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TIIIS JUST IN Plansfor rlvedront ln llmbo
Options eup'iring on cas'ino land,

BY ROBERT ANKENY
aNo ANnnnw Drptnnnrcg

CRAIN'S DETROI? AUSINE'SS

Contract options are expiring in
the city of Detroit's bid to buy land
on the east riverfront for perma-

nent casinos, leaving nervous
property owners wondering about
the city's next move.

InynE
Mayoral remarks
hint at a 'Plan

B.' See editorial,
Page 8.

manent casinos
will be built.

they're fearful that the city might
abandon the project - and them.

Now, with De- Twice in recent weeks, Archer
troit Mayor has said that if the acquisition
Dennis Archer process on the proposed s7-acre
expressing un- site can't be completed soon, he
certainty about will look elsewhere to cluster the
where the per- three permanent casinos.

WJR AM 760.
Archer was out of town late Fri-

day and could not be reached to
clarify questions about plans for
casino land acquisition.

"His position has not changed,"
said Archer's deputy press secre-
tary Michelle Zdrodowski. "Right
now, we're moving along, and he's
still optimistic that the casinos can
go on the riverfront.

See Casinos, Page 44

He was quoted as saying this in
a Detroit Free Press editorial board
interview and said it Jan. 31 in his
monthly "Ask the Mayor" show on

Chlldtime has new Ct0, Gt{}
The CEO and CFO of

Farmington Hills-based
Ghlldtlme Learnlng Genters
Inc. (Nasdaq: CTIM) re-
signed last week. The com-
pany hired retired Ptrlllp
Morrls USA President James
Morgan as CEO and presi-
dent and Leonard Tylka as
CFO.

The resiglations of CEO
and President Harold Lewis
and CFO Michael Yeager
were effective last Monday,
said Jennifer Maxwell,
Childtime's marketing su-
pervisor. Childtime had em-
ployed both executives
since 1991.

Morgan, who made his
career in the tobacco indus-
try, was president of Philip
Morris' domestic division
from 1994 to 1997, according
published reports. Morgan
testified several times dur-
ing class-action lawsuits
against America's tobacco
companies in 1998 and 1999.

Tylka has been a director
of Childtime since Novem-
ber 1990, according to the
company's proxy statement.
Tylka had been CFO of
Palm Beach Gardens, Fla.-
based Polar lce Entertalnment
Inc. since April1999.

Childtime employs 5,000
educators and child-care
providers at more than 3fi)
child-care centers.

h November, Childtime
reported sales growth but
declining profits. Second-
quarter sales were 933.7 mil-
lion compared with $28.8
million during the previous
year, but net income fell to
$603,000 from $974,000.

For the six months end-
ing Oct. 13, the company re-
ported sales of $79.5 million,
compared with $67.5 million
the previous year. Net in-
come was $1.8 million, com-
pared with $2.6 million the
year before.

At the time the company
said declining earnings
were caused by startup
costs for new centers, devel-
opment costs for the O:trord
Learning Centers tutorial
program, construction costs
and consulting fees.

-Brent Snouely

&eThis Just In, Page2

Antitrust
Gould snag
Select0are-
HAP HM(l

By Devrn BmxnoLz
CRA I N'S D ET ROIT BUSIN'SS

Health Alllance Plan's commercial
share of the Detroit area HMO
market will grow to 44.6 percent

from 34 percent if the U.S. Depart-
ment of Justlce lets stand HAP's
planned acquisition of SelectCare
lnc.

A source close to Troy-based Se-
lectCare said last week that the
odds have worsened to 50-50 that
the Justice Department will re-
quire a lengthy, in-depth antitrust
review of the deal rather than ap-
prove it after a routine examina-
tion.

"I think everybody expected the
deal to be rubber-stamped," the ex-
ecutive said. "We've all been
caught a little by surprise."

Justice has been reviewing the
sale for several weeks to ensure
that its components would not cre-
ate an anti-competitive concentra-
tion of membership in the area. A
department representative could
not be reached for comment.

SelectCare is being sold in two
pieces for about $80 million. HAP,
the area's second-largest health

\ realth of wheels
puts dealers in bind

Some rent sparefor unlsold, curs
BY MICHELLE Knnns

SPECIAL TO CRAIN'S DETROIT BUSINESS

l) ome Detroit area car deal-

\ ers, especially those repre-
Y sentingGeneral MotorcCorp.
brands, are bogged down with ex-
cess vehicle inventory, forcing
them to find more space to park
them and offer hefty incentives to
sell them.

A slowing economy, piles of
snow and, in the case of GM, a
problem-plagued
vehicle order-
ing sys-

Pun-Pun?
Special section
looks at what's
new at auto
dealers. PEgo 23.

a lot ofvehicle inventory
on the ground is like say-
ing the Titanic was tak-
ing on a little wa-
ter," said Ed Levy,

tem are con-
tributing to
the overload
of vehicles,
dealers say.

"To say
there's

dealer principal at Golllng Pontlae
cMc in Lake Orion. "We're chok-
ing on inventory."

Despite setting a record in 2000,
car and truck sales last November
and December began slowing;
January sales figures are expect-
ed to be lower than last year as
well. Nationwide, sales are pre-
dicted to drop 1 million units in

See Inuentory, Page 45

&e HAP, Page 44
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Noilhwesh Bushlikely
to intervene before strike
I From Page 3

Bush is more likely to appoint an
emergency board because the
AMFA is not a part of the AFt cto.
which has more political clout
than an independent union.

In 1997, President Clinton creat-
ed an emergency board to prevent
a strike by Amerlcan Alrllnes after
the 30-day cooling-off. American's
pilots union also is not alliliated
with a large, international union.

"It made a difference in the
American strike," Belzer said.
"They were isolated politically. So
is this union, so Bush would be
more inclined to step in."

Clinton did not intervene in the
1998 Northwest pilot strike. That
union, the Alr Llne pllots Assoclailon.
is in the AFL-CIO family, said
Michael Boyd, president of The
Boyd Group/ASRC., an Evergreen,
Colo.-based aviation consulting
firm.

"They were part ofbig labor, so
he let them strike. Same with
UPS," Boyd said.

If Bush does appoint an emer-
gency board, MacFarlane said. he
hopes it's at the end of the B0-dav
cooling-off

"That month is intended to make
both sides moderate and come to

an agreement," MacFarlane said.
"We can't do anything under the
Railway Labor Act to leverage the
company, so it would be wise to
stay out at least until that time.

MacFarlane said Northwest is
lobbying for an emergency board
to begin right after the National
Mediation Board releases the par-
ties. To counter that, the AMFA be-
gan a letter-writing campaign to
the White House.

The union is seeking a large pay
increase to make up for four years
without a contract. The previous
contract had wage concessions be-
cause Northwest was struggling at
the time.

But another reason the AMFA
and Northwest remain far apart is
that this is the union's first con-
tract with a major airline, Boyd
said. Northwest mechanics in 1998
dumped the Internatlonal Assoclailon
of Machlnlsts in favor of the AMFA.

"They have to drive a hard bar-
gain because they're trying to
make a name for themselves,"
Boyd said. "This is the first biggie
they've had."

Terry Kosdrosky: (JIJ) 44&1626,
tkosdros@rrain.com

Show: Economyisn't
worryirgboat dealers
f From Page S

"Last year, water levels and gas
were more a threat to our busi_
ness," Tripp said. "you hear a lot
of doom and gloom, especially with
the layoffs recently. But the econo-
my doesn't affect our business as
much as you think it would. at
least in this market. you have six
months of winter, which creates a
real pent-up demand."

Michigan has more registered
boats, more than I million, than
any other state.

Layoffs and less consumer
spending lower sales of small- to
midsize boats. But larger, more ex-
pensive boats are expected to sell.
So it doesn't have a huge effect on
profit margins, Tripp said.

"We might be a little off on the
units, but on the dollar, we expect
to do the same this year," he said.

With entry-level buyers a con-
cern, dealers say it's good the boat
show has for the first time a begin-
ner's display. The display has
boats for less than g200 and loads
of information on buying and own-
mg.

"We didn't think about the slow-

Dmnon Bolr Snow
Whafi The 43rd Annual Detroit
Boat Show; 300 dealers, more
than 1,000 boats, more than
600,000 square feet of floor
space,
When: Feb. 1G18.
Where: Cobo Center, Detroit.
Speclal event Charity Launch on
Friday to benefit Lighthouse of
Oakland County and Matrix Human'Services.

Hours: Noon-9 p.m. Monday
tirough Saturday, noon€ p.m.
Sunday.
Admlsslon: $9 for adults. Children
under L2 free when accompanied
by adult. Seniors over 62 admitted
free Monday
More Informatlon: Call the
Michigan Boating Industries
Association at (800) 224AOOA.
Charity Launch information is
availabfe at(248) 335-5400. Or
visit the association's Web site at
www,mbia.org.

down when we
planned it. We
were more con-
cerned about
people who
think boating is
only for fat
cats," said Van
Snider, presi-
dent of the Mtcht-
gan Boatlng In-
dustrlbs Asso-

clatlon. "We get more than 20 per-
cent of our audience every year
who are first-time attendees."

Whatever the logic, dealers hope
the display makes a dent in the
smaller boat market.

"That's great timing," said Tom
Walker, sales manager of Brennan
Marlne Sales in Harrison Town-
ship. "I think they should do it
every year regardless of the eco_
nomic outlook."

Terry Kosdrosky: (JtS) 446-1626.
tkosdros@crain.com

Gasi nos: Riverfront plans
in limbo as options expire
JFtomPage t

"But since the casinos must,
and will, be built, the mayor is
aware that he has to keep options
open," she said. Archer is count-
ing on permanent casinos not onlv
to bring in g24S million in taxe;.
but also to provide needed hotei
rooms downtown.

Offrcials for the casinos didn't
want to comment on the city's
problems buying the land south of
East Jefferson Avenue between
Riopelle and Chene streets.

If Detroit abandons plans to put
casinos on the east riverfront, the
city could face lawsuits by proper-
ty owners whose businesses have
been damaged or jeopardized by
the acquisition process.

Businesses such as the Soup
Kltchen, Woodbrldge Tavern and
Epoch Day Care Center have closed
and other companies that contin-
ue to face an uncertain future.

Marcia Cron, former owner and
operator of the Woodbridge Tav-
ern, closed her restaurant in Octo-
ber because ofa lack ofcustomers.
Cron's family had run the busi-
ness for more than 100 years, and
she tried to stay open as long as
she could.

Cron said she spends a lot of
time these days thinking about the
good times running the business
to suppress the "sick feeling" she
gets whenever she thinks about
what happened to her restaurant
and the area around it.

"Three years ago we had lines
out the door," she said. "But then
the city announced this, and
everyone thought the businesses
were closed. One by one, the busi-

llThe city's put
propew owners in

th,e position of
haaing no options.ll

Alan Ackerman,
comdemnatlon lawyer,

Ackerman and Ackerman p.C.

nesses closed up."
Cron said she signed an agree-

ment with the city and accepted a
10 percent deposit for the pur-
chase ofher land in late 1999. Cron
said she hasn't heard much from
the city since.

The agreement has an option
that expires in May, she said. Cron
said she couldn't see the city back-
ing out.

"I can't imagine the city moving
on now and starting something
new," she said. "That would take
forever, and these things would
never get built. It'll be very upset-
ting if they look elsewhere."

Cron said other property own-
ers have told her that some of the
options began to expire in Janu-
ary, and she is waiting to see what
happens with them.

"I can't make any decisions un-
til I see what direction this is go-
ing," she said.

Brian McDonald, who owned
and operated the Soup Kitchen, a
bar and restaurant near the Wood-
bridge Tavern, also said he has an
agreement. He closed his business
in July 1999 after he signed but

hasn't heard from anyone since
last summer.

"I haven't talked to anyone from
the city in a formal capacity in
months and months." McDona]d
said. "I'm on pins and needles
every day. It's been very destabi-
lizing because not only am I left
with a lack of income, but the onus
is on me to maintain the build-
ing."

McDonald said he couldn't dis-
cuss the details of his agreement
because of a confidentialitv
clause. Alan Ackerman, an emi-
nent-domain and condemnation
lawyer at Ackerman and Ackerman
P.C. in Tloy, represents property
owners who have yet to reach
agreements with the city and
some who have.

Either way, the uncertainties
have hurt property owners and
the city, Ackerman said,

"Options don't mean a thing,"
he said. "The city's put property
owners in the position of having
no options.

"Look for lots of damage suits if
the city backs out. It's been a dis-
aster.

"What it really did, if they ulti-
mately don't put casinos there, is
to have inhibited development
during a very good economic
time."

He said that if the city had
moved the cement plants to com-
plete planned parks along the riv-
er, there would have been develop-
ers "willing to put up high-rises in
the casino district right now.',

"Instead, they sat on it and real-
ly hurt people," Ackerman said.

HAP: Feds could halt Selectcare buv
J From Page 1

plan, has agreed to purchase the
health maintenance organization
portion ofSelectCare, while a sub-
sidiary of Blue Cross and Blue
Shield of Michigan is purchasing
the PPO. The Blues'subsidiary ii
PPoM t.t.C. in Southfield.

HAP and PPOM are buying the
health plan from St. John Heatth
System in Detroit, Wllllam Beau-
mont Hospltals in Royal Oak and
Oakwood Healthcare lnc. in Dear-
born.

The Justice Department review
is the last regulatory hurdle
standing in the way of the sale. In
November, the Mlchlgan Offlce of
Flnanclal and Insurance Servlces
gave its blessing after looking at
the financial viability of the com-
bined company. The sale was an-
nounced in August.

HAP and PpOM executives de-
clined to comment on the Justice
Department review. SelectCare
has no information on the timing
or prospects ofthe approval ofthe
sale, said John Bailey, president
of Troy-based John Balley & Assoct-
ates, SelectCare's public relations
consultant.

The HAP-SelectCare combina-
tion would create by far the De-

troit area's largest HMO.
The purchase would add Select-

Care's 140,189 local members as of
Sept. 30 to HAP's 460,681 members
for a total of600,820. The next clos-
est competitor, the Southeast
Michigan portion of Blue Care
Network of Michigan, has 83?.600
members.

The vast majority of HAp,s and
SelectCare's members are in the
commercial group business, as
opposed to Medicaid and
Medicare.

Combined, the two health plans
locally have 847,794 commercial
HMO members, or a 44.6 percent
share, of the Detroit area's 1.2 mil-
lion commercial HMO enrollees.
Blue Care Network's HMO mar-
ket share in Southeast Michigan
is 27.5 percent at 337,600 commer-
cial members.

HAP is the state's second-
largest group health plan, with
1999 revenue of $981.2 million.
while SelectCare is No. 7 in the
Detroit area, with 1999 revenue of
$242.5 million.

PPOM and SelectCare,s pre-
ferred-provider organization ilso
are the two dominant ppO net-
works in the Detroit area.

Frank Fitzgerald, commission-
er of the state Office of Financial
and Insurance Services, said last
week that the department has no
concerns that a HAp-selectCare
combination would inhibit com-
petition in the Detroit area.

From a broad view, HMOs com-
pete against all insurers, not just
other HMOs. Those competitors,
including Blue Cross and Blue
Shield of Michigan, offer a variety
of coverage, including HMOs,
PPOs and traditional insurance.

The Blues are the dominant
health insurer in Michigan, with
4.7 million members statewide
and 2 million members in Detroit.
Factoring in all insurers, the
HAP-SelectCare combination has
only a small fraction of the De-
troit area health insurance mar-
ket, Fitzgerald said.

The Justice Department, how-
ever, tends to look more at partic-
ular products rather than ihe to-
tal market, he said.

The state thinks mergers of
health plans are good because
they tend to strengthen the over-
all fiscal health of the companies
involved, Fitzgerald said.

Dauid Barkhotz: (J13) 44&0402,


