Fitting In

Small businesses find purpose
in growing economy

By Chris Bouneff

ighteen months ago, Touch the Moon
opened its doors as one of the only specialty
baby clothes stores in Boise. At about the
same time, a similar shop opened across
the street.
Owner Jil Sevy expected tight competi-
tion, and she got it. In addition to the imme-
diate threat a block away, Boise’s mall area continues to
grow with national chains offering baby items, giving
Sevy more rivals to monitor for selection, price and
service.

But nearly two years later, Touch the Moon, which
called on BSU’s Idaho Small Business Development
Center for marketing help, and its nearby competition
are still in business. Sevy’s clientele continues to grow
steadily, and the store’s sales figures meet her business
plan’s projections.

That two stores offering similar services can survive
across the street from each other, and in the shadow of the
mall, has to be a good sign for the economy. But how good

Small businesses such as Eagle Drug Store

- . (formerly Orville Jackson’s) operated by
people like Wayne Crosby, left, can still com-
pete with the big-business big boys.
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is it for the economy?

Small businesses comprise the
vast majority of businesses in
Idaho, according to statistics
from the state Department of
Labor.

More than half of all busi-
nesses in Idaho employ four or
fewer people, and 90 percent
have 19 or fewer employees.

But in terms of economic
growth, small firms often reflect
Idaho’s health more than con-
tribute to it.

Forabetter understanding, we
need aneconomics 101 refresher
from Boise State University pro-
fessor Charles Skoro. Don’t
worry, though, this time around
you don’t need to take a mid-
term.

Economistsclassify businesses
under two categories: primary
and secondary industries, Skoro
says. Primary industries top the
economic ladder because they
sell goods and services outside of Idaho,
bringing money into the state. That revenue
passes on in wages or when the company
purchases goods and services from local busi-
nesses.

Secondary industries, which form the ma-
jority of small businesses, support primary
industries directly or indirectly, such as a
local contractor that supplies a service or
product to a primary industry like Hewlett-
Packard Co. Retail and other service indus-
tries also give employees of primary indus-
tries places to spend their money.

Yes,secondary industries often create jobs,
especially in a growing economy. And they
generate tax revenue for state and local gov-
ernments. But stagnant or down times high-
light the down side of secondary industries
— they also take business and jobs away

Kevin Learned, who helped reorganize
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from each other, having little net effect on
the economy.

“Generally, it’s incorrect to think about
these secondary industries as driving the
economy,” Skoro says.

When the Boise mall area opened, for
example, people looked forward to the new
jobs and shopping. But the economic impact
wasn’t as extensive as expected because the
mall retailers took away shoppers and em-
ployees from downtown stores, leading to a
decline in the downtown area’s economic
health.

Andrather than generate money for Idaho
companies, the large national and regional
retailers took their profits out of state, limit-
ing overall economic growth in Idaho.

HP, Micron Technology, the Idaho Na-
tional Engineering and Environmental Labo-

What to do About it. Students in the club

RMC, with 35 1
once was the three-
person team of Jimenez
right, and Pattie and
Michael Lukes.

ratory and many other household Idaho
names are prime examples of primary indus-
tries.

HP and Micron sell products internation-
ally, bringing money into Idaho. INEEL
attracts money from the federal government,
which in turn supports the economy of east-
ern Idaho.

Such businesses clearly drive Idaho’s
economy. Although firms with more than
250 employees comprise barely 1 percent
of all Idaho businesses, they employ about
38 percent of the work force and distribute
43 percent of all wages paid to Idaho resi-
dents.

m:pmnm ﬂmlm. ” he says.
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These firms deservedly get the
headlines, but the big guysaren’t
the only ones that entice money
to Idaho.

Look outside the media spot-
light, and you might be surprised
to find small businesses in the
primary sector that make valu-
able, albeit smaller, contribu-
tions.

Their exact impact is hard to
measure because of high tum-
over among small businesses,
says economist John Church, a
BSU adjunct professor and ex-
pert on Idaho’s economy. Most
small businesses fold before a
year is out.

And “over time small busi-
nesses don’t remain small busi-
nesses,” Churchsays. “Theyusu-
ally become big businesses if
they’re successful.”

Such is the path that Rocky
Mountain Communicationsison.
In 1995, the Internet provider
occupied the bedroom floor of co-founder
Shane Jimenez, then a Boise State business
student. At the time, RMC was one of only
three Internet providers in Boise, a market
ripe for picking.

The business steadily grewin the Treasure
Valley and throughout Idaho. Then it li-
censed its services outside Idaho and now
has a presence in five states, pulling money
into Idaho. A separate pay phone business
also operates 2,000 phones in eight
states.

RMC, which once was the three-
person team of Jimenez and co-
founders Michael and Pattie Lukes,
employs 32 people in Boise and occu-
pies about 4,000 square feet of office
space with plans for expansion.

“We’ve grown large enough that
we have to manage people and re-
sources,” Michael Lukes says.

The traditional model starts with a
small company growing, such as with
RMC. But in entrepreneurial Idaho,
even one person who never forms a
permanent company can contribute.

Susan Berube started in business by mar-
keting a new fuel that her brother-in-law
invented. After several years and help from
Boise State’s TechHelp program and local
engineers, she evolved from selling the fuel
to developing an innovative backpacking
stove that Coleman, the outdoor recreation
company, snapped up.

Coleman’sinitial payment, and future roy-
alties if the stove is built, benefit a small
number of people in Berube’s company —
four to be exact. But Berube plans to rein-
vest her wealth in a new venture, which will
inject new capital into Idaho.
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“I"d love to hook up with another start-up
that’s interested in going beyond the small
business image,” Berube says.

Although primary industries control
Idaho’s economy, don’t overlook secondary
industries.

The bulge of such businesses, whether a
small mom-and-pop operation or a national
retail chain, signals that allis well in Idaho —
we’ve got money to spend.

‘Small businesses ... we

really help define the

community, at least the

downtown area.’

“We’re a magnet for firms that want to
sell a product,” Church says.

Whichis why Touch the Moonis no fly-by-
night business. While big retailers fill our
needfor mass-producedshopping, small busi-
nesses fill the niches that chains can’t. True,
the economy might not notice if Touch the
Moon closes tomorrow; the store only em-
ploys three people on a part-time basis. But
you might notice.

Want a cute baby outfit that you can’t find
anywhere else? You can try the large chains,
but their clothing is easily found anywhere.
For the unique, you have to try Touch the
Moon or another specialty small business.

Skoro says small
businesses are more a
sign of economic health
than a contributor to it.

And there you have what small business
truly adds to Idaho — consumer choice and
a better quality of life.

Restaurants, retail, wine bars and coffee
shops where you sip alfresco and watch
the world walk by all enhance the quality of
life, and they increase the state’s livability,
attracting more businesses to Idaho.

They also help build community.
Micron is a good corporate citizen,
sponsoring many community events
and contributing to educational
and charitable causes, but you can’t
walk into Micron and talk to CEO
Steve Appleton about putting a
poster in the window for your fund-
raiser. Micron is too large and im-
personal.

But you can reach Jimenez, if he
isn’t too busy that day. And you can
always find Sevy at her store and
talk with her about your event. Such
businesses form a personal identity and con-
tribute to the feel of your neighborhood and
city.

“Small businesses ... we really help define
the community, at least the downtown area,”
Sevy says.

Community-building is just one of the
many facets of small business in Idaho. They
do add fuel to the economy; after all, Micron
Technology once qualified as a small busi-
ness. They cradle innovation, as Berube’s
backpacking stove shows.

They also flavor our lives, helping us enjoy
life in Idaho a little more. And that’s not a
bad niche to fill. Q
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