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Global

State support is helping Idaho
companies tap international |
markets By Martin Johncox

fter this magazine has fulfilled its primary mission of |
informing and entertaining readers, it might enjoy a second
career as insulation for a Chinese apartment or office building.

Idaho's Hamilton Manufacturing Inc. is doing brisk busi-
ness selling insulation made with newspapers, phonebooks [
and other publications to a real estate developer in Shanghai.
Insulation is in demand because China is experiencing a build-
ing boom, and over the past two years, acceptance of wood-
frame buildings has grown tremendously, says Tamara Harney,
who with her sister, Christy Hamilton-Eames, and brother-in-
law, Tom Eames, heads Hamilton's international efforts. The
company was started in 1962 by Harney and Hamilton-Eames’
parents, Gene and Gloria.
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IDAHO'S TOP
EXPORT MARKETS 2003

1. Canada, $361.9 million
2. United Kingdom, $349.6 million
3. Japan, $269.4 million

4. People's Republic of China,
$213.3 million

5. Singapore, $204.2 million
6. Taiwan, $131.4 million

7. Philippines, $78.4 million
8. Malaysia, $77.6 million

9. Korea, $61.9 million

10. Mexico, $55.6 million

Courtesy of Idaho Commerce and Labor

The insulation market is growing
thanks to U.S. efforts to convince Chinese
builders that wood-frame homes—which
require insulation—are as viable as con-
crete homes, Harney says. There is also a
growing interest in using insulation to
provide energy efficiency.

Hamilton is one of numerous Gem State
companies that have found a treasure trove
of international-trade opportunities over
the past five years. Led by an aggressive
effort from the Idaho Commerce and Labor
department, state businesses are thriving
in the world marketplace, where they are
selling everything from potato-storage sys-
tems popular in Argentina to utility billing
software popular in Newfoundland.

In 2003, ldaho exported $2.1 billion in
products to foreign countries—a 30 per-
cent increase over 1998. The jobs of more
than 50,000 people, or more than 8 per-
cent of Idaho's workforee, are tied to inter-
national trade.

“Economic development is the gover-
nor's No. 1 priority, and international trade
is exceptionally important to Idaho,” says
Roger Madsen, director of Idaho Com-
merce and Labor. “The opportunities aren’t
just for world-class companies such as
Micron Technology [a large memory-chip
manufacturer| and Simplot [an agribusi-
ness famous for inventing frozen french
fries|. Smaller companies are also improv-
ing their profitability and strength by
exporting.”

Efforts to build Idahe's international
trade were boosted in 1985, when the state
established the Department of Commerce,
with one person working part-time on inter-

national trade. In 198y, the Department of
Commerce (which this year merged with
the Department of Labor to become Idaho
Commerce and Labor) added five full-time
positions for international trade.

Canada and the United Kingdom are
the state’s top-two trading partmers, with
the next seven all from Asia, Madsen says.
China is an especially desirable market.
It's literally 1,000 times the size of Idaho,
with 1.3 billion people, compared with
Idaho's 1.3 million. Mexico, the No. 10
trading partner, is favorable because it's
nearby, and Governor Dirk Kempthorne
has good relationships with its leaders,
fostered via trade missions.

amilton Manufacturing’s success

in China is an example of how

Idaho's natural-resources-based
businesses, not just its technology compa-
nies, are benefiting from global trends,
says John Nordstrom, trade specialist for
Idaho Commerce and Labor. “In Asia, the
market for U.S.—type housing is really sky-
rocketing, and they really want American-
type building materials.”

Some Idaho companies involved in nat-
ural-resources-related endeavors, such as
Boise Cascade Corporation, have been
well-known for decades in international
circles, but now smaller companies such
as Hamilton are finding a trade niche, too.

For more than 40 years, Twin Falls—
based Hamilton has been turning old
newsprint, phonebooks and other paper
into hydroseeding mulch and building
insulation. All that went for American
buildings and lawns until the 25-employee
company began trading internationally in
1998 as a strategy to increase sales. Foreign
trade is now 20 percent of its business.

Although Hamilton started shipping to
the United Kingdom six years ago, the
company's international-trade business
really took off after a 1999 Idaho Depart-
ment of Commerce trade mission opened
doors with Yongye Enterprises, a large
developer based in Shanghai.

Hamilton has developed a good relation-
ship with Yongye, says Tamara Harney.
During the 1999 trade-mission visit, Mz.
W, head of Yongye, brought his entire
board of directors to meet with Harney. (In
the more formal Chinese business culture,
people use titles, and Harney always refers
to Yongye's top executive as “Mr. Wu.")

“They have a cold climate in Beijing—
just like Twin Falls,” Harney says. “Mr. Wu
took us to all his buildings that he’s work-
ing on, to see what we could do.
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Finally a Trail
Worth Walking

The Idaho Golf Trail offers six golf
courses, five scenic byways, four
river corridors, three gorgeous lakes
and two National Recreation Areas
- all in one incredible vacation!

FEATURED COURSES
Hidden Lakes Golf Resort
Sandpoint

Coeur d'Alene Resort Golf Course

Coeur dAlene
Circling Raven Golf Club
Worley

BanBury Golf Club
Eagle

Whitetail Club Golf Resort

McCall TR

Sun Valley Golf Course -
Sun Valley

Find out more at:
www.idahogolftrail.com
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“He's taken us under his wing and been
a huge asset. Our little comnpany does
$4 million a year in sales, and he's a $500
million company that sees an opportunity
and is trying to help us. Mr. Wu would say
it's destiny.”

Wu visited the Twin Falls plant to learn
more about Hamilton's operations, and
also sees potential for the hydroseeding
mulch product, Harney says. Dusty air is a
serious problem in Chinese cities. The
mulch assists revegetation of barren land
and helps keep dust down. In addition,
demand for mulch is growing as more
Chinese purchase single-family homes and
more cities start creating parks with grass.

Hamilton also sells to other Asian coun-
tries, and to Europe and South America,

= and it is developing markets in the Middle
= East. But international trade can be chal-
¢ lenging, Harney says. There is little stan-
£ dardization among Chinese ports, for

= example, and the company has had diffi-
= culty securing permission to bring insula-
¢ tion and hydroseeding mulch through

" some ports. Port officials are sometimes
5 unfamiliar with the fibers and wrongly

& assume they could carry pests, a typical
concern for wood products.

Also, insulation and mulch are expen-
sive to ship. They're relatively low in value,
yet take up a lot of space in shipping con-
tainers. It's unusual for an international
insulation company to be located inland,
but Harney says Idaho's relatively low cost
of doing business, combined with strong
international demand for building materi-
= als, makes it profitable to ship insulation
% such long distances.
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Cascade Toboggan Rescue Equipment
Company sells its products in 23
countries. The company moved to Idaho
two years ago after deciding to expand.

Idaho is one of the 15 least-expensive
states in the nation in overall business
costs, including per-capita state and local
taxes, energy costs and labor costs, accord-
ing to Economy.com.

“It costs less to produce in Idaho, and
we're close to our raw material source,”
says Harney. “It's extremely important for
us to keep our costs down so we can stay
competitive, We're so competitive, we also
ship to California and Japan, which also
produce paper mulch and insulation.”

nother small company succeeding
Ain international trade is Cascade

Toboggan Rescue Equipment Com-
pany of Sandpoint. The company, which
employs a dozen people and has annual
sales of more than $1 million, makes top-of-
the-line rescue toboggans—sleds for trans-
porting injured people. Ski resorts, ski
patrols and other rescue teams are the main
users of the toboggans. Occasionally,
though, a member of the general public will
buy one for sledding or pulling kids behind
a snowmobile with a towbar,

Toboggans have long been used to res-
cue people. But in the early 1960s, Victor
Bradley, a ski rescuer exhausted from lug-
ging injured people on heavy steel-and-
wood toboggans, began researching ways
to build a lightweight toboggan. Bradley's
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use of aluminum and fiberglass was inno-
vative, and he began selling the toboggans
in 1963.

Cascade has 98 percent of the U.S. mar-
ket and 40 to 50 percent of the internation-
al market for rescue toboggans, says presi-
dent Dana Jordan. The company has sold
its products in 23 countries, including
Spain, Chile, Japan, Austria, Australia, Can-
ada, Russia and Israel (yes, there is snow in
Israel). But because rescue toboggans are a
relatively small market—Cascade sells
around 500 toboggans a year—the compa-
ny also branched into outfitting cold-climate
rescue crews. It created its own line of
clothing, and it resells electronic equipment
such as avalanche rescue beacons.

Jordan attributes the company’s ability
to compete internationally to its history
and reputation. “Our products are known
and trusted, and that's important in inter-
national work,” he says. “It's not uncom-
mon to see one of our toboggans that's
been in use for 30 years.”

Cascade moved to Sandpoint from King
County, Washington (the county in which
Seattle is located) two years ago. The com-
pany needed to expand, but found that it
would cost $1 million in King County.
Jordan says the company looked at about
10 other towns before picking Sandpoint.
He says a can-do attitude from the Bonner
County Economic Development Corpor-
ation and local leaders made the difference.
Locals helped Cascade find property, find
employees and start relationships with
other local businesses whose work was
needed to support toboggan manufacturing.

“We thought that if we were going to
have to move out of King County, we'd
want to pick a place that we really wanted
to live, and Sandpoint has been great,”
Jordan says. “They let us know they were
interested in having our business. We
acquired commercial property by the air-
port in a brand-new building with room to
grow—all for 25 percent of the cost it
would have been in Washington, and it's a
nicer facility. Our business expenses are
lower; our labor costs are lower; and our
employees are happier.”

Idaho also has good places to test proto-
type toboggan designs, such as nearby
Schweitzer Mountain, Jordan says. Since
moving to Sandpoint, annual sales have
increased 30 percent a year, he says.

play an important role in the growth
of the state’s technology industry.
Micron Technology Inc. is the state’s sin-

I nternational business continues to
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There’s more for
Horizon Air
passengers to “C”

Horizon Air passengers now
have the convenience of
Boise Airport’s new
Concourse C.

This new concourse offers
Horizon Air passengers
multiple gates, plenty of

seating, and easy access to

retail and the food court.

Located at ground level,
below the food court, the
concourse provides a bright
and spacious facility for
departing and arriving
passengers.

Did we mention it’s close
to the food court?

Come “C” for yourself.

Boise Airport
| www.boise-airport.com
\
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Customers in Canada,
Mexico and Argentina
are turning to Hansen-
Rice Inc. for an “air-
envelope storage
system” that ensures
freshness for pota-
toes in storage.

gle biggest exporter, responsible for more
than a third of the state’s export business.

Micron is the second-largest memory-
chip manufacturer in the world, with
18,000 employees—io.000 of them in
Idaho. The company's 2003 sales were
$3.1 billion, with 55 percent of that interna-
tional and 45 percent domestic. A good
share of the worldwide sales dollars was
for semiconductors and modules pro-
duced in Idaho.

The company’s memory chips are in all
kinds of consumer products, such as desk-
top computers, laptops, cameras, cell
phones and PDAs, says company spokes-
man Dave Parker. A popular product is
removable flash memory, which plugs into
a computer's USB port, he says. It's about
the size of a person’s pinky and as easy to
use as a floppy disk, but typically holds
around 500 times as much information.
Micron has also started making imaging
sensors for digital cameras, which even
competing memory-makers are buying. For
example, Philips has started selling its own
tlash memory, installing a tiny Micron im-
aging sensor to create a simple 2-megapixel
camera that's just a couple of inches long.

AMI Semiconductor is another compa-
ny with a strong presence in the world
marketplace. AMI—which specializes in
making microchips for the medical, indus-
trial and automotive sectors, and had 2003
sales of $454 million—has 2,600 employ-
ees worldwide, with about half of those in
Pocatello. Manufacturing facilities in the
Philippines and Belgium, as well as small
design centers around the globe, round
out the company’s international presence.

“We are continuing to grow—in Idaho
and around the world—and we are contin-
ually looking for new international expan-
sion opportunities,” says company spokes-
man Arlen Wittrock. “We have a great
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workforce and are happy with the climate
Idaho provides for conducting business.”

Sapidyne Instruments Inc., a Boise
biotechnology company, is demonstrating
that smaller technology companies can
also grow their international operations.
This past summer, Sapidyne, whose sales
exceed $1 million a year, launched a
Japanese subsidiary, with three employees
initially. Started nine years ago in Boise,
Sapidyne makes testing equipment—such
as devices that measure the speed and
strength of biomolecular reactions—for
drug manufacturers.

Sapidyne's client base includes some of
the world's largest pharmaceutical compa-
nies, including Eli Lilly & Co., Biogen and
Amgen. Sapidyne has customers in eight
countries, including South Korea, Scotland
and Ireland, as well as in the United States.

The company employs approximately
20 people, including its Japanese workers,
says Sapidyne chief financial officer Pat
Doneen. “We see Japan as a very impor-
tant emerging pharmaceutical and
biotechnology market,” he says.

AMX International of Idaho Falls typi-
fies a homegrown Idaho tech company
that’s carved an interesting niche in inter-
national trade. AMX’s “Utiligy” division
focuses on utility billing software that per-
forms traditional tasks such as computing
the bill, and also does more advanced
things, such as recording online payments
and integrating customer information
with mapping systems,

But the real impetus for utilities to use
the software is that they are expanding
their product lines, says AMX spokesman
Jace Davis. Public and private companies
are scrambling to offer products and ser-
vices such as cable TV, Internet access,
renting out spaces atop water tanks for cell
phone towers and even selling energy-
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efficient lightbulbs and water heaters for
profit.

“If they're in a regulated market, they're
looking for ways to add profit centers and
be a one-stop shop for several services,”
Davis says. “They need to be able to bill for
all those utilities and services on one bill,
and we have a flexible billing engine that
allows them to bill for whatever they can
come up with.”

About 25 percent of AMX's work is
international. The company has been
serving foreign clients in various countries
from the time it started, in 1989. Found-
ers Jay Price and Andy MacKay began
their business by helping customers in
places such as Germany, Australia, Mexico
and Canada operate complex business pro-
grams developed by other companies, and
AMX still provides that service for clients
that have bought programs such as those
developed by PeopleSoft.

The Utiligy division was founded in
1999 and expanded to international work
three years ago. AMX has sold its Utiligy
software products and services in Qatar,
Guam, Newfoundland, Latvia, Canada,
Mexico, South Africa, Brazil, Saudi Arabia
and Jordan.

The 120-employee company has plenty

of competitors, but Davis says it remains
secure in its market, thanks to its breadth
of experience. “For example, we're able to
talk to our customers in Qatar about some
of the ideas that have been implemented
in Guam, so they can consider best busi-
ness practices in other areas,” Davis says.
“International business adds credibility to
our organization and shows we have expe-
rience working in different cultural and
business environments.”

AMZX, which is privately held and does
not disclose sales figures, needs an educat-
ed workforce, and the company's proxi-
mity to the Idaho National Engineering
and Environmental Laboratory means
trained people are always close at hand,
Davis says. In addition, Brigham Young
University—Idaho in nearby Rexburg sup-
plies interns, who often move into full-
time positions at the company.

“Idaho Falls offers a good quality of life,
and we can pay good wages, plus people’s
dollar goes a lot further in Idaho,” Davis
says. “We're 11, hours from Yellowstone
and Jackson Hole, and two hours from
Sun Valley, and if employees have young
families, it's an especially good place.”

Davis says Governor Dirk Kempthorne's
annuzl trade missions have been helpful

BOBE®IIATL

|
CAaCTOITe &
¢ MUIC. S J

AAYS LW o w il

| Aocdemic Fdge

| Boise State offers 90 bachelor’s programs and 37 graduate
degree programs ranging from pre-med to engineering,
business, education and the arts. Students can study abroad,
pursue a variety of intemship opportunities and partner with
professors on cutting-edge research.

\ B} ' I I T
i Sale M
Metropolitan Adverrboge P
Located in the heart of Idaho's capital city, Boise ~ § —
State is uniquely situated to provide a stimulating
education environment, opportunities to partner

with business and govemment, and a host of
cultural and recreational amenities for students.

|
|
|
|

iTB HORIZON AIR MAGAZINE IDAHO OCTOBER 2004

in opening doors for the company over-
seas, including a pending deal in the
Philippines that will double AMX’s size.

Or some companies, international

work is a relatively small part of the

business, but it's welcome work that
contributes to the bottom line and adds to
the cachet of the company when it seeks
domestic work.

Hansen-Rice Inc., a construction com-
pany in Nampa, just west of Boise, started
in 1983 and serves the agricultural, high-
tech and wood-products industries. While
the diversification puts added demands on
the company, it has insulated Hansen-Rice
from the ups and downs of any one indus-
try, and the company has grown from
fewer than 1o employees to between roo
and soo, depending on the number of
contracts at any particular time.

Hansen-Rice prides itself on its reputa-
tion for integrity, and points out that it still
has several of the clients it attracted when
it was founded. These customers include a
Washington state corrugated-cardboard
producer that has hired Hansen-Rice for
37 major projects over the decades.

It is Hansen-Rice's patented method for

SUN
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* Non-stop flights to Sun Valley
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storing potatoes, however, that has led to
international business. The company's
“air-envelope storage system” guarantees
freshness for potatoes in storage by care-
fully controlling temperature, ventilation
and humidity. Hansen-Rice's first interna-
tional job was building a storage facility in
Canada in 1993. In the potato industry,
word-of-mouth still carries a lot of weight,
and the company soon found itself build-
ing more air-envelope-storage buildings in
Canada, Mexico and Argentina.

Chief operating officer Burke Hansen
estimates that the international business is
less than 1o percent of sales, which are esti-
mated to be $75 million this year, but for-
eign contracts help Hansen-Rice in other
ways. International work adds to the com-
pany’s reputation and helps it obtain dom-
estic work, says Hansen, who is the son of
founder Dan Hansen. The company does
8o to 85 percent of its work outside of Ida-
ho, and has worked in 34 different states.

“We are unique for a construction com-
pany in how far we travel and chase jobs,”
Hansen says. “We tout that we can be a
one-stop shop regardless of where they're
building, and that we're capable of serving
any of their needs. International work helps
bolster the reputation of your company.”

he state’s most famous industry—

potatoes—has not only helped Idaho

companies get foreign business, it
has atiracted foreign companies to Idaho.
Last year, German company Grimme, the
world's single biggest manufacturer of pota-
to planting, cultivating, harvesting and stor-
age equipment, finished purchasing Spud-
nik Equipment Company, a potato-equip-
ment manufacturer founded in 1958 in
Blackfoot, which is between Pocatello and
Idaho Falls. In January, Grimme, which
employs 220 at Spudnik, opened a
120,000-square-foot factory/research office
facility in Blackfoot and is looking to expand
production there, It plans to move some
jobs from Damme, Germany, to Blackfoot.

“You hear about companies exporting
jobs, but we're importing jobs, building
more components and thinking about
building more machines and components
in Blackfoot,” says company spokesman
Frank Dorenkamp. “Idaho is the main
area of potato production worldwide, and
it gives us added credibility when we can
say our equipment is manufactured here.”
Grimme, with annual sales of $170 mil-

lion, holds 5o percent of the potato-equip-
ment market outside the United States,
and thanks to the acquisition of Spudnik,

Grimme is also now the largest U.S. manu-
facturer. Prior to the acquisition, Grimme
was No. 3 in the United States.

Grimme’s German-made machines are
more complex than those manufactured in
Idaho, and the sophistication is necessary
in sticky European soils that complicate
harvesting. Spudnik’s equipment, on the
other hand, is simpler, higher volume and
well suited to other kinds of soils.

“It's nice for us to be here, because Rus-
sia and China will use Idaho as a role mo-
del for distribution, since the state’s potato
industry is experienced in distributing
across large geographical areas,” Doren-
kamp says. “Our global strategy is to react
to market trends, and it makes sense for
us to build the machines here.”

rimme isn't the only foreign com-

pany seeing opporturity in Idaho.

The most famous example is
Grupo Modelo, which is building a malting
plant in Idaho Falls. Most Americans are
familiar with Grupo Modelo’s Corona beer,
the top imported beer in the United States.

Grupo Modelo’s presence in Idaho

had its genesis in Governor Dirk Kemp-
thome's May 2001 trade mission to Mexico.
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State, federal and local agencies collabor-
ated to create incentives for Grupo Modelo,
including a commitment to spend
$500,000 to extend a spur off the main
railway line to the Idaho Falls plant site
and to spend $600,000 to acquire land for
the plant. The money came from the state-
funded Rural Development Initiative and
the Regional Development Alliance, a con-
sortium of elected officials and business
leaders from seven Idaho counties. The rail
spur is under construction, and Grupo
Modelo is spending an estimated $80 mil-
lion to build the plant, which is expected to
be completed next year.

Grupo Modelo uses two varieties of
malting barley for its brewing operations.
One variety is available from farmers in
Mexico and is malted by Grupo Modelo at
several locations. The other variety is
grown primarily in the northern United
States. To ensure a consistent supply of
malt, Grupo Modelo decided to build a
malting plant close to the U.S. barley sup-
ply, says Jay Engstrom, administrator for
the economic development division of
Idaho Commerce and Labor. It is more
cost-effective to ship the processed malt
than to ship the barley to Mexico to be
processed, he says. Idaho farmers pro-
duce a very consistent and high-quality
malting barley, and that is one of the pri-
mary reasons that Grupo Modelo located
the operation in Idaho.

The highly automated plant is expected
to employ 25 to 30 people, but the real
economic benefit will come from the
plant’s purchasing about $17 million of
batley a year from Idaho farmers.

“We're trying to promote Idaho as a
place for business expansion, whether for-
eign or domestic,” Engstrom says. “Idaho
doesn’t have a long history of foreign
investment, but we look forward to doing
more of that, and there’s a particular
opportunity in Mexico and the Pacific
Rim. Any time you can increase the mar-
ket for your products, the better off you
are. And these days, the impact of the
global economy hits everyone. We have to
get our products on the international
market if we're going to survive. Everyone
from the farmer to the high-tech CEO
recognizes that.” i

Martin Johncox is a Boise writer,

For more information on doing business in
Idaho, call Idaho Commerce and Labor. Soo-
842-5858, or visit www.idahoworks.com. Hori-
zon Air (800-547-9308, wwwhorizonair,
com) flies daily to cities throughout Tdaho.





