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Importance of Freight and Logistics

Logistics Costs as Percent of GDP e US Firms spent $1.39
12 - Trillion on logistics
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6 - e Transport costs up
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Major Trends Impacting Freight Flows

» Changes in sourcing patterns and distribution

LOgiStiCS networks

* Energy availability and costs
).

* Socio-demographic changes
* Continued globalization

Economic

Regulations — trucking and security
Energy policy

Passenger/freight interaction
Increase use of intermodal
Mode specific constraints impact whole system

Infrastructure
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Continued Globalization
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Global Manufacturing Shifts

@® Near shoring

Manufacturing Cost Index for the Top 25 Export Economies

Manufactunng cost index, 2014 (U.S. = 100)
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Volume of exports (highest to lowest)
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Sources: U.S. Economic Census; U.S. Bureau of Labor Statistics; U.S. Bureau of Economic Analysis; International Labour Organization;
Euromonitor International; Economist Intelligence Unit; BCG analysis.
Note: The index covers four direct costs only. No difference is assumed for other costs, such as raw-material inputs and machine and tool
depreciation. Cost structure is calculated as a weighted average across all industries.
*Adjusted for productivity.
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New Sources of Domestic Oil and Gas

U.S. Oil Production 1965-2013

History 2011 Projections
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Source: U.S. Energy Information Administration, Annual Energy Outlook 2013 Early Release
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Infrastructure and Regional Connections
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@® Minnesota’s freight system
connects industry to
markets outside the state

@® Highways and rails connect
Minnesota to broader
markets via Chicago and
other hubs

@® Increasing demand for
passenger service
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Connections to Domestic and International
Markets

Taconite is shipped via
Great Lakes Ports to

U.S. Steel Mills

Bulk and intermodal containers |
travel via rail to/from West Coast

Ports

[3 ' ' Bulk agricultural products travel
to market via roadway, rail and

marine highway
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Logistics Based Development Strategy

@® Supply chain is unit of competition
@ Not just warehousing and distribution

@ Benefits all industries

@® Transportation is necessary but not sufficient element
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Cargo Oriented Development

@ Freight generating facilities
» Manufacturers
» Agriculture

» Mining

@ Freight receiving facilities
» Commercial

» Retail

@® Freight handling facilities
» WVarehousing/distribution

» |ntermodal facilities
CAMBRIDGE




Minnesota’s Freight-related Industries

@ Freight-related industries Gross State Product
» Agriculture & Forestry  $800
» Mining, Utilities, & ¥
Construction E $600
» Manufacturing §$500
= $400
» Retail & Wholesale 'é$300
Trade & 5200 l
» Transportation & O 5100
Warehousing - , |
& o
@® Comprise about 40% of & W
MN’s Gross State N

Product (GSP
( ) M Freight-Related GSP @ Other Contributions to GSP

Source: Bureau of Economic Analysis, 2013
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Opportunities for Rural Areas

@ Market access is key

@® Close proximity to urban
population centers but avoids

» Congestion
» High land costs

» Significant community
opposition

@ Key is multimodal transportation
access
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What Should You Care About Freight?

@ [t is a major employment industry
@ |t has significant growth potential
@ |t is a key input for all industries

@ [t impacts cost of living
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Questions?

Paula Dowell, Principal
Cambridge Systematics, Inc.
pdowell@camsys.com
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