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UM MedicalCenter, Henry
Ford rank hidrly in suruey

Local hospitals, led by
the Unlvarslty of Mlchlgan
Medlcal Genter and Henry
Ford Hospltal, were well-rep-
resented on this year's list
of Best Hospitals, as
ranked by U.S. Ne&rs &
World Report.

UM ranked eighth na-
tionally in clinical excel-
lence, earning top-50 status
in 16 of l7 medical special-
ties and top-10 finishes in
cancer care, geriatrics, res-
piratoly care and ears,
nose and throat.

Detroit-based Henry
Ford and Wllllam Boaumont
Hospltal in Royal Oak also
fared well in the national
competition.

Henry Ford placed in the
top 50 in nine specialties,
including cancer, heart
and neurology. Henry Ford
Hoalth syst€m President
and CEO Gail Warden said
the company has attracted
doctors such as Mark
Rosenblum in neuro-
surgery and Doug Weaver,
a heart specialist, capable
of recruiting top talent.

Henry Ford's l4th-place
finish in the heart proBram
rvas the highest in Michi
gan, a notch ahead ofBeau-
mont. Beaumont earned
top-50 status in seven spe-
cialties.

UM is gratified by its
eighth-overall finish be-
cause 96 percent of the sys-
tem's care is rendered to

'Michigan residents, said
Gilbert Omenn, M.D., exec-
utive vice president for
medical affairs at UM. He
said the award gives IIM a
Ieg up in marketing its spe-
cialty services statewide.

Other local hospitals on
the list were Harp€r Hospltal
in Detroit for cancer; Provl-
dence Hospltal & Medlcal
center in Southfield, diges-
tive care; Catherlno McAuley
Health System in Ann Ar-
bor, hormonal and urology;
Rehabllltatlon Instltute of
Mlchlgan in Detroit, rheu-
matoloBy; and st. John
Rlvervlow Hospltal in Detroit,
the smallest winner in the
bunch, for geriatrics.

- Dauid Barkholz

See Thb Just In, Page 2
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To thevictor
go thetoils
I{ ent goaernor enp ected
to fane touglt cho'ices
to fin state budget crunch

BY AMY LAND
CA P I TO I. CO R IIE SPO N D E NT

LANSING - Critics of Gov.
John Engler say he'll leave the
state the same way he fottrtd it:
with a projected billion-dollar
budget shortfall looming just
about a year away.

Dngler says any shortfall for
Irscal 2fi)4 is a "molehill" com-
pared with the $1.9 billion he
had to contend with in 1991.
The actual deftcit in '91 turned
out to be far less.

The gap between spending
and revenue isn't making big
headlines going into next
rveek's primary, but it's central
to the next governor's term.

"The biggest issue for the
state in this election is the bud-

InsruE
Early-retirement
brain drain
expected to hit
state, Pago 17.

get," said
Craig Garth-
waite, an
ecotronist
with Publlc
Sector Consul-
tanls Inc. in

Lansing, a nonpartisan public-
policy think tank. "Without fix-
ing this gap, ... any other spend-
ing initiatives cannot go on."

After taking oflice in Janu-
ar.y, the next governor"s hscal-
2004 budget proposal will be
due around mid-March.

"You're going to essentially
be hitting the ground running,
and runrring uphill very hald,"
Garthwaite said.

Last week, Engler signed
bills to balance the fiscal-2003

See Budget, Page 24

Pfizer-Pharmacia fallout
Gould be Rx for small firms

BY LAURA Barlrv
C RAT N'S DT:T RO I T AUS'NESS

Hlstorically, mergers of big
pharmaceutical companies in

. Michigan have given life to
small biotechnology companies
when disgruntled or laid-offsci-
entists left. Experts say Pflzer
Inc.'s acquisition of Pharmacla
corp. is likely no exception.

The human fallout from the
proposed merger's cost- and job-
cutting likely will help lrll the
dearth of professional and busi
ness talent needed to steer the
products of small new compa-
nies through commercializa-

tion, said Jan Gensheimer, exec-
utive dilector of the Ann Arbor-
based industry group MlchBlo.

"They have pharmaceutical
experience; they know how it
wor ks," she said of the scien-
tists and executives who could
leave the two companies in the
wake of the acquisition. "Many
scientists don't know how to
bring a product to market."

A 1999 study on Michigan's
life-sciences indush'y identifi ed
the state's lack of business tal-
ent to lun the fledgling compa-
nies as the lalgest obstacle to
success.

See Pftzer, Page 24
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Ventule capital: Money can help, but eontrol is lost
aFrom Page I

Before signing off on venture
capital as a kiss ofdeath, though,
consider this: Without the quick
infusion ofcash and expertise that
follow, growth can move at a
snail's pace, if at all.

So, with apologies to William
Shakespeare: To VC or not VC?

"When we decided not to close
the financing, we were like, 'Oh,

man, what are we doing? Did we
just kill the company?' " Mansilla
said. "Chances are, though, I don't
think we'd be in business now had
we taken the funding."

Mansilla said whatUseek posted
Fevenue of about $1 million in 2O0l
with l0 employees and is profitable.

And although he insists that
venture capital would have been a
curse for his company, others con-
sider it a blessing.

Take Troy's clarlty LL.C., for ex-
ample. The company makes soft-
ware used by companies to elimi-
nate background noise on any
device that uses a microphone.

Started as an incubator compa-
ny by the Birmingham-based ven-
ture-capital firm Sloan vontures
Lt.C., Clariff just frnished a round
offund raising that yielded about
$9 million.

The growing company will use
the money to help sustain it until
next year, when President and
CEO Raymond Gunn said he ex-
pects revenue to reach between
$2.5 million and $5 million and the
company to be profitable.

"If it weren't for Sloan and our
other investment partners, this
technology would not be on the
market today," Gunn said.

And there are venture capital-
ists out there. Ann Arbor's EDF
Ventures Group L.L.C., which has
three funds valued at a total of
$125 mi[ion and a portfolio of 14
companies, plans to invest in five
to six more in the next 12-18
months, said Mary Campbell,
founding general partner.

But EDF won't invest in any fly-
by-night companies, she said.

"All investors were to some de-
gree rushed into investment ac-
tivities in the past," Campbell
said. "So many ideas and business
plans were presented in such a

VnnrunE cAPrTAr
DOlryN SHARPLY
The number of venture capital
investments being made this year
is down drastically from last year,
according to data from
VentureWlre, a company that
tracks venturecapital spending.
Venture capital is money invested
in a company by a group of
investors, with the expectation that
the company eventually will be sold
at a profit or taken public.
ln the second quarter, 2143 private
companies based in the United
States ralsed $5.1 billion in
venture capital, just over half of
last year's second{uarter total of
$9.8 billion raised by 850
companies.
The latest numbers available for
Michigan from the Prlccwater-
houeeGoopers/fhomson Venturs
Economlcs/Natonal Venture
Gapltal Aseoclailon Money Tree
suryey showed that during the first
quarter of 2002, nine companies
in Michigan received about $28.4
million in funding, with the average
deal worth about $3.2 million.
Second{uarter numbers are not
yet avallable.

short time that to not react meant
potentially losing money through
missed opportunities.

"But those days of drive-by due
diligence are over. Now it's back to
the basics of using hard work to
build a company."

So is now a good time to seek
venture-capital funding?

Well, it depends on several fac-
tors, said Seema Chaturvedi, man-
aging director ofthe Troy-based Ac-
celorator Group LLC., a consulting
company that helps younger busi-

nesses achieve
prohtability.

The factors?
Determining

how fast you
want your busi-
ness to grow, be-
ing able to dem-
onstrate that
you have cus-
tomers and hav-

lng a solid management team, she
said.

"Besides having a good manage-

ment team, you have to prove your
concept convincingly, and the best
proof you can show investors is
that someone actually paid for it,"
Chaturvedi said.

And businesses seeking venture
capital had better be ready go un-
der the microscope.

To ensure a return on invest-
ment and reduce risks, venture
capitalists are involved in company
operations, often bringing in a
management team or consultants.

As venture capitalists have tight-
ened their purse strings in favor of
focusing on companies they al-
ready have money in, they've also
tightened their grips on companies
they invest in, Chaturvedisaid.

"The oversight has definitely
been enhanced," she said.

Venture capitalists want to
make sure their investrnents are
being spent to improve the compa-
ny, Chaturvedi said. Scandals such
as those at Enron Corp. and World-
Com Inc. have many in the business
world second-guessing every sin-
gle number.

All the oversight by venture
capitalists is exactly what scares
many companies away, forcing
them to get funding from other
sources: grants, banks or individ-
ual investors who stay out of day-
to-day operations.

Companies that have survived
the past two years without venture
capital complain that they would
lose control of their companies, in-
cur excessive expenses and be sub-
ject to too many distractions.

"We were pretty much starting
to feel like we would be phased out
of our own business." Mansilla
said. "And that's the reason you go
into business, because it's your
thing. We were starting to feel like
it wouldn't be our thing anymore."

Steve Glauberman. CEO and
president of Ann Arbor-based En-
llghten, said he wanted to keep con-
trol ofthe company he founded in
1983. Enlighten, a Web develop-
ment and marketing company, has
about 50 employees in Ann Arbor,
posted revenue of more than $6
million and has a client list that in-
cludes Audl of Amerlca, The Walt Dle
ney Co. and Pulte Corp.

"I didn't want to take that route,
because I felt we could grow the
business organically at a pace that
would enable us to keep core val-
ues, quality and control," he said.

bor's Onllne Tech-
nologles Corp,,
said his compa-
ny stayed away
because of what
it considered ex-
cessive projec-
tions that would
have caused it to
go on a spending
spree on things

such as hiringnew executives.
Online Technologies Group pro-

vides Web hosting and is an Inter-
net service provider. Bond said he
didn't want to release exact fig-
ures but said the company report-
ed at least $1 million in revenue
last year.

"Venture capitalists look for
huge returns, and that's a tremen-
dous amount of pressure for a com-
pany to absorb," Bond said. "Our
group wasn't willing to promise re-
turns on investments that seemed
to be beyond anyone's reasonable
expectations."
. . Jay Harrison, president of
SoutMield-based Internet opera-
tlons center Inc,, said his company
stayed away from venture capital
for yet another reason: The focus
of the business can shift from de-
veloping new products and ser-
vices to appeasing the venture
capitalists.

The Internet Operations Center
offers Web hosting and server co-
location and also is an Internet
service provider. The company
posted revenue of $10.6 million last
year, Harrison said.

"If you're out looking for ven-
ture-capital funding, then that
means you're not dealing with
your customers," Harrison said,
"because you have to go to the
venture capitalists and sell your
business plan instead of working
for customers to deliver that
plan."

Andrew Dietderich: (313) 446-
03 I 5, adietder ich@arain. com
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Red Gross: Chapter reorg artrzes to eliminate deficit
I From Page 3

The nonprofit started the year
by cutting its largest expense:
wages and benents. It cut 16 sta-ff
positions at all levels and in all de-
partments except fund raising,
said Letha Williams. whose own
job title changed in the 2ffi2-2003
organizational plan from director
of planning and marketing to chief
strategy and growth officer.

In the 2ffi1-2002 Red Cross struc-
ture, she was one of 14 employees
reporting directly to Laverty, Un-
der the new plan, frve executives
report directly to Laverty. Nearly
half of the local chapter reports to
Williams, and another large chunk
reports to the chief hnancial and
administrative offrcer.

The chair of volunteers, senior
executive assistant and a yet-to-be-

hired chief development offrcer will
round out the sta-ff members who
report to Laverty, Williams said

"What we're doing is allowing
our CEO to focus more on the fund-
raising things he needs to be do-
ing," Williams said. "He had so
many people reporting to him that
he couldn't get to everything else."

That will be especially impor-
tant in the new business plan,
Williams said. because the Red
Cross is changing its fund-raising
emphasis from using dtect mail to
soliciting major gifts.

But focusing on that, Laverty
said, requires a CEO to get out and
talk with potential donors.

Besides freeing Laverty to raise
funds. the local offrce will start de-
veloping new revenue sources this

year, he said.
Laverty has a reputation for

building relationships and increas-
ing revenue, said James Krueger,
senior vice president ofthe chapter
services network at the American
Red Cross in Washington.

In his previous post in Madison,
Wis., Laverly and his staff started
a home-care program for patients
with hemophilia and a baby-sitter
training program. Together, the
new ventures created annual rev-
enue ofabout $850,000.

The challenge here, Laverty
said, is finding the business oppor-
tunities that fit the organization's
mission and serve the needs of
populations the Red Cross is al-
ready working with. To that end,
the agency created a position for a

businessdevelopment director to
lead the social-entrepreneurship
venture.

Williams said the nonprofit has
some ideas up its sleeve but isn't
sharing them yet because they're
in such early stages.

"It can create a new wedge in the
revenue pie," Laverty said. "We're
trying to position ourselves for
growth."

It won't happen immediately.
The 2$2-2ffi3 budget anticipates a
$467,000 shordall, the fourth year
in a row ofdeficits.

But if all goes as planned, the
Red Cross plans to be in the black
by June 30, 2004.
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