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Freight on the Move

How does the ability to move freight affect the economic health of a state,

region, and even a city? How are the supply chains of businesses impacted by More information
freight flow? And what challenges and opportunities does Minnesota face when

it comes to leveraging and strengthening its freight modes? Download this document

The 2016 symposium offered a thoughtful examination and discussion of and related materials from
those questions and explored other topics that relate to improved mobility the 19th Annual Freight and
in the state, including congestion, regulation, and labor shortages, and the Logistics Symposium:
value of all freight modes to the state’s economy. The symposium brought cts.umn.edu/events
together representatives from the public and private sectors to gain a better [freight/2016

understanding of freight flow issues.

The first presentation focused on the power of freight flow data in attracting
industry to a location and ways to use data in making a compelling case for
businesses to invest. Four industry experts from diverse organizations that
depend on reliable freight movement highlighted key concerns in the second
session, a panel Q&A. The symposium ended with a closer look at recent
election results and potential changes that may result. The pages that follow

offer a summary of those sessions.




Decision Driver
The Value of Reliable Data in Effective Supply-Chain Decision Making

With its roots in agriculture, Alabama may seem like an unlikely home for auto
manufacturers. Yet in reality, manufacturing accounts for a significant share of the
state’s economy, with auto plants as healthy contributors.

The decision by auto giants such as Toyota, Honda, Mercedes-Benz, and
Hyundai to locate their plants in Alabama was no accident, but instead it is a tale
about the power of data in making the case for economic development.

Symposium speaker Chuck Clowdis pointed to Alabama as a state that actively
pursued auto industry facilities by skillfully using data to show its strengths. As
managing director for transportation with IHS Markit's economics and country
risk sector, Clowdis helps connect public and private organizations to data that
maximizes their opportunities for success—whether that involves finding the optimal
location for facilities, better leveraging supply chains, identifying future prospects,
or attracting businesses, such as those car manufacturers in Alabama.

“If you are wanting to attract investors, if you are wanting to attract that person
who wants to put a plant or needs to put a plant in the Upper Midwest to your
county or city in Minnesota, then you need reliable data,” Clowdis says.

Presenting the data in a clear, compelling way helps all supporters to share the
story behind the numbers. One state uses a baseball-card-like summary.
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“[It] says, ‘Here are attributes of my
county,” he says. “Here’'s what we produce;
here's what we import; here is the proximity
to an intermodal ramp, for example; here
are the number of truck lines, the number of
railroads, the number of draymen, the closest
international airport.’ ... It is empowering,
because at the end of the day what we want
to do is attract jobs to counties.”

Different types of data are available from
diverse sources, Clowdis says, such as the
federal government, state agencies, planning

organizations, and commercial sources.
One key resource, the Freight Analysis Framework,

integrates data from a variety of sources to create

a comprehensive picture of freight movement among states and major

metropolitan areas by all modes of transportation. “If you are wa nting

|H§ offers Transearch, which compil.es 1.365 billion bits of data from Public to attract investors,
and private sources that can show multimodal goods movement; U.S. freight . .
flow information; commodity by volume, mode, and lane; truck flow sample data; if you are wa ntmg to
and supply-chain details, among other information, at national, state, county, city,  attract that person
and even zip-code levels.

who wan

Chattanooga, Tennessee, Clowdis’ hometown, turned to IHS for data to |0 ants to pUt
help convince Volkswagen to locate a plant in the city. The site selection firm a plantor n_eeds to
wanted to know the proximity of other automotive suppliers and the state of put a plant in the
the local labor force. The data helped show that the location worked well for U pper Midwest to

Minnesota—with companies that are global in scope and have strengths in yo_ur County or Clty In
many modes—is poised to adapt to changes that are coming, and, in the case of MlnnESOta, then you

e-commerce, changes that are already here. need reliable data.”
“There are compelling stories to be told about — Chuck Clowdis

Volkswagen’s need:s.

Minnesota. When you tell them with the support
of good data, good visuals, and sustainable
data that is reliable, then you can tell the
story a lot better,” Clowdis says, “and you
can convince that company to put that
plant here.”




Challenges, Issues, and Strengths

Minnesota’s Freight Competitiveness in Our Region

A featured panel discussion provided a closer look at the advantages,
disadvantages, and opportunities of moving freight as Minnesota-based
organizations.

Panelists

Justin Johnson (panel moderator), vice president of sales at

Bay and Bay Transportation, posed a series of questions to the
participants. With 15 years of experience in sales and operations,
Johnson currently manages all sales for each of three business units
of Bay and Bay.

Bruce Abbe, executive director of the Midwest Shippers
Association since 2008, previously worked as a consultant and
provided professional management services in agricultural policy,
health care, and communications.

Jim Carver, director of transportation for Land O’Lakes, Inc., has
worked in both the carrier and shipper segments in a variety of
roles. He currently provides leadership to transportation team
members, private fleet management, supplier and technology
selection and implementation, and capital budgeting.

Patrick Murray, director of supply chain and procurement with
Cambria Company, has worked as a professional in operations and
supply-chain management for more than 20 years. He currently
manages Cambria’s global raw materials planning, strategic sourcing,
procurement, logistics, warehousing, and production-fulfillment

activities.

George Schember, vice president of transportation and logistics
at Cargill, is responsible for transportation and logistics activities
across Cargill's four global regions and multiple modal groups. He
also is the process lead for the managed-goods movement and
storage area of Cargill's process organization.




Q: What does your organization do, and what is its impact on the
Minnesota market?

Bruce Abbe: The Midwest Shippers Association, established by the
Minnesota Legislature in the early 2000s to help spur growth in the specialty
grains industry, works to keep its sector globally competitive and capture
opportunities. Gradually the organization transitioned into a trade association
that covers a five-state region and includes 100 members. A number of its
members produce identity-preserved grains with specific traits that require
careful handling by plants and transportation by container to global markets.
“This whole area with new food safety regulations coming on across
the world, this need for identity preservation, for traceability, is flowing into
agriculture on a continual basis,” Abbe says. “So containerized shipping is really,
really critical.”

Jim Carver: Land O’Lakes began as the Minnesota Cooperative Creameries

in 1920, and has evolved into a true agricultural co-op with more than 10,000
members. About 90 percent of its product is shipped domestically, with private
fleets that haul milk and carrier partners. The company does business in
Canada, Mexico, and Europe, and is expanding into Eastern Africa and South
Africa.

Land O’Lakes also works with other companies that are also sometimes
competitors. “The agricultural world really is very integrated,” Carver says,
“and it's very much based on partnerships and relationships. Those are very
important to all of us at Land O’Lakes.”

George Schember: Cargill operates in many arenas, including food, agriculture,
trade, and industrial and financial products. “Generally, | would say we move a
lot of stuff,” Schember says. “We joke about ourselves as ‘Tons-Are-Us.... We
ship 45 million metric tons of product to ourselves, which is a different way of
thinking about it.”

Some main food segments for Cargill include cocoa and chocolate,
sweeteners, and oils. On the industrial side, the company supplies bio-based
transformer oils and ethanol in places such as India. It also is a large red meat
producer in the United States and a very large poultry producer outside the
country. In addition, Cargill provides feed for about one-third of farm-raised
salmon globally.

Patrick Murray: Cambria started 70 years ago in the dairy business but moved
into the natural quartz stone countertop business in 1999. The company has a
one-million-square-foot facility in Le Sueur, Minnesota.

“We don't manufacture anywhere else in the world,” Murray says. “We ship
throughout the world. ... In the North American market, we cover about 85
percent of the natural quartz stone market.”

Efficient freight movement plays a key role for the company. “In the Cambria

world,” he adds, “logistics make up a significant portion of the total cost of
our product.”
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Q: What advantages do Minnesota-based shippers enjoy versus
some of the other states?

Patrick Murray: Regional shipping has been helpful from a cost and compliance
standpoint, Murray says. “We can do the value-stream mapping, identify
challenges, and try to come up with solutions.”

George Schember: Minnesota offers many advantages, Schember says, though
the state does need to do better in attracting a more diverse workforce to the
industry.

“It's wonderful doing business in Minnesota,” he says. “We have laws. We
have labor talent. We have trustworthy partners. We have data and information-
exchange systems so that we can actually run our businesses. We have
infrastructure that is competitive on a global scale. We're a long way from a lot
of markets, but we can get there in a fairly efficient manner.”

Jim Carver: According to Carver, Minnesota’s educated workforce provides
the state’s biggest advantage, especially for finding transportation, logistics, and
supply-chain professionals. “This is a great place to be,” he says.

Bruce Abbe: The entrepreneurial side of Minnesota is strong, Abbe says. “It
goes right to our farmers, and the other companies that serve them. ... It's a
strength that you can build on and you should always try to support where you
can—and that’s outstate as well as in the Twin Cities.”




Q: When choosing to locate a facility in Minnesota, what factors do
you take into account, and is transportation one of those factors?

Jim Carver: “The labor market is pretty much key to any decision around a
facility,” Carver says, adding that transportation obviously is also a big factor.
“For us, it comes down to where are your customers, where is your supply,
where is your product coming from that is going to supply that plant, how is it
going to get there, what is the cost of moving it, and what is the cost to produce
what you are going to produce there.”

George Schember: Supply-and-demand factors are another consideration,
Schember says. For example, “Where’s the supply of seed, and where’s the
demand for the products off of the plants?”

Patrick Murray: “Our facility is always going to remain in Le Sueur as the
primary location,” Murray says, “and we will try to get as close as we can to that
facility from a logistics standpoint.”

Bruce Abbe: The situation is different for the Midwest Shippers Association,
Abbe says, because it is a trade association. “We have a very, very strong base
of Minnesota-based companies that are grounded where they are at,” he adds,
“close to their farmers—the people that produce, and those factors very much
enter into it.”

Companies want to do business in Minnesota, Abbe explains, but some
members must go beyond Minnesota borders to remain competitive. The key
to global competitiveness, he says, is access to all modes. Scoular, for example,
which is based in Minnesota, has global reach. The company recently built a
state-of-the-art plant for the food-grain soybean business near Chicago, where it
can get better access to containerized shipping.

“The labor market is
pretty much key to
any decision around a
facility.”

— Jim Carver




Q: Do you deal with any bottleneck points, whether it's freight
coming into or going out of the state?

Patrick Murray: The rail system is one of the biggest bottlenecks for Cambria,
Murray says. “We actually have a main rail line that is 50 yards from our back
door, but | cannot even use it,” he says. “It's hauling my product all day long, and
it just goes right by me, right up to Minneapolis, and then it comes right back
down using a van load or some other service.”

George Schember: “Some bottlenecks are economic and not just physical,”
Schember says, “and so we've advocated for more balanced and open switching
agreements between the railroads that allow us to serve more markets with
facilities. ... We could be sitting on a railroad that's doing switching with another
railroad right next to us and we can't access the market that second railroad
serves because, basically, we have an economic barrier. So | think you've got to
think about bottlenecks on multiple levels—physical, economic, policy.”

It also is important, Schember says, to pay attention to what other states
and nations are doing to eliminate their bottlenecks because it's a competitive
industry, regionally and globally. Other states, such as lowa, and other countries,
such as Brazil, are developing their infrastructure and transportation capability.

Jim Carver: According to Carver, bottlenecks also exist in the labor market, such
as with driver shortages, and in other ways, such as with truck weight restrictions.
Nearby states, for example, allow hauling heavier loads of milk. “That’s something
we haven't done as a state,” Carver says, “and it really does drive how we
compete with those states in that market. It makes it more difficult.”

Bruce Abbe: Abbe agrees that the issue of truck weight in Minnesota needs
more attention, especially given that other states allow greater weights.

He also says rail service is key to moving commodities, but the railroads have
run into their own challenges, trimming away at short lines. “We're not going to
build any more railroads around this country,” Abbe says. “We don't have the
land to go rolling through in any significant way, so we need to find a way to
utilize these systems more.”

Q: Is your company going to do anything different to address truck
parking?

Jim Carver: Land O'Lakes is evaluating its facilities for more parking, Carver
says. The company also is exploring the addition of driver facilities to make it
easier for drivers.

George Schember: Cargill generally approaches truck parking differently. “We
focus on scheduling and throughput,” Schember says, “and how we can get the
system moving faster because we are high-volume.”



Patrick Murray: Cambria has one facility, and there's a rest area next to the
building. “We actually have the first right of purchase for that rest area as we
expand,” Murray says. “Ultimately, for the blueprint of Cambria and our building,
we have designed a full truck-parking center—that’s two or three years down the
road.”

Bruce Abbe: The state needs to reconsider rest areas, Abbe says. “Shrinking
them isn’t the way to go.”

There are also parking issues on the river system, he adds. “One of the most
crucial issues for the barge system is where we park the dredging material.”

Q: What regulatory factors will pose a big impact on your business
as we move into 2017?

George Schember: The market adjusts to regulations, Schember says. “But
we just have to be realistic about what we are trying to accomplish with the
regulation and make sure the regulation delivers the benefit. Too often recently,
in the last 10 years, a lot of the regulations have come in and not delivered.”

Jim Carver: Food safety regulations will have the biggest impact from a time
and effort standpoint, Carver says, emphasizing the importance of evaluating
whether regulations lead to a societal benefit. “There's been a rush to change
the regulation before you see how the last regulation really panned out.”

Bruce Abbe: Food regulations affect Midwest Shippers Association members,
Abbe says, but they will learn how to adapt. “Food safety is important, period—it
justis,” he says, “so we need to deal with that.” Besides food regulations, he
points out, customs and border protection, complaints and dispute regulation,

and legislative bottlenecks also have an impact on shippers.




Boon ... or Bust?
What Can We Expect in 2017 in Light of the Election Results?

Both the federal and state political landscape changed with the election

results of 2016. But what do those changes mean for freight transportation?
Jason Craig, director of government affairs for C.H. Robinson, and Margaret
Donahoe, executive director of the Minnesota Transportation Alliance, offered
their insights. C.H. Robinson is one of the world’s largest third-party logistics
providers. The Minnesota Transportation Alliance is a statewide coalition of
organizations including local governments, businesses, labor, transit systems, rail,
waterways, and airports.

Trucking along: The national view
According to Jason Craig, trucking leads the way as the most dominant mode in
the United States, and most freight comes in or out of Minnesota by truck. So
what does the change in federal administration mean to the trucking industry?

“It is important to understand where leadership of the agencies is in terms
of the transition,” Craig says. Washington veteran Elaine Chao, who previously
served as Secretary of Labor (2001-2009), is the nominee for Secretary of
Transportation. “We do know she has a lot of executive experience,” Craig adds.
“She knows the rule-making process, and she knows how to operate in D.C.”

The Federal Motor Carrier Safety Administration (FMCSA), which regulates
the trucking industry, faces some uncertainty. Scott Darling has served as interim
head for the last 15 months, and it is unclear how long he will continue to serve
the new administration.

“The long and short of it is there is going to be a gap in leadership,” Craig
says, and that gap may slow any big changes. “When your companies and
agencies go through a transition and you have a temporary boss, do big things

happen? Not really.”
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There is speculation about what the administration might do with some
rules. Many of them are ready for implementation, such as the electronic logging
devices (ELD) mandate. “We see that as going forward,” Craig says, leaving only
a slim possibility for change should there be legislative or court intervention.

The ELD rule takes effect in December 2017. Announced in 2015, with a two-
year implementation, the mandate requires all commercial drivers, with some
exceptions, to keep an electronic log. “The industry is very concerned about
what the impact is going to be,” Craig says, including the cost and complexity of
implementation and the impact on capacity. “It's hard for people to get a sense
for the order of magnitude of this problem.”

Approximately 30 to 40 percent of drivers already may be using some type
of electronic log, according to a recent survey, and the rules allow for use of cell
phones to comply. Low-cost apps are already on the market, Craig says, with
one available for $175 plus $30 a month.

Other yet-to-be-implemented rules, such as those that relate to compliance,
safety, accountability (CSA) reform, speed limiters, and overtime, may receive
new attention.

Infrastructure investment also is important to trucking and will be a topic for

discussion at the federal level. “This was a big campaign promise,” Craig says.
“Is this really going to happen? Because you may or may not remember that we
passed a transportation bill, a five-year transportation bill that was a big deal in
December of 2015. It provided almost $225 billion dollars over five years—$43 to
$47 billion per year, depending on the year. They had a tough time paying for it.
So the question is, what are they going to do next?”

Since the transportation bill was authorized for a full five years, Congress
doesn’t have to do anything on the infrastructure, Craig points out, and there
isn't agreement on how to pay for it. “In terms of infrastructure funding at
the federal level, the only place | see it happening is tied to a corporate tax
reform bill and that has a lot of momentum,” he says. “But | have some healthy
skepticism about an infrastructure bill at the federal level.”

Pushing forward with momentum: The state view

The Minnesota Legislature, close to approving increased infrastructure
investments last year, faces a session that likely will bring continued discussions
about those investments.

Freight movement depends heavily on infrastructure, Margaret Donahoe
says. “We can't just increase the weight limits and expect the infrastructure can
handle that.” For example, many bridges in Minnesota were not designed for
heavier weights.

But a united front can make a difference. “If we can get everybody working
together to really push legislators to increase the investments to improve the
strength of the roads and bridges, we could have a real win-win for everybody,”
she says.

Though Minnesota has had some big construction years, that is not going
to last without some action at the state and federal levels to increase the
investments, Donahoe says. And while the highway trust fund will be increasing,
the purchasing power of those dollars will decrease significantly when adjusted
for inflation.

206,667

for-hire motor carriers

1,003,939

truck tractors

89%

with a carrier fleet size
of 1-5 trucks

0.1%

with a carrier fleet size
of 400 or more trucks

Note: LTL, courier, and private

fleets not included.

(Source: C.H. Robinson)
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Minnesota State

Highway Investment
Plan (MnSHIP)

2014-2033
Revenue available:

$18 billion

Total need:

$30 billion

2018-2037
Revenue available:

$21 billion

Total need:

$39 billion

The state is quickly falling behind in its infrastructure investment. The
Minnesota Department of Transportation 20-year plan projects revenue and
needs for the system. “When they came up with the plan for 2014 to 2033, the
funding gap was about $12 billion over 20 years,” she says. “The latest plan shows
that, yes, the resources are increasing, but so is the need. And so now the gap
has increased to $18 billion over 20 years.”

What's more, much of the investment is focused on maintaining and
preserving the existing system, with very little targeted for adding capacity or
expansion of the system.

On the positive side, Donahoe says, the state did establish the Corridors of
Commerce program to identify the corridors with the most impact on moving
freight throughout Minnesota. Thanks to some trunk highway bonding, the state
prepared some projects for construction, but funding has yet to be approved
for the actual work.

In the last few years, both the governor and legislative leaders expressed
support for transportation as a priority. “There were agreements between both
parties—at least on the highway side—that the shortfall is $600 million a year and
there should be a way to find that $600 million a year on an ongoing basis,” she
says. “But unfortunately there was disagreement about how to find that $600
million a year or how to fund transit, especially in the metropolitan area.”

In 2015, separate Minnesota House and Senate bills never emerged from
a conference committee. The Legislature then proposed a substantial capital
bonding bill as a way to increase funding for transportation infrastructure—
at least on a one-time basis—including some funding for the Corridors of
Commerce. “Unfortunately,” she says, “the bonding bill didn’t become law.”

In 2017, the GOP has a majority in the House and Senate—but only a one-
vote majority in the Senate—and the Democratic governor has veto power. As
a result, Donahoe says, it likely will take bipartisan cooperation to get anything
major accomplished.

For this year's legislators, health care and tax relief, as well as transportation
and infrastructure, are big issues. “There were a lot of candidates that were
asked about transportation, who talked about transportation during the
campaign season, who talked about the need for a long-term, comprehensive
transportation funding package.

“We need to keep reminding legislators that they didn't get the job done
that they promised to get done in the last biennium,” Donahoe concludes, “and
they have a really good opportunity in 2017.”









