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Case Objectives and Use
This case was developed to be used in an undergraduate foundations of micro-economics course or in a foundations of economics course at the graduate level.  It would also be appropriate in an undergraduate international business course.  The case was written from interviews by the lead case writer with Margaret Vardanyan (the focus of the case) in Yerevan, Armenia. The teaching objectives of the case are to relate the theory of “The Tragedy of the Commons” to the use of common resources in the former Soviet Union countries; to compare a change in the demand for a product under a command economy to a change in demand for a product under a market economy; to facilitate a discussion of the ways that were utilized to privatize nationalized industries after the fall of Communism; to identify and evaluate various means of funding available to Margaret Vardanyan at ARM Pharmacy; to analyze the methodology used by Ms. Vardanyan to overcome “diseconomies of scale” at ARM Pharmacy before privatization; and to explore possible avenues open to Ms. Vardanyan in her attempt to deal with the unethical behavior that has been rampant in post-Communist business activities in Armenia.

Case Synopsis
The ARM Pharmacy case illustrates many of the difficulties that have been encountered by individuals who have attempted to privatize formerly nationalized companies from the Soviet Union era.  Margaret Vardanyan was a native Armenian who was educated as a pharmacist in Russia and returned to Yerevan, the capitol of Armenia, to practice her profession.  For a number of years she taught at the Medical University in Yerevan and also worked in a national pharmacy.  She was then asked by the Ministry of Health to undertake the privatization of drug wholesaling in the country.  She began that process in 1997, and the case was written in the fall of 2003 as she continued to face challenges with the privatization effort including the securing of continued funding for the pharmacy and the problem of competing with unethical companies that refused to pay border taxes of 20 percent and very high corporate income taxes.
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