.

Aim and objectives

The aim of the paper is to identify the differenbesweercomplexity absorbingnd
complexity adaptingetail companies, and examine the relationshipédormulation

of their retail location strategies.

The objectives of the paper are:
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1. To understand how complexity is perceived by retahagers.
2. To examine the differences in strategic locatiotigien-making between

complexity absorbing and complexity adapting congsn

Basic theoretical underpinnings

Complexity and organisations

Brown and Eisenhardt (1997) described complex asg#ions as systems that exhibit
complex, adaptive, and emergent behaviours bet¢hagere made up of multiple
interacting agents. Simon (1957) suggested thae ke limit to the complexity that
individuals can handle over a given period of timvbich implies that complexity is
time dependent. Eisenhardt and Brown (1998) stdetbee this time involves not only
the time that is needed by individuals to cope widmplexity but that it is also

related to the timing of involvement in a complewieonment. Organisations that fail
to change ultimately die, suffering the penaltyriot revising their priorities in a

timely manner (Boisot 2000).

The study of organisations in the context of thecept of complexity has its roots in
the natural sciences. Seen from this perspectrganisations come to dynamic
equilibrium with their environments through a cdase process of adaptation and
change (Morel & Ramanujam 1999). Cilliers (200@4p offers a detailed
description of complex systems. The main features a

1. Complex systems consist of a large number of elésrtbat in themselves can
be simple. These elements can be of diverse typ&ps people, coalitions,
organisations, processes etc (Morel & Ramanujan®)199

2. The elements interact dynamically and their intoads non-linear.

3. There are feedback loops.

4. Complex systems are open systems, and operata&iaquolibrium

conditions.
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5. Complex systems have organic properties like merandyhistory. The
behaviour of a complex system is not determinedsbglements but by the
nature of the interaction among the elements. mtezaction of elements
produces emergent patterns of behaviour (Morel &&aujam 1999). Since
the interactions are emerging and dynamic, premfistabout the system
cannot be made by just inspecting their components.

6. Complex systems are adaptive: they can organgedtiucture without the

intervention of an external actor.

The organisational response to complexity involéser an absorbing behaviour or a
adaptine behaviour (Ashmes al. 2000). The view of organisations as complex
adaptive systems suggests that organisations gatbemnation about their
surroundings, themselves and their own behaviaur tlaen use this information for
adapting to and co-evolving with their environmefitauffman 1995). When
organisations choose managerial responses to crityleat are consistent with the
characteristics of complex adaptive systems, thietyaand complexity of the
environment is absorbed into the organisation (Ashen al. 2000). In contrast to
complexity absorptiorsome organisations are characteriseddrgplexity reduction
That is, the organisation tries to simplify andueel the amount of data and the
number of choices available to its members (Ashet@d. 2002). A complexity
reduction response is accomplished by emphasisimgal role relationships and
thereby minimising connections. Some scholars a@stgocomplexity reduction in the
organisation with organisational stability: Sta¢&992), for example, suggested that
managers tend to establish stability and succeezkperience instability and fail.

In organisational theory complexity is treated as$ractural variable that
characterises both organisations and environmamdefson 1999). Complexity as a
concept is perceived in different ways by acadermaias practitioners (Cilliers 2000)
and raises implications about chaotic situatiomenghough scholars see signs of

chaos everywhere (Levy 1994).

Chaostheory and strategy development
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In order to understand the relevance of chaos yttecstrategy we need to see
organisations as complex and dynamic systems (L¥384). Organisations interact
with each other, but also interact with the othentgof their environments, such as
consumers, suppliers, labour, the political autiesj banks and other financial
institutions. The interconnection of these partates a complex environment,
defined by the number of actors and their intereations. Bechtold (1997) suggested
that a chaos theory approach to strategy developreguires a dynamic view of the
process. Strategy is developed with respect ta¢hkethat the environmental context
is viewed by the participants in the decision-mgknnocess. Strategy development as
a vital activity of organisations is planned angiemented in a different way by
complexity adaptingndcomplexity absorbingrganisations in terms of the flexibility
and the length of their strategic plan, their ustirding of environmental stability,
their resistance to change, and their developmemieghanisms that support them at
times of uncertainty. Strategy is not developed bB1g term plan but rather emerges
spontaneously from chaos through a process of atil@apt real-time learning and
political negotiations (Stacey 1993). There igréfiore, as Stacey (1993) noted, a
distinction between companies that have adoptéd/ oo adopt a chaos-theory
approach to strategy development, and those thHawfthe normative view of

strategy development.

Retail location strategy

Successful retail location strategies involve ndy@n understanding of the
contemporary marketing environment but also thecignaition of possible changes in
competitors and demographics (Ghosh & Craig 19B3¢.emergence of an
international competitive environment for retailarsd the subsequent complexity that
has occurred through it has led retail organisattoninvest in and develop routines or
tools that allow them to process data from multgmearces, replacing or
complementing the more traditional approachesekample, instinct and traditional
rules of thumb used for the selection of a reteoperty have been gradually
supplemented by mathematical and statistical tpddsnandez and Bennison, 2000).

Even small independent retailers have been noseehig loyalty cards, and using the
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data they collect from them to plan their locatioggansion (Wood & Browne
2007). Considering that retail location decisians of high importance for the
organisation because they engage capital for tiggtierm, and the decision-making
process involves a number of stakeholders (Herreagida. 1998), it is to be
anticipated that numerous interactions will takacplbetween the actors of the
system. This is a sign of the complex environnéttiin which retail organisations

operate.

Retail location strategy at the strategic levadnsedded within the wider context of
the marketing and corporate strategy of the retgihnisation (Hernandex al.

1998). It is related to the overall scope of thgamisation and reflects the overall
vision and objectives of the organisation. Howeagg time of rapid change it could
be argued that company retail location stratedg fato a context of complexity, and
the traditional normative tools that are used fopsut retail location decisions are
inadequate because they are driven by histori¢alttiat were collected and analysed
in different environmental contexts. Therefore migations that operate in complex
environments may look for alternative ways to supgeeir strategic retail location
decisions, and draw on the skills and knowledgedbme from within the
organisation. In combination with the normativel$othat are used, this integration
can provide a more dynamic process for collectimd) @ssessing data, and exploiting
the emerging opportunities in favour of the compailtys way of operating may be
the foundation for developing and sustaining a repiicable competitive advantage
over other organisations in the sector, as therdgdga derives, in part at least,from
the internal attributes of the company (Somers4200

The case-study that follows looks at two compaimeSreece that make their
strategic retail location decisions in distinctivelifferent ways. The first one follows
the normative patterns of decision-making andlieseon the belief that the processes
and the tools that are used by the top and middieagers are good enough to
support the strategy development process. The demumfollows a pattern that
acknowledges the complexity in the environment, @ses a dynamic alignment of
the employees and the managers in order to ketguam with the environment, and
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therefore understand and deal with the emergingppities and threats in a

dynamic way.

Methodology

A comparative case-study was employed in ordekpboee the treatment of
complexity by top and middle managers among retginisations with particular
reference to the selection of locations for newesto A theoretical sample of two
retail organisations was selected. The selectianbh@sed on discriminating between
complexity absorbing and complexity adapting orgations. These companies are
part of a larger research profeand had been identified and researched as part of
that. The first one deals with complex situatigmoring them and continuing the
implementation of their strategy, and the secoreldgals with complexity
dynamically by adapting to the complex environmeamd adjusting its strategy in

order to fit with it.

The selection of the case-study method has twakegntages: first, by conducting
case-study research it is possible to examine ogueary events in context; and, it is
possible to use the multiple sources of data afwdnmation that were available to the
authors (Quinret al. 2007). Stake’s (1995) approach to a case studyollasved,
involving a series of steps including posing reskeauestions, gathering data, data

analysis and interpretation.

For the purposes of this study eight interviewsktplace, four at each of the
companies (referred to as Company A and B) - sééeTa using a semi-structured
guestionnaire as the basis for discussion. Compaaigo gave access to various
documents, such as consumer data, real estatesageres, and internal memos.
Tape-recorded interviews were transcribed andlfiral interviews were coded using
techniques that focused on the identification ohown themes. All of the data
collected for this study is in Greek, and it waslated in English by one of the
authors in order to achieve the best attributiothefGreek data (Temple & Young

! The PhD research of one of the authors.
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2004). After writing the case-study report companiere sent summary copies of the

findings for review. The final case report was tldeweloped.

Company A Interviewee 1 Marketing director
Interviewee 2 Head of accounting division
Interviewee 3 Head of business development unit
Interviewee 4 Area manager

Company B Interviewee 1 Owner — CEO
Interviewee 2 Marketing director
Interviewee 3 Head of accounting and finance dwis
Interviewee 4 Store development manager

Table 1: Job description of theinterviewees

The case studies

| ntroduction to the case context

Company A and Company B are two of the major aleadtretailers in Greece. The
total sales of the sector amounted to £1.3bn ir6208ving registered a growth of
12% on the previous year (ICAP, 2007). The leadi¢hesector i&otsovolos

(owned by DSGi) with a market share of about 24%6mpany A has a market share
of about 10% (Total Sales 2006: £126M/Gross Prdiifs3M), and Company B a
share of 4% (Total Sales 2006: £34M/Gross PrdiB®5K). The market is highly
fragmented because local traditional independéatiees still have a leading position
in consumers’ choice: for exampMakrakisis the local market leader in Crete,

where it competes against all the other natiortailezs (ICAP, 2007).

The study is focused on the operations of the comepan the Greater Thessaloniki
area, the second largest urban area in Greece (#ffidation — c763,000).
Company A has four out of its fifty one stores kechthere, which account for 13%

of its total retail sales. Company B has five ssdozated in the same area, out of a
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nine store network developed solely in Northerneges These stores account for
65% of the total retail sales of the company, anmslthe local market leader with a
market share of about 30%. Company A is thirdddgswith a market share of about
18%.

Both companies have a store in the centre of Thwska and their others are located
around the city in either planned or unplanned phrgpcentres. Both companies have
been exploring the possibility of opening anothewrstore in Thessaloniki. The
interviews focused on the understanding of thi€@ss, taking into consideration

managers’ perceptions of complexity.

Under standing complexity

Complexity science approaches matters holistically views the system and its
agent as an integrated entity (Marion & Uhl-Bief®2p Therefore, before discussing
anything else we should see how these organisgbenmeive their complex
environment. A basic distinction is found in thag interviewees of Company A do
not see their internal environment as part of ilggdr picture of complexity. For

example, Interviewee 2 of Company ¢A2) said:

“Our competitors, and our consumers, and all theégmbial
customers, even our suppliers and the governmeke i@ system

complex.... [but] we have the means to deal wigmth..”
While A4 stated that:
“There are so many people working for the compangat and

authorities involved in my work that make it unksddy complex. |
have to keep in touch with people here, in Athen§hessaloniki,

2 A1 = Company A/ Interviewee 1; B1 = Company Beiviewee land so on.
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in Crete, abroad, sometimes | e-mail people thHaven’t even

seen in my life.”

Company A is a much larger company than compargnB,therefore has
relationships with more individuals and organisasithan B. This offers a potentially
much wider range of data and information to the gany to support the strategy
development process. The plethora of data andnrdton sources are a potential
source of strategic opportunities for Company A #ithough it has a management

information system in place, it is not yet explditeAl said:

“... I don’t have enough time to deal with all tldata | receive.
There are hidden treasures in h¢paints to a pile of papersput
it is practically impossible to read each and eveng of these
memos and reports. It's a real pity that so manygafunities are
wasted and so many threats that could have beesden were

unobserved.”

Company B on the other hand is structured arouadwner-CEO and the marketing

manager, so the complexity of the environment corxcenly them. B2 mentioned:

“Yorgog[first name of the company owneahd | deal with
everyone. We want it to be this way. We hear thamgkwe are
always listening to our employees, our customerd,@ur
suppliers but we figure out the bigger picture aletide where we

can and where we want to get involved.”

A common element for both Company A and Compang e appreciation of time
as a key component of complexity. A1 and A2 agteatithe time they can spend in
reviewing data and information is related to theelef complexity they perceive at

the present time and also their ability to redum@alexity in the future. Al said:

“| think that the data and information | have acctsare enough
to predict the future. But it would take ages toiesv all these
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information and by the time | will finish somethimgw would have

emerged. ”

A2 added:

“l usually believe that if | had a piece of informoatjust a little
earlier than the time it came to my hands | couwdiings
different. | would have a clearer view of the eowment and |

could plan a better future for the company.”

B1 observed:

“You know how it is here... It's just me and [B2nd on the other
side there are employees, suppliers, customersuttamts that
work for us, the banks, the government, all thesmp|e... | cannot
stay in touch with all of them all the time. Toonygeople, too

little time...”

Dealing with a strategic location decision

Both companies use similar types of store fornratnly two-storey units of about
1,000sgm, located in the city centre. Company Baipe one two-storey store in a
planned shopping centre. The interviews revealeddifferences in the way that the
decision-makers of the two companies understooddeatt with a strategic location
decision. The first involved the motivation to maksetrategic location decision.

In Company A the approach was to follow the presigarticulated strategy:

“We are planning our expansion. We follow a stratcggan
and build new stores based on this plan. We folaw
competitors, we want to be where our competitoes.ar (Al)
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While A2 added:

“The timing is not good right now, but we are gotigfollow
our plan. It is more expensive to borrow money, imglgoing
to cost us more than we calculated but it is imgairfor us to

show that we are strong.”

Underlining the dedicated pursuit of the strategyhH® company leadership, a lower

ranking manager (A4) commented:

“Sometimes | send memos to the top managers hutk they
do not pay any attention to them. | do not thirdt ihis any use
to follow our competitors everywhere. It is a hitagant to

believe that you can have a store everywhere.”

In contrast, a more intuitive approach was usedampany B1:

“Sometimes we get information about promising vacies.
We are always interested in a good vacant site.\Wesbuilt
our first store there were only grocery stores ardut but we
believed in our decision and we supported it. Wymnare a

businessman you just know that you have to gd.fdr i

And B2 added:

“I like to spend time with people and listen torthd like to
share ideas and when | hear something interestogtbo [B1]
to discuss it. This is how we built our store ity@bate[a
planned shopping centre in east Thessalotikiroved to be a
bad decision because this store never became gintdibut we

know that this store has the potential to beconuditable.”

While B4 showed his appreciation of this process:

Draft2.05.02.2009 Page 13



“l cannot say that | agree with all the decisioimat are made
but anyway | can have my own word. And | am hapal t
someone is listening and replies back to me.”

Two types of retail location strategy formulatioene identified from the interviews.
The first company (A) has a firmly structured prexef retail location development,
following a predetermined plan, where the plan cefirst, the threats and
opportunities that emerge in the environment asodied, and the plan is reviewed
when it proves to be inadequate. The staff of Compashow a limited
understanding of the environmental context as @treschoices being made by the
top management of the company. The strategic pidrttee formal normative tools
that Company A uses are framing the actions ofrtambers of the organisation and

drive the way that the organisation deals withgéheironment.

Company B is more flexible and open to external iatefnal stimulation. The
organisation adjusts its strategy according tdeleeback that it receives from the
environment and adapts to emerging circumstanegsnianagement encourages

internal communication and feedback from employaged,aims to build on that.

The second difference between the companies iedela the way that they organise
themselves in order to deal with emerging circumsta (opportunities or threats). In

Company A, Al said:

“When something urgent comes up it takes us saneetb
appreciate it. We prefer to plan things and wedadithat we
can predict things but nonetheless bad things adgbings
appear in our way ... and then we review the pasttay to

adjust to this urgent situation.”

While A3 noted:
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“Sometimes we see things coming and adjust belfiene t
become serious. The company is fairly bureaucemtit it is
not easy to make rapid changes but anyway we cprihsk
hierarchy and at least save some time this way.”

And A4 observed:

“l do not believe that | understand all the big clgges that
are happening. One day | might receive a memo a&dap
manager asking for an estimate of the cost of stpai store,
and the next day they ask me to start looking &oant sites.
| understand that the plans change from time tefibut |

cannot understand the direction of the change.”

The interviewees of Company B painted a differaatupe of the way their
organisation dealt with an urgent situation. Bdiroled that:

“We are trying to use our small-medium size in tawour.
Our size allows me to stay in touch with everybadie
organisation. From the cleaning ladies to the togniagers
and from our customers to our suppliers... My dealways
open for my people and when something comes ugtiosy
that | will be there for them... | try to delegatsponsibilities
to everybody, when someone has an interestingligeghim
in charge of the presentation of the idea and wepkhim
updated about the progress of the way that wede#gl with
his idea.”

B2 also cited an example:

“A couple of weeks ago a sale assistant send meem v

message that was showing a vacant store near éire tr

station. Everybody in this organisation knows tivatare
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interested in every opportunity that emerges ins #rea.
When | met the property owner this sales assistastthere
with me. She is part of this decision now. Shes Inght next
to the train station, she knows the people themne;is not a

professional but she has her unique insight abloist™t

Both companies showed their own distinct approadhé management of emerging
circumstances. In Company A structured behavi@lafed to rules and the heuristics
of the top management, was evident. With respedttol location strategy Company
A is following strict plans that the managers af tompany believe are so robust that
they can withstand the changes in the environmengt least when changes happen,

they have alternative plans to implement.

In contrast, Company B appeared to be more adajatithee changes that are
happening in the environment because it has naraself-organisation culture that
encourage the employees and the managers to forfoahal workgroups that deal
with emerging issues directly when they happen. ddmaepany is open to suggestions
from everybody who works there and it benefits fremployees’ willingness to
participate in the development of the company. \Wagpect to its location strategy,
Company B shows adaptive behaviour, open to feddipam the environment and

open to the opportunities that emerge.

Discussion

In this paper, we have explored the phenomenoatalfi location strategy
formulation under the lens of complexity and chémeory. We first laid our sight on
the understanding of complexity by the manageti®two companies and found
evidence that complexity is understood by the iilials in different ways. Wang
and Chan (1995) suggested that the perceptiorcoimplex environment relies on
manager’s ability to process information whichasnplicated, novel or/and dynamic.
In our cases we found evidence that the manageZsmipany A had adopted a
simplified heuristic about the complex environmetich corresponds to a general

understanding of the term business environmentsivtiie managers of Company B
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developed a more structured and synthesised uaddisg of the business
environment that point the difference of the ing¢rand external environment. Boyd
and Fulk (1996) argued that it is common for thenaggers to reduce the time they
devote to the environmental scanning when the lef/#le perceived complexity is
high. The findings of our research are supporting argument because the managers
from Company A, which is a complexity absorbergfaomplexity as a property of
the environment that is unreachable by them whaeagers from Company B, which
is a complexity adapter, perceive complexity asoperty of the environment that is
understandable and worths the spending of timbeotdp managers. Therefore, it can
be assumed that understanding complexity is tinpemigent but the decision to spend
time on understanding complexity is prejudiced hugy initial willingness to deal with
complexity.

We also found evidence that there are differentsnhgt companies deal with
complexity; in this research project one of comeamhoose to absorb complexity
and continue its operations based on a singlewinout any variations, which is
consistent with the findings of Ashmesal. (2000). On the other hand, we found that
the second one has developed an organisationatigieuhat supports the adaption of
the company to the emergent circumstances of thieoement in a dynamic way.
Stacey (1995) suggested that the organisationatiagt to the environment have the
ability to continue their change even when oppaties from the external
environment does not existggative feedbagk However, the findings of the
research indicate that it is possible that a compaay look to engage in a complex
environment and use its assets to make advantageMtKelvey (1999) suggested
that companies might look to achieve competitiveaathige against their competitors
by introducing multiple innovations: in terms othtion strategy this could be new
positioning or locational strategies (Hernandez &Bison 2000). By expanding into
a new market or setting up in a new location, #tailer aims to cause turbulence in
the environment that will be to its own benefitdgining a share in a previously

unexploited market.

Using the language of chaos theorgomplexity absorbingetail organisation, even
though it acknowledges the non-linearity of caueeerelations in the environment,
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develops techniques that reduce the uncertaintyechioly the complexity, and
prepares itself for alternative complex situatiddschtold (1997) suggested that the
abstraction of complexity is achieved by developitgrnative scenarios and by
preparing the organisation to implement them ipoase to whatever events occur.
On the other hand,@mplexity adaptiverganisation understands non-linearity and
seeks for hidden opportunities and threats in segiyninsignificant changes.
Complexity absorbing retail organisations sepachtanges and deal with them as
independent circumstances while complexity adapgtal organisations seek to
identify continuums in the change process. The aféhe waves of retalil
decentralisation (Schiller, 1986; Fernie, 1995),eéoample, reflects the openness of
some retail organisations to changes in the retagnvironment. No matter what the
reasons were, the exploitation of under-developaddost locations gave an

advantage to the companies that spearheaded thee onbwf traditional centres.

When the need for a decision arisebifarcation pointin the language of chaos
theory), complexity absorbing retail organisatidiasnot alter their strategy because
they take it as given that such situations arisd,sach eventualities are planned for.
In contrast, complexity adaptive retail organisasiemnderstand bifurcation points as
an opportunity to evolve. We recognised in our aesle that when a complexity
absorbing and a complexity adaptive retail orgdiueavere at the same bifurcation
point, the first one saw it as a planned mometinie while the other one perceived it
as an emergent opportunity. They both acknowledgadaction was required
(development of a new store in an under-developeation), and both indicated that
they were going to act similarly but the justificat of their action was based on

different arguments.

A structural difference between the complexity absw and the complexity adaptive
organisation was identified in the norms and rtied guided their activities (in the
language of chaos theory, these may be seen atrdinge attractorsthe core
properties of a system to which it always tendsetarn regardless of change). The
complexity absorbing organisation had a formal euslof rules and regulations that
were brought forward when a crisis appeared. Ehe®nsistent with McMillan’s
(2004) findings that suggested that strange atiractre a set of routines that define
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the life of employees in the organisation. In cast, the complexity adaptive
organisation had human actors that acted as thieggtrattractor of the organisation.
(Parker & Stacey 1994) suggested that when thengi@on meets a bifurcation
point, the strange attractor is the facilitatothe# transition from the previous to the
future state. The existence of a person that caemecisions and guide the change

process appeared to be an essential part of tl@isegion during the adaptation.

The complexity absorbing organisation employeesahadrrower view of the
environmental context than the ones in the compledaptive organisation. This is
the outcome of a strategic decision for the orgdinas because it is related to the
level of the involvement of the employees in thatsigy formation procedure. With
respect to location strategy, since it is influehbg both consumer and institutional
factors (Brown 1991), having an extended perspedafthe environment brings all
levels of employees closer, and sharing informasagasier because everybody is
aware of the strategic requirements of the orgénisaWhen more people are
involved in scanning the environment for strategpportunities or threats, it is likely
that these opportunities and threats will be idieatiand exploited faster. This means
that an organisation that encourages the formatiovorkgroups (formal or informal)
for the exploitation of an emerging opportunity ltbaxpect a timely response to a
crisis, which in turn could lead to the gain of quetitive advantage. In terms of retail
location strategy, it could be assumed that alretganisation that has the ability to
organise itself for certain purposes, for exampteiathe formation of a business unit
that could survey for a site, can expect that it lvécome aware and exploit the
opportunity of a contested site before anothertbaeit has not, because this kind of
organisation would encourage employees to conderdraund a human strange

attractor that could organise and manage a se#frisgd unit.

Limitations and implications for future research

We should stress that our research by no meanesisgipat complexity absorbing or
complexity adaptive retail organisations are bettesre profitable or more efficient

than each other because this was not the aimofdékearch. On the contrary, we saw
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that two retail organisations operate in very ddfé ways and still manage to be
profitable. In terms of retail location strategyespically, the findings indicate that a
complexity adaptive approach could lead to the gweent and implementation of

an innovative strategy in terms of site selection.

An issue that emerged and needs further reseavchether organisations have the
power to cause crises in order to benefit fromcibi@plex environment that will
emerge. It was implied by the complexity adaptivgamisation that controlling the
environment is much better than adapting to it. sy it remains unclear how an
organisation can control the environment. Theretoieresearch would benefit from
a comparative study of a sector leader with smathenpetitors and a study of the
way that the sector leader faces complex envirotsn&mally, it should be re-
iterated that this is an exploratory study that wadertaken in a specific sector in
Greece so it needs to be replicated in other gpbgral areas and sectors before it

can be generalised.
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