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18th Annual Freight and Logistics Symposium
Thinking Globally, Acting Locally

Leveraging Minnesota’s Strengths to Confront
Future Freight and Logistics Challenges

Introduction
Today’s global economy is fast-moving and more competitive than ever, and it also
is more metropolitan-centered than ever. The ability of the nation to prosper is
increasingly dependent on the economic performance of its urban areas, which
account for a large amount of the economic productivity in the United States today.
But much of the critical infrastructure connecting U.S. metropolitan areas to
resources and markets resides in rural regions. Federal, state, and local transportation
programs must reflect the increasing interdependence between rural and urban places
by maintaining and improving these vital linkages to ensure we can move goods
efficiently and reliably.

Leaders and experts from all walks of transportation came together at the 18th
Annual Freight and Logistics Symposium to discuss the challenges, progress to
date, and future opportunities the industry faces as the United States shifts from a
highway-centric transportation program to one that is becoming multimodal-focused
in response to changing economic and demographic trends.

Presentations
Economic Competitiveness and Freight’s Metropolitan Future
« Adie Tomer, Fellow, Metropolitan Policy Program, The Brookings Institution

MnDOT Update: Implementing the New Statewide Freight Plan and Action Agenda
« Bill Gardner, Director, Office of Freight and Commercial Vehicle Operations,
MnDOT

Panel Discussions

Local Perspective on Global Economic Shifts

Moderator: Mark Berndt, Consultant and Outside Sales Representative, Quetica, LLC

Participants:

« Vanta E. Coda II, Executive Director, Duluth Seaway Port Authority

o  Emily Jerve, Research Analyst, Minnesota Department of Agriculture

o Lorrie J. Louder, Senior Vice President of Business & Intergovernmental Affairs,
Saint Paul Port Authority

o Adam Redlin, President, Midwest Global Trade Association

Implementing the New Statewide Freight Action Agenda

Moderator: Gina Baas, Associate Director, Center for Transportation Studies
Participants:

« Senator Scott Dibble, Minnesota Senate

« Bill Goins, Worldwide Account Manager, FedEx

« John Hauslauden, President, Minnesota Trucking Association

o Tim Henkel, Assistant Commissioner, Modal Planning and Program

Management, MnDOT
Center for Transportation Studies Editor: Michael McCarthy Writer: Nancy Strege Designer: Angie Kronebusch
200 Transportation and Safety Building Photos: Shutterstock
511 Washington Avenue S'_E" Minneapolis, MN 55455-0375 The University of Minnesota is an equal opportunity educator and employer.
Phone: 612-626-1077 E-mail: cts@umn.edu Web: cts.umn.edu This publication is available in alternative formats, if requested.

Recycled paper with 30% postconsumer waste.



Economic Competitiveness and Freight’s
Metropolitan Future

Domestic trade in the United States is vital to the health and vibrancy of the nation’s
economy, yet surprisingly, very little is known about this economic driver. With
exports and imports of more than $3 trillion in international goods and a staggering
$17 trillion worth of domestic goods traded between regions, these numbers show just
how critical trade is to the U.S. overall, but in particular, the importance of the trade
occurring within the country’s borders.

National trade statistics generally look only at how the U.S. trades with other
countries, explains Adie Tomer, a fellow at The Brookings Institution Metropolitan
Policy Program and a member of the Metropolitan Infrastructure Initiative. “When
an airplane built in Seattle by Boeing is sold to Delta Airlines in Atlanta ... we can’t
see that anywhere in our trade statistics. We think that’s a major shortcoming in this
data” Without a full understanding of how these trade networks work together, he
adds, leaders in both the public and private sectors cannot develop targeted freight
strategies and transportation investments to support the extensive supply chains that
underpin the U.S. economy.

Metro-level trade analysis

In its Metro Freight Series, Brookings Institution researchers, including Tomer,
addressed these deficiencies in their study of various aspects of trading relationships,
specifically, trade at the metropolitan level. Their findings help better explain how
communities relate to each other and what their freight needs might be moving
forward, and help drive home the importance of trade in economic terms. “We now
have a powerful new way to look at trade data that tells us something about freight we
didn’t know before,” Tomer says.

In particular, this research shows that large metropolitan areas are where trade,
particularly goods and services in advanced industries, concentrates in the United
States, with 80 percent of traded value starting or ending in these areas. “These are the
power-packed locations that drive where we are going in the future—everything from
industrial output, where people work, and where their families will grow up,” Tomer
says. “This has huge implications for how freight moves in our country and how we
approach it”

Far-reaching costs of congestion
Because large cities are where the bulk of economic activity resides, it is not surprising
that they also are where most traffic congestion occurs. And while clogged roadways

Large metropolitan
areas are where
trade, particularly
goods and services
in advanced
industries,
concentrates in the
United States.

— Adie Tomer

More information

The Brookings Institution
Metro Freight Series:
brookings.edu/research
/reports2/2015/06
/metro-freight



Thinking of freight
at a metropolitan
scale

The largest 100 metropolitan
areas in the country take up
only 12 percent of our land
mass, but contain 66 percent of
our population and represent
three-quarters of our GDP.

“The precision
instrument
industry is your
economic lifeblood

in many ways,
even though in
some ways it is a
relatively small
industry”

— Adie Tomer

inconvenience and frustrate commuters, they also impede the movement of trillions
of dollars in goods traveling between different markets. In fact, Tomer points out, the
congestion in one market can actually hurt regions hundreds or even thousands of
miles away.

And, the problem will only get worse. The Brookings research indicates that urban
trucking is continuing to grow, and already is far outpacing passenger vehicle-miles
traveled. This increase directly coincides with the rise of e-commerce and the use of
digital communications to manage shipping for logistics firms such as UPS and FedEx
and major private shippers such as Walmart.

Metropolitan freight planning

Historically, Washington has not paid attention to the areas of congestion around
major freight hubs at urban cores, Tomer says, but it will be more important than ever
for freight investment to be targeted at these choke points. Additionally, metropolitan
leaders, along with their state and federal peers, must begin to “design policies to
address the new reality of the modern metropolis.”

While there is no blueprint for metropolitan freight planning across the country
as of yet, Tomer concludes, the new Metro Freight research data available will greatly
help direct these efforts. “With this data, combined with the U.S. Department of
Transportation’s new freight strategy—which I believe is the best freight document to
come out of [Washington] D.C. in a while—we might finally get smart about freight
investments.”

Brookings analysis illustrates vital role for freight in
Minnesota and Minneapolis-St. Paul metro

Adie Tomer, citing new data from the Brookings Metro Freight Series, says
Minneapolis-St. Paul is the primary freight hub in the Upper Midwest. The metro
area produces and consumes a wide range of commodities, with an extensive freight
infrastructure that transports goods to and from regional markets and around the
world.

The total goods trade for Minnesota involves $393 billion worth of goods moving
in and out of the state. While it’s an average freight-producing state with several clear
industrial strengths, there is some disjointedness across industries. “Basically,
Minnesota has certain things it does well and certain things it does not do so well,”
Tomer explains.

Tomer illustrates this using industry location quotients (LQs), which are one way
of quantifying how concentrated an industry is in a region compared to a larger geo-
graphic area, such as the state or nation. Industries with high LQs and relatively high
total job numbers typically form a region’s economic base. For example, the LQ for
energy products in Minnesota is 0.3, indicating that the state mostly buys petroleum
and coal from other parts of the country and the world. Similarly, the LQ for
transportation equipment is 0.4, which suggests that Minnesota buys this equipment
from other places and does not manufacture most of it.

In contrast, the LQ for precision instruments in Minnesota is 2.5. “That is off
the charts,” Tomer says. “This shows that [the precision instrument] industry is your
economic lifeblood in many ways, even though in some ways it is a relatively small
industry” Other Minnesota industries with relatively high LQs include agriculture,
food, and wood industries. “These will continue to produce great value for the state
as well”



Perspectives on Keeping Pace with
the World Market

Minnesota was once well-known for its raw-material-based
economy dominated for more than a century by the mining
of most of the world’s soft-iron ore. The state’s economy has
since evolved to one based on finished, tradable goods and
services that have helped Minnesota remain a viable player
in the global marketplace. Area experts describe some of
the challenges and opportunities confronting the state as it
works to keep pace and succeed in the world market.

The power of ag

Agriculture is one key force behind Minnesota’s vibrant
economy, with about a third of the state’s cash receipts
generated from agricultural exports, says Emily Jerve,
research analyst with the Minnesota Department of
Agriculture. The department works directly with various
businesses, including food processors, packagers, and
producers, to help move these important assets to market.

The Ag Department also embraces a number of
partnerships with state and regional trade groups and other
federal and state agencies. “We tap into these when
planning trade or buyers’ missions,” Jerve explains. “But
the broader point is that we have a lot of networks—this is
where we get the most value for Minnesota companies to
help promote agriculture exports.”

Many of these ag exports move by barge down the
Mississippi River, starting at the St. Paul Harbor. The much-
anticipated opening of a third Panama Canal channel
sometime this year will open up major Asian markets to
Minnesota shippers, adds Lorrie Louder of the Saint Paul
Port Authority. For a port city like St. Paul, which is more
than 1,300 miles inland, “the time and cost savings will be
enormous.”

Infrastructure demands
While the Panama Canal expansion is a positive, the big
challenge of keeping the infrastructure firm and healthy
remains. “Our business customers tell us that if we can’t
provide [reliable infrastructure], in this case, dock walls,
then they will take their business elsewhere,” Louder says.
Every four years, the American Society of Civil Engi-
neers comes out with a report card depicting the condition
and performance of the transportation infrastructure in the
United States. “We are at a D grade nationally—Minnesota
is at a C;” says Vanta Coda, executive director of the Duluth
Seaway Port Authority. “State by state we are going it alone.
We have to talk about an integrated policy, but we're
fragmented, and that’s not going to work. Ultimately, to get
back to number one, we need to lift together”

Consistent freight flows
Along with the aging infrastructure problem, first- and
last-mile connectors—including roads, railways, bridges,
and tunnels—are falling behind 21st century needs and
are threatening state and national global competitiveness.
Adam Redlin, president of the Midwest Global Trade
Association, stresses the importance of maintaining
consistent freight flows and reducing infrastructure failures.
“Every single time we have an outage,” he says, “we open the
door to increased competition from other countries.”
Agricultural goods, in particular, are very time
sensitive. “This is why, although we don't directly play a role
in the transportation planning, as far as an overall
well-defined network approach to freight investment in
infrastructure in the U.S., we support some type of long-
term strategy, Jerve says.

Critical public/private partnerships

“Supposedly, we have an intermodal transportation system,
but the money and planning does not flow that way,” adds
Mark Berndt, with Quetica, LLC. “We are moving in that
direction, but we are not there yet. We have to advance the
notion of the public sector funding more last-mile
[infrastructure] and use those public/private partnerships
to develop modes across systems.”

Louder, who agrees that such public/private partnerships
are critically important, predicts new and unique collabo-
rations will shape the future for major freight investments
across the country. “Since the [federal government] is not
as engaged as we would like it to be, and we know there are
challenges with an aging infrastructure,” she says, “we have
to pull ourselves together and work to create some
consistency in our partnerships.”




“We need to
find ways to
make the freight
transportation
system more

efficient ”
— Bill Gardner

Minnesota’s family
of plans

In addition to the statewide
freight plan, MnDOT is

in the process of updating
the Statewide Multimodal
Transportation Plan and the
Minnesota State Highway
Investment Plan. All of these
plans are components of the
Minnesota GO 50-Year Vision
for Transportation, which
focuses on quality of life,
environmental health, and
economic competitiveness.

Minnesota GO 50-year vision:
dot.state.mn.us/minnesotago
/vision.html

State Freight System Plan:
dot.state.mn.us/planning
/freightplan

Statewide Multimodal
Transportation Plan
(SMTP) and the Minnesota
State Highway Investment
(MnSHIP): dot.state.mn.us
/planning/smtp-mnship

MnDOT Shares New
Statewide Freight Plan
and Action Agenda

Between now and 2040, annual freight
tonnage in Minnesota is expected to grow
by 80 percent and place exponentially
greater stress on an already-congested
system. Projections like this make it
critical that the Minnesota Department of
Transportation (MnDOT) plans now to
maintain an integrated, efficient, multimodal transportation system in the future. For
these reasons, Minnesota recently updated its statewide freight system plan, which
provides a new policy framework and strategies to guide planning and investment in
various transportation modes.

To explain the plan, Bill Gardner, director of the MnDOT Office of Freight and
Commercial Vehicle Operations, points to the newly developed freight action agenda,
a document that houses all of the freight plan recommendations in a single place.
Moving forward, the action agenda will serve as a guide for plan implementation and
will drive freight system improvements for the next 5 to 10 years.

Reducing transportation costs
As part of the freight plan update, MnDOT gathered input and gained insights from a
variety of stakeholders via outreach efforts including interviews and case studies with
key players in the freight community. “One of the benefits of doing a plan like this is
to energize our stakeholders and broaden the circle of people we normally talk to,”
Gardner says. “What we heard consistently throughout [our discussions with these
groups] is that we need to find ways to make the freight transportation system more
efficient, specifically to reduce the cost of transportation for Minnesota shippers.”
Minnesota shippers’ main concerns revolve around system reliability, safety,
congestion, bridge and pavement condition, and economic development, Gardner
reports. “There were needs identified for all modes, but highway issues topped the
list,” he says. “We’ve done a good job reaching consensus regarding some of the issues
we face as a state for freight, and also the strategies that are identified in the freight
plan as ones that we can rally around”

Identifying key strategies

The freight action agenda identifies 30 strategies for advancing freight in Minnesota,
with overarching objectives related to partnerships, communication, system
connectivity, asset management, safety, and freight and community balance. With 30
strategies, this plan is somewhat aspirational, Gardner says, and advancing the
policies within it will require a lot of different stakeholders to come together.

“As a DOT, we tend to default to discussion about infrastructure and funding that
infrastructure, which is an important discussion,” he adds. “But what I have heard
today is that there are a whole variety of public policy issues—be they workforce
development, energy policy, industrial development policy—that are part and parcel
to the whole transportation system.”

While such issues are not the bread and butter of the DOT, Gardner concludes,
they are areas MnDOT is willing to work on with others.



Implementing the New Statewide
Freight Action Agenda

We're all aware of our rapidly aging transportation
infrastructure and its detrimental effect on freight
movement in Minnesota and the nation. According to
MnDOT assistant commissioner Tim Henkel, we need
to have serious discussions about revenue in relation to
freight and passenger travel in this state to implement the
new statewide freight action agenda. Henkel, who oversees
modal planning and program management, says without
that conversation, MnDOT can only preserve the system,
unable to tackle the many strategies in the action agenda.
“While I welcome the conversation about new
[revenue] sources and other ways of doing business and
I support efforts for us to look at those things that do not
necessarily require investment,” he says, “we need to think
about the future needs of our transportation system and
support additional funding to be able to meet those needs.”

Need for public dialogue
Minnesota state Sen. Scott Dibble, chair of the Senate
Transportation and Public Safety Committee, agrees, adding
that there is particular need for more discussion among
policymakers about the industries and commodities that
currently drive the state’s economy as well as new,
emerging industries. Such a dialogue, he says, is necessary
for government leaders to respond with tangible
transportation-related policy changes and projects.
“Freight is an issue that legislators don’t really think
about a whole lot, except maybe in the abstract,” Dibble
says. “We talk about the need for improving roads and
bridges, which is tied to the economy, but we really talk
about it from how big and robust our roads will be, what
is their capacity, what are their safety issues, what is the
pavement condition, that sort of thing. I am grateful for the
development of [the freight plan and action agenda] and
am especially pleased to see these 30 action items that have
come from it to give guidance to people like me.”

Partnerships key to plan

Bill Goins, worldwide account manager with FedEx,
reiterates the key role of partnerships in delivering on the
strategies laid out in the freight plan and action agenda.
“We all recognize the development of a freight plan is not a
silo. A freight plan is really part of the integration of
working with the transportation needs of commuters

and others,” Goins says. “Every car we can take off of our
confined highway system helps us move goods in our state
and helps us to remain competitive. It’s important that we
create an environment where people can get to jobs and
entertainment and at the same time create a system that
allows for that movement of goods.”

One strategy identified in the freight action agenda
that is of great interest to the trucking industry involves
workforce development, adds John Hausladen, president of
the Minnesota Trucking Association. “It is vital to include
workforce issues in a freight plan,” he says, “because right
now, the American Trucking Association says we have a
shortage of about 30,000 to 35,000 truck drivers nationally,
which could grow to 240,000 by the year 2022

Workforce development

Though there are a number of mitigating factors behind the
driver shortage, one prevailing problem is the industry’s
over-reliance on an older cohort of experienced drivers
who are moving through to retirement, Hausladen explains.
“There are not enough younger drivers coming on board,
partially because there is no real path from high school to
over-the-road truck driving”

But Hausladen cites a provision in the FAST Act for a
pilot program to help younger military veterans under 21
drive interstate commerce trucks as a “creative solution to
bridge the gap and get younger people trained, in a safe
environment.” He also applaudes the inclusion of an action
agenda item that deals with first- and last-mile issues, which
generally are the most expensive, least efficient, and most
problematic in terms of moving freight.

“I think the biggest challenge we have with infrastructure
funding today is local government road funding as it relates
to freight,” concludes Hausladen, who serves with Henkel
and Goins on the Minnesota Statewide Freight System Plan
Advisory Committee. “I'm pleased that the freight plan
addresses this.”

national shortage of up to

35,000

truck drivers



“This is a huge step

forward. It doesn’t

fully fund every-
thing, but there are
real dollars for the
first time and real
discussion about
creating maritime
freight plans that
are integrated with

highway and rail”

— Vanta Coda

Focus on the FAST Act

In December 2015, President Obama signed into law the Fixing America’s Surface
Transportation Act (FAST Act). The legislation authorizes $305 billion for federal
surface transportation programs during fiscal years 2016 through 2020. Specifically, the
FAST Act establishes both formula and discretionary grant programs to fund critical
transportation projects designed to benefit freight movements. Of the $10 billion
formula program, Minnesota will get between $150 and $200 million over five years.

“Even if you spend this on one project, this money won’t go very far;,” explains
Adie Tomer, with The Brookings Institution. “It is real money, don't get me wrong. But
it’s not going to change the state’s freight plan”

MnDOT'’s Bill Gardner, however, views the funding as a way to strategically
leverage other types of public and private resources for transportation. “Finally, there
is an acknowledgement of a federal responsibility for the freight network,” he says.
“There is dedicated freight funding that I think really is a game changer. It's not a lot
of money in terms of overall needs in the state, but it is a starting point.”

Vanta Coda, with the Duluth Seaway Port Authority, expresses similar optimism.
“This is a huge step forward. It doesn’t fully fund everything, but there are real dollars
for the first time,” he points out, “and real discussion about creating maritime freight
plans that are integrated with highway and rail”

Gardner, too, notes the policy and planning aspects of the FAST Act. “One of
the big benefits of this [legislation] is that it is multimodal,” he says. “Up until now,
everything has been highly skewed to be highway-centric. It’s a pretty complicated
program, but overall, most people say this is a very good start.”

The legislation also includes reauthorization of the U.S. Export-Import Bank of
the United States (EXIM), which expired in June. EXIM finances and insures foreign
purchases of U.S. goods for customers unable or unwilling to accept the credit risk.
“Not many people understand the importance of this,” Coda explains. “There was $27
billion worth of trade at risk”

In the end, Tomer acknowledges the progress in the FAST Act, but cautions that
much remains to be done to improve U.S. freight planning and investment. “States
know that the federal government is not coming to save them anytime soon,” he
concludes, “so they need to come up with money on their own”

More information about the FAST Act: transportation.house.gov/fast-act.




