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CAN MAGIC JOHNSON AND DOZENS OF
OTHER VENTURE CAPITALISTS SEED
AND MENTOR ENOUGH ENTREPRENEURS
TO FILL DOWNTOWN DETROIT?

By R.¥. King &/ Photographs by Fustin Maconochie // Hlustrations by Sean MeCabe

etroit was the Silicon Val-
ley ofits day. The automo-
tive, aviation, film, and
medical industries com-
plemented a landseape
rich with engineers, sci-
entists, inventors, and re-
searchers, There seemingly was nothing the city
couldn't manufacture on a global scale.

Priorto V-E Day, Detroit produced more cars,
planes, parts, machinery, film, and drugs than
any other place on the planet. But in the sunmer
of 1945, with the official end of Warld War 11, the
city'’s mercurial growth streak succumbed to the
economic laws of supply and demand.

Detroit, the “Arsenal of Democracy,” was left
with too many factories, too many workers, and
not enough jobs. Compounding the problem was
the fact that the plants that had generated hun-
dreds of thousands of planes, tanks, trucks,
weapons, and ammunition occupied large
swaths of land within residential neighborhoods.
During the war, smart urban planning had taken
a backseat to arming soldiers on the front line.

After the war ended, Ford Motor Co., the
world’s largest producer of aircraft, quickly with-
drew from the aviation sector. The antomaker
was nearly on life support, due 1o mismanage-
ment — Henry Ford's security chiel, Harry Ben-
nett, was effectively running the company, while
the patriarch’s grandson, Henry Ford II, had yet
to prove he could assemble a team to realign the
conglomerates prodigious manufacthuring oper-
ations to the production of cars and trucks.

General Motors, Chiysler, Packard, and the

other automakers quickly followed suit. The avi-
ation industry soon consolidated on the West
Coast. The pattern was repeated with the film
industry (automalkers no longer sought to ereate
their own commercials) and drng manufacturers
(bigger players took over). Parke Davis in De-
troit, which developed the modern medical labo-
ratory and produced millions of pills and medi-
cations, was eventually folded into Plizer Inc.

In hindsight, the city and region should have
done more to maintain economic diversity, but
demand for consumer goods didn't perk up until
the 19508 As time went on, rising family wealth,
combined with raeial tensions exaggerated by
real estate agents, saw the great migration of De-
troit residents to the suburbs, Left behind were
empty factories, empty homes, empty stores, and
a fairly unskilled workforce, Some say Detroit
went from LO to 0.0.

“Detroit really led as acity to show how people
#o to work every day, how to build incredible
cars, and on, and on, and on — and we've got to
get back to being that leader onee again,” says
Lansing native Earvin "Magic” Johnson, chair-
man and CEO of Magic Johnson Enterprises,
and a general partner of Detroit Venture Part-
ners in downtown Detroit. The latter group is
investing heavily in an innovative business ineu-
bation laboratory that secks to generate enough
high-paying jobs to fill 1 million square feet of
downtown office space in the next 10 years,

Setting the stage for a comeback in the mid-
708, city and business leaders embarked on an
urban transformation that is now entering its
fourth — and perhaps most exciting — phase. In
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1977, Henry Ford I, along with numerous cor-
perate partners, opened the Renaissance Center.
A decade later, Mike and Marian Ilitch were the
harbingers of an entertainment revival, And in
1996, GM traded its corporate home in Detroit’s
New Center for an address at the RenCen.

“The city had been in an economic freefall for
years, and it wasn't a question of when things
were going to get better, but rather how bad it
was going to get,” says Matt Cullen, president
and OO0 of Rock Ventures, part of the Quicken
Loans empire now centered in downtown De-
troit. Cullen, GM's former manager of economic
development, was the catalyst of the automaker’s
$500-million acquisition and development of
the RenCen for its international headguarters.

“Detroit will never be what it once was — the
global epicenter of design, manufacturing, and

“We need more Michigan companies like Quicken Loans
that take a real hard, long look at how they can make
Michigan better, and how they can make Detroit better. |
signed up with Quicken Loans because this is a company
that is not only successful in terms of driving revenue,
hut also it's a company that has a heart and soul. It wants
to make sure Detroit is a better city”

. Today.be s chairman
andCEQotMagic

production — due to changing economic condi-
tions. But we've been witness to enormous prog-
ress over the last 15 years,” Cullen says. “The GM
move ereated the confidence for many other
things to occur, like Compuware Corp. (moving
from Farmington Hills to a signature downtown
commercial center), the stadiums, the revitaliza-
tion of the riverfront, the Book Cadillac hotel,
and the casinos”

INCENTIVIZE THIS

In August 2010, Tim Smith was in a sour
mood. He had recently acquired a majority stake
in Skidmore Studio and was anxious to move the
ereative design group from Royal Oak to Detroit.
He was tired of the resistance and of experiene-
ing what has become a common practice among
real estate brokers (and has been verified by

businesses and residents, especially transplants)
since the 1967 riots: purposely bypassing De-
troit. Low properly values, after all, lead to low
commissions.

“The common refrain was: ‘Do you really
want to do that?'” Smith, president and CEO of
Skidmore Studio, recalls from a conversation
with a broker, “That kind of attitude just made
me more determined to do something.”

Walking around downtown, he noticed a “For
Lease” sign on the Madison Theatre Building,
sitnated across Broadway Street from the Detroit
Opera House and a short walk from Comerica
Park, Dan Gilbert, founder and chairman of
Quicken Loans Inc, was in the process of acquir-
ing the ornate, five-story structure, Built in 1917,
the commercial building and a neighboring
maovie palace were the forerunner to the central
business district’s entertainment industry.

The 1,800-seat classical revival theater was
torn down in mid-2000 as the adjoining office
building, complete with a marquee, underwent a
slow, yet steady, renovation. The challenge with
the Madison — like most every property down-
town — was that the city and its nonprofit devel-
opment agency, Detroit Econemic Growth
Corp., were required to contribute funding to
every restoration. Without financial incentives,
high renovation costs couldn’t be overcome.

“Before | knew of any incentives, 1 was alveady
looking to move downtown,” Smith says from his
corner office overlooking Grand Circus Park.
“The incentives made it easier for me to justify
the move, but I would have been downtown re-
gardless, Theres a vibe here, a sort of raw energy,
that’s contagious. In downtown Royal Oak, we
were at the back end of the whole hipness and
cool thing.’

Moving 24 employees into the fourth floor of
the Madison last September, Smith set out to
preserve everything, That means exposed steel
beams, brick walls, and terra cotta tiles in the
ceiling. A 700-pound Cinema Scope camera that
was bolted to the floor is being refurbished. The
slate surface of a table in the kitchen came from
a pool table. There's even a metal staircase that
once led to the fifth floor (the opening was cov-
ered over for privacy reasons). “It was cool, so we
kept it,” Smith says.

If downtown Detroit is ever to become a thriv-
ing urban metropolis, incentives such as those
provided by the New Economy Initiative for
Southeast Michigan to lure businesses like Skid-
more Studio must eventually subside. “You ean
never [completely] eliminate incentives, as they
are needed whether you're in Paris or London.
But once you see them reduced, it will show that
the downtown district is a success)” says George
Jackson, president and CEO of Detroit Economic
Growth Corp. "It means we've turned the corner















