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Investors look to health field

Companies that service health-care providers show excellent profit potential as country ages

By Ann Meyer
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March 17, 2008

Patty Riskind's Internet company is getting physicians to improve their bedside manner.

Her 3-year-old Evanston company, PatientImpact LLC, surveys patients about their experiences at a doctor's office, clinic or hospital, and delivers the results to health-care providers so they can improve their practices.

The response rate from patients is 45 percent, much higher than other online surveys typically receive, said Riskind, the firm's chief executive who self-financed the start-up. "Patients rarely get surveyed when they go to the doctor, so it's like, 'Wow, the doctor is asking for my feedback,'" she said.

PatientImpact is one of about 100 young companies presenting at the Midwest Venture Summit on Monday at the University of Chicago Gleacher Center, 450 N. Cityfront Plaza Drive, and Tuesday at the Sheraton Chicago Hotel and Towers, 301 E. North Water St. The event includes a prize of $70,000 to one company in honor of angel investor Bob Geras' 70th birthday.

Eye on segment

Health-care start-ups are well represented this year, and many investors have a keen eye on the segment.

"One out of every six dollars [of gross domestic product] is going into health care. That's worth paying attention to," said Brian Scullion, principal at William Blair & Co. in Chicago.

The market for health-care innovation is growing rapidly with the aging of the population, said David Koo, senior partner at RoundTable Healthcare Partners, a health-care-focused private-equity firm in Lake Forest. The 65-and-older segment represents about 13 percent of the total U.S. population but 45 percent of the nation's health-care expenditures. The segment is expected to hit 20 percent of the U.S. population in about 20 years, he said. "There are lots of interesting ways to play on that trend," he said.

Targeting providers

Instead of marketing to those consumers directly, companies that target health-care providers might have an easier time making money, Koo said, because 87 percent of health-care expenditures are paid for by government or private insurance. As a result, many business-to-business health-care start-ups are being created.

Medical Technology Systems Inc., a Chicago start-up, is looking for $500,000 to $600,000 in investment funds to bring to market an automated wheelchair seating system that reduces pressure sores by alternating posture approximately every 10 minutes.

"There are a huge number of elderly people who are going to need to sit in wheelchairs, and this system will improve their quality of life," said Mohsen Makhsous, co-founder and chief scientist who is also an assistant professor in the department of physical therapy and human movement sciences at Northwestern University.

The company has received several grants from the National Institutes of Health, but now needs funds to produce the product and roll it out to market, said Steve Wasko, president of Wasko Associates, an executive adviser to the company.

The start-up plans to sell its product, the Intelligent Pressure Ulcer Prevention Cushion, to wheelchair users through hospitals, rehab centers and therapists. But Makhsous also sees future opportunities for similar seating systems in cars, trucks and airplanes that will help prevent lower back pain among travelers.

In Summit Argo, Sword Diagnostics has raised $4 million so far and is looking for $2 million to $3 million in new investments to expand its diagnostics product line and ramp up sales and marketing, said President Dave Dingott.

The company's Saber Detection System uses a special spectroscopy plus the company's own detection chemistry to increase detection sensitivity by more than 1,000 times. The technology makes it easier to study biomarkers in low concentrations to detect cancer, unstable angina and other diseases earlier, Dingott said.

Internet-based services

Although new medical devices and pharmaceuticals generally take years to develop and launch, many entrepreneurs are finding easier ways to tap into the growing health-care market with information companies and through Internet-based services designed to improve the patient experience, said investor Koo.

"Clearly, there is a role for a company with slick IT solutions to get a piece of the pie," he said.

Emile Cambry Jr., who just finished course work at Northwestern University's Kellogg School of Management, is launching SavvyDoc.com with partner Dr. William Dorsey. The Web site will let patients make appointments online with doctors and dentists and provide a platform for doctors to present profiles or videos, said Cambry.

The site, currently in private testing, is loosely modeled on OpenTable, which gives consumers a way to make restaurant reservations online, he said. Patients will be able to log on to SavvyDoc.com to see when a doctor or dentist has an opening.

"The physician isn't charged unless someone attends that appointment," said Cambry, who is looking for $3 million to roll out the concept to 10 major markets.

Meantime, Riskind at PatientImpact hopes to raise $3 million to $5 million from investors. The company serves about 1,400 providers, and Riskind projects the number will grow to 3,500 this year.

Growing interest

The company has received growing interest from hospitals this year because of a new government requirement for patient satisfaction information, said Riskind, who worked in the health-care industry for 20 years, providing information for strategic planning and marketing. Government scores will be available to the public, spurring many providers to turn to PatientImpact's private assessments.

Most of PatientImpact's surveys are delivered and completed via e-mail. Doctors pay for the feedback because they want to know where to improve.

"We've seen physicians change their behavior," Riskind said. When they see low scores, they might turn to their peers and say, "What are you doing differently? What should I be doing?" she said.
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