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Case Objectives and Use

This case enables students to analyze the factors involved in the strategic decisions of a small business owner.  Expansion to additional locations appears to be his goal, but the business owner must determine the feasibility of new locations as well as the financing arrangements.  The case is based on the true story of an immigrant who was able to build a service business, contending with the various challenges of sustaining and growing the business.  It is useful for an upper division undergraduate or MBA course in strategic management or entrepreneurship.

Case Synopsis

Michael Petrov emigrated to the United States from the Ukraine in 1991 with $200 in his pocket.  Ten years later, tapping into the equity in his home to help secure the necessary financing, Michael purchased a 600 square foot laundromat in Glen Cove, New York, and he named the business Nata, for his wife.  The purpose of the investment was to generate a cash flow and a second source of income for Michael and his family.

Under Michael’s ownership, Nata experienced a good growth rate in sales from the start.  Michael enjoyed being the owner of a small business, and he soon sought out a second laundromat.  In 2005, using the equity in his home and his first laundromat as collateral, he opened a 1,500 square foot facility in College Point, New York, which he named New Age. Utilizing the same customer service strategies that had made Nata a success, business at New Age was strong, and like Nata, it quickly became an integral part of community.

Michael continued to consider additional opportunities for expansion, perhaps to a larger facility where he could justify an investment in a smart card system, an innovation that would provide him with a clear competitive advantage.  An existing laundromat was available in Far Rockaway, New York.  If Michael could become convinced that the location was feasible, taking into account the incidence of renters, competition, and crime, then he would once again need to determine how to handle the financing.  He had become troubled, however, about the high operating costs that were cutting into the profitability of his laundromats.  Moreover, Nata, which now had equipment that was fourteen years old, had shown slower growth in recent years.  The family business had become a much more significant element in his life, and at this point in time, he was uncertain as to what to do about it.
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