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M essage to the Reader
This report is organized into three different sections: the executive summary, the main report,
and gppendices. Thefirgt three pages of the executive summary provide the reader with vauable
information on the study and findings. These pages provide an intermoda definition, dgnificant findings,

and keys to developing an intermoda facility in North Dakota



SUMMARY
Intermodal Definition

Intermodal freight transportation is defined as the seamless and continuous door-to-door transportation
of freight on two or more trangportation modes. (Muller, 1995).

Significant Findings

. Nationwide, from 1990 to 1999, trailer and intermoda container loadingsin the U.S. increased
from 6.2 million to 9.18 million respectively (AAR, 2001). Loadings were down somewhat in
2001 to 8.94 million, but again have rebounded in 2002. Loadings are up 9 percent over 2001
loadings for the first 35 weeks of 2002 (AAR, 2002)

. In addition to the freight rate, important factors in the choice of transportation modes include
trangt time, reiability, capability, accessibility, customer shipping preference, and security.

. Intermodal truck-rail transportation offers two distinct advantages: (1) it dlows combining the
better service characteristics of truck with the lower rates of rail, and (2) it increases the ease of
shipping products internetiondly.

. North Dakota commodities ided for container movements may include skid steer [oaders, mini
excavators, vaue-added wood products and furniture, industrid and agricultural machinery,
and agriculturd products such as soybeans, confection sunflowers, and organic and identity
preserved grains.

. Viable intermoda container trangportation may provide an avenue for North Dakota
manufacturers and vaue-added agricultura producers to compete in international and domestic
markets.

. Benefits of intermoda trangportation include:

. lower overdl logigtics costs

. increased economic productivity and efficiency

. reduced congestion and burden on over-stressed highway infrastructure
. higher returns from public and private infrastructure investments

. reduced energy consumption



. increased safety
. opportunities for new business growth and diversification

An intermodd loading facility in North Dakota may result in an overal reduction in truck traffic
and highway system maintenance.



The largest barrier to many companies usng intermoda shipping is the location of an intermodd
loading facility within a reasonable distance.

Although the intermoda facility a Dilworth, MN is close to North Dakota, dleged problems
with customer service, capacity, truck access, and limited space for warehousing cloud its
future viability.

An intermodd facility serving North Dakota may be viewed as an economic development tool
that will help promote the success of existing businesses and draw new businesses to the Sate.

For an intermoda facility to be located in North Dakota it must meet one of two criteria (1) it
must have atraffic volume that is large enough to generate efficient shipment szesto find
destinations without being consolidated with other traffic, or (2) it must have ancillary services
available to the railroad that would give it a reason to stop and receive extra cars.

L ocation factors contributing to the success of an intermoda facility include potentid container
volume, multiple railroad aternatives, location on an intermodd line, location on the Nationa
Highway System, and the availability of accessorid rail services.

The largest amount of potentia intermoda container traffic isin the southeast portion of North
Dakota, near Fargo. Thisisduein part to potentid container traffic in northwestern Minnesota.

In order to be successful, an intermodd facility may have to be located on a Class 1 railroad
intermodd line.

Minot isthe only location in North Dakota where two Class | railroads interchange freight cars
and where two competing railroad intermoda lines intersect.

The success of the Port of Montana has important implications for North Dakota. A successful
intermodal facility may need to diversfy in order to achieve success.

To be successful, an intermoda facility will need to handle between 13,000 and 21,000
containers per year.

A base intermodal facility cgpable of handling 50,000 lifts per year is estimated to cost in
excess of $2 million and have an annua estimated operationa cost of gpproximately $500,000.

Adequate capita funding and operating revenues are the two main obstacles to congtructing
and operating a successful intermodd facility.

One of the largest barriersto funding an intermoda container facility is that federd and sate



highway funding ruleslimit the ability to accomplish multimoda projects.

. A possble funding scenario may be to follow the Montana example of acombination of generd
fund and utilization of Port Authority.

. North Dakota may need to establish enabling legidation dlowing the formation of a Port
Authority.

Keysto Developing an Intermodal Facility in North Dakota

Many parties have expressed a strong interest in developing a highway/rail intermodal container
trangportation facility. The development of a successful facility will require someone or an entity to take
asrong leadership role. It will aso require a cooperative effort among federa, state, and loca
government, economic development groups, railroads and other trangportation companies,
manufacturers and specidty agricultural producers. This effort may include such actions as.

1 Pursuing state enabling legidation alowing for cregtion of a port authority for communities and

regions
. Bonding authority
. Power to tax

2. State legidation dlowing joint state/loca funding cooperation for non-highway components
. Start-up grant from state or federal sources
. Low-interest loans

3. Loca community support of creation of diversified shipping/business model

4, Commitments and Cooperative Effort

. Commitment of rail carriersfor rates and service
. Commitment of ajurisdiction (city, Sate, county and rail)
. Cooperation among states and provinces

. Commitments from shippers and third party trangportation providers
5. Specific Ste andyss

. Businessplan

. Enginearing plan

6. Creation of an outreach program educating shippers about intermoda trangportation using an
internship program and other educational methods

Final Commentary

iv



Final determination as to whether or not afacility is built in North Dakotais up to the leadership of both
public and private sectors. The information in this report provides a bads for discussng the pros and
cons of congructing an intermoda terminal. Cooperation among state and local government leaders
aong with business leaders can bring about a plan for increasing the transportation options for the
shippers of the Sate.

A multi-faceted terminad serving many different interests and filling niche trangportation demands may
provide opportunities for existing businessesto diversfy and grow, and for potential new businessesin
the state and surrounding region. The trend of increased production of identity preserved agricultura
products and a growing viable manufacturing sector requires additiond logistica and trangportation
options be considered.
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I. PURPOSE AND PROCESS OF THE STUDY

This report examines the potentid role of a newer form of trangportation-intermodal truck-rail
container transportation, in the state' s expanding manufacturing and vaue-added agricultura base.
The objectives of the study are to: (1) examine the current transportation system for value-added
processors, manufacturers and specidty agriculture producers, (2) provide information and andys's
necessary for decison makersto evauate the viability of an intermoda container facility serving North
Dakota, and (3) provide information related to the trangportation needs of manufacturers and value-
added agricultura producers to dlow informed decision making by public policy makers.

Specificdly, the report explores generd advantages of intermoda container transportation,
examines factors that make intermodal container trangportation successful, examines functions
performed by successful intermoda facilities, evaluates characteristics of various locations that are
desrable for an intermoda facility, estimates potentid traffic volumes and other characteridtics of
various North Dakota | ocations where such afacility might be located, and explores various funding

options for an intermodd facility.

Characterigtics of Container/Trailer Intermodal Transportation (Highway/Rail)

The definition of intermoda freight trangportation is the seamless and continuous door-to-door
trangportation of freight on two or more trangportation modes, for example, truck-rail or truck-ocean
(Muller, 1995). Although many types of intermoda transportation exig, this study examinesintermodal
container transportation-where containers or trailers are loaded on to rail carsfor transportation to

domestic markets or to ocean vesdals for international markets.



Intermoda transportation is an important part of vaue-added manufacturing. Lower totd
logistics costs are redlized by using each mode for the portion of the trip for which it is best suited. For
example, ral is used on the long-distance haul and truck on the short-distance haul to and from the
intermoda facility, providing advantages of truck’s door-to-door service and increased security, and
the economies provided by rail. Moreover, intermodal truck-rail service aso mimicsimproved
reliability of truck over ral, asral cariers have placed an emphasis on rdiability for intermoda
services. Using ral for the long-haul portion of the trip also may result in improved environmental
conditions including improved ar qudity because of reduced energy consumption. Findly, usng fewer
trucks for the long-haul portion of the trip also lessens congestion in mgor metropolitan areas and
reduces damage to the roadway.

Benefits of intermodd trangportation include:

. lower overdl logigtics costs

. increased economic productivity and efficiency

. reduced congestion and burden on over-stressed highway infrastructure
. higher returns from public and private infragtructure investments

. reduced energy consumption

. increased safety
Intermoda transportation is used in domestic and internationa shipments. The domestic
movement usudly istruck-rail, while internationdly it can be a truck-rail-ocean or rail-ocean, or truck-
ocean. Containers have increased in popularity in internationa trade. However trailerswill remain

important in the short-haul and low-volume loads.



[1. EXISTING TRANSPORTATION CONDITIONSIN NORTH DAKOTA

The gtate' s trangportation system largely has been built to accommodate North Dakota' s bulk
agriculturd production. While bulk agricultureis still and will continue to be alarge part of the Sate's
economy, recent rgpid growth in the manufacturing industry suggests that manufacturing will play an
increasingly important role in the sate’'s economy.

For the state’ s growing manufacturing and va ue-added agriculturd industries, where fast
ddivery times and low inventory costs are important elements in doing business, new forms of
trangportation outsde the traditiond bulk-handling system are needed. One form of trangportation that
has not been fully utilized by North Dakota shippersisintermoda container carriage on rail cars. Viable
intermodal container transportation may provide the avenue for North Dakota manufacturers and vaue-
added agriculturd producers to compete in internationa and domestic markets.

Within the state, many parties have expressed interest in having close proximity to intermodal
container trangportation. Producers of specidty crops, dong with manufacturers from different parts of
the state have expressed an interest in locating an intermoda facility within close proximity to their
plants or production. The closest facilities are in Dilworth, Minn.; Winnepeg, Mant.; Minnegpolis,
Minn.; Regina, Sask.; Chicago, Ill.; Billings, Mont., Butte, Mont., and Shelby, Mont..

Although Dilworth, Minn. isin close proximity to many North Dakota shippers, severd
problems exist with the current facility. In conducting a survey of North Dakota firms, we found that 9

percent of respondents who reported using an intermodal container facility reported they were denied

*Appendix 1 of this report provides a description of the North Dakota Economy, with a
gpecific focus on the manufacturing sector.



intermoda container service at least once during the last year. In fact, the BNSF Railroad projects the
facility to reach capacity limitations by 2008. The Dilworth facility offers limited space for other

complementary activities such as warehousing.

Case Studies of Intermodal Container Transportation

To gain ingght into the types of benefits that intermoda container transportation provides to
North Dakota shippers, we performed several short case studies. We performed case studiesto: (1)
show rate and trangt time implications associated with shipping specific North Dakota products to
gpecific markets using an intermoda container option, and (2) show changes in trangportation
compstitiveness of North Dakota shippers resulting from an intermodal container option.

In estimating transportation charges and trangt times for shipping North Dakota products by
truck and/or intermoda container to foreign markets we found: (1) sugar and dry pasta are transported
to Kobe, Japan, at subgtantialy lower costs using an intermoda container rather than using truck and
trandoading into containers a coasta ports (18 to 25 percent savings), and (2) these same products
experience trangt times that gpproximatedy one-third higher using the intermoda option. For mini
excavators shipped by intermoda container to Antwerp, Belgium, we found an estimated 34 percent
savings in transportation charges in comparison to truck trandoading into containers at a coastal port,
and trangt times that are gpproximately equd to the truck-trand oading option.

In comparing estimated transportation charges and trangit times for select North Dakota
products to those of mgor domestic competitors, we found: (1) Transportation charges for shipping dry

pasta to Kaobe, Japan, are much higher for North Dakota shippers than for shippersin Salinas,
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Cdifornia, or Excelsor Springs, Missouri, (2) Transportation charges for shipping excavators to
Antwerp, Belgium, are much higher for North Dakota shippers than for shippers in Dubuque, lowaor
Peorig, Illinois, and (3) the intermoda container option greeatly reduces transportation disadvantage for
North Dakota shippers of these products. The findings of al the case studies suggest that intermodal

container shipping provides an important option for many North Dakota shippers.

Shippers Viewsof Intermodal Service
The largest barrier to many companies usng intermoda shipping is the location of intermodda
loading facilities. An intermodd loading facility located within areasonable disance is essentid to
judtify usng intermodd as aviable trangport mode. As distance to an intermodd facility increases, rate
savings decrease, due to increased drayage costs. Moreover, thisincreased distance also causes
trangt times and the resulting logistical coststo increase. Thisexplains why many smdl, rurd

companies smply continue to use trucks to transport their products.

Railroad’s View of Intermodal Service
Much of the success of intermoda operations can be attributed to the development of
intermoda hubs, or termina locations, where trains are gathered and cars are exchanged or switched to
form new trains. “These “hub-and-spoke’ operations take advantage of reducing the number of point-
to-point operations when the volume is not large enough to make them cost efficient” (Muller, 1999).
However, while a generdized version of the ‘ hub-and-spoke system has been used to make

raillroads successful in intermoda operations, some rurd areas have been excluded from this system.



Many rurd aress in the western part of the U.S. have such low intermoda traffic volumes and are a
such long distances from large volume intermodd fadilities that they have not been fully included in the
intermoda “hub and spoke” system. In many cases, their intermoda service has been diminated.  This
service has been reduced from gpproximately 1,500 operationsin 1970 to lessthan 370 in 1998
(Muller, 1999). Thisreduction in facilities has limited transportation options for many shippersin
smdler citiesor rurd aress.

This trend has important implications for future intermoda service to North Dakota. Because
an intermodd facility serving North Dakota would not be fully included in the railroad' s “hub-and-
gooke’ network, it must meet one of two specid criteria: (1) it must have atraffic volume thet islarge
enough to generate sufficient shipment sizesto fina destinations without being consolidated with other
traffic, or (2) it must have ancillary services available to the railroad that would give it areason to stop

providing an opportunity to switch rall cars.

Montana: Two Different Terminal Options
Two intermodd termindsin Montana provide indght into factors that might make an intermodal
container termina successful or unsuccessful in North Dakota. One facility, the Port of Montana, has
greatly divergfied in order to become a successful intermodd facility.
The Port of Montana, located in Butte, originaly was built to provide container/trailer
trandoading services. After operations began, it was clear that expansion into other shipping services
was necessary to have a successful facility.  The facility has diverdfied by providing intermodal

container/trailer service, fertilizer bulk handling, liquid materids, auto storage for distribution, lumber



gorage for digtribution, slica sand storage for distribution, and other functions on an individua basis.
One of the facility-s main businessesisregiond digtribution for GM automobiles. The cars are brought

to the facility, off loaded, and stored in the secure storage area until they are ordered for distribution.

The success of the Port of Montana has important implications for a potentid intermodal facility
in North Dakota. Just as the base container traffic for an intermodd facility in Butte is limited, thisaso
islikely to bethe case for North Dakota. The case suggests that a potentid facility in North Dakota
may need to diversfy to achieve successin asmilar way to the Port of Montana

Another intermoda facility in Montanais the intermoda facility a Billings, which is operated by
BNSF. Thefacility’sfocusison lessthan-truckload (LTL) traffic. The LTL carriersof Roadway,
Yédlow, UPS, FEDEX, and the USPS dominate the trand oading for the Billings fecility. Outsde of this
traffic, the facility has had limited success in obtaining intermodal container traffic.

A potentid reason why the facility has not obtained a large amount of container traffic is thet it
isnot on aralroad intermoda route. Billingsislocated on acod route, and therefore container traffic
must yied to cod trains, greatly dowing trandt times. Another problem faced by the Billings facility is
that traffic must be switched between Montana Rall Link and the BNSF near the facility. This switch
ddays shipmentsin and out of the facility.

These problems dso have important implications for a potentid North Dakota facility,
suggesting that any new facility should be on an intermodd line and not rely on multiple railroad

coordination near the facility for short and rdligble trangt times.



[11. SUMMARY OF FINDINGS

A survey was administered to gain ingght into the modes of transportation used by
manufacturers and specidty agriculturd producersin the North Dakota region, reasons they use such
modes, experiences of shippers with intermoda service, and transportation volumes. The survey was
sent to dl manufacturing companies in North Dakota and in the counties of surrounding states, as well
asto anumber of specidty agricultura companiesin theregion. Specificaly, shippers were surveyed
in North Dakota, Minnesota, Montana, and South Dakota.  Although the survey was preceded by a
letter explaining its importance, and followed by postcard reminders and telephone cdls, the response
rate was limited. Moreover, many reponses were partia or incomplete.

Of the 2,039 manufacturing locations in surveyed areas, 261 responded, representing a 12.8
percent response rate. While the response rate was low, the locations responding employed 27,402 of
the 58,318 manufacturing workers employed in the region (47 percent). This suggests that the
responses we received should be representative of alarge portion of the region’s manufacturing.

The survey reveded several important findings; (1) moda shares for outbound products were
53 percent by truck, 45 percent by rail, and 2 percent by container, (2) moda shares for inbound raw
materias were 98 percent by truck and the rest by rail, (3) in responding to a question asking why firms
use the transportation modes they use, more than haf reported timely and rdliable service as one
reason, 46 percent reported direct access as areason, and 40 percent reported low rates - this may
suggest that an intermodal option that combines timely service with lower rates in comparison to truck
trangport may be desirable for shippersin the region, (4) alarge amount of the freight volume from the

surveyed regionsis located in the southeast portion of North Dakota and northwest Minnesota, and (5)



of the firmsthat use intermoda container transportation as an option, 9 percent reported having been

denied sarvice within the lat year.

Potential Traffic of an Intermodal Container Facility

Perhaps the most important factor in determining viability of an intermoda container facility is
the potentid traffic that would use such afacility. The amount of potentid traffic for afacility provides
three important pieces of information: (1) it provides ameasure of the benefit of such afacility - alarger
amount of potentid traffic means larger tota savingsin logistics cods for regionad manufacturers and
specidty agricultura producers, and (2) it provides an indicator of whether anew facility would
generate enough business to become a profitable and viable venture, and (3) it may provide an indicator
of the quality of service and levd of rates that might be charged for such afacility, asrailroads are able
to produce higher qudity intermoda services at lower costs with larger shipment volumes. One
difficulty in estimating potentid traffic is that the amount of traffic depends on rates and service levels,
and these are unknown for anew facility. Essentialy, our methodology estimates tons of various
products trangported from the region, multiplied by the Illinois percentages of these same products that
movein intermodd truck-rall configurations providing an estimate of potentid intermodd freight.

Table 1 shows the estimated potential outbound and inbound containers from each of the

previoudy defined regions? As the table shows, the largest amount of potential intermodal container

’These estimated potentia containers are expected to occur only in the region where the facility
islocated, and in other regionsin close proximity. For example, if afacility were located in Fargo,
container traffic from western North Dakota would be much smaller than indicated by the estimate of
potentid container traffic from western ND regions.

9



traffic isin the southeast portion of North Dakota. Moreover, other regionsin close proximity to
southeast North Dakota, including western Minnesota and northeastern North Dakota, aso include

large amounts of potentid intermodd container traffic.
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Tablel. Egtimated Potential Container Traffic with a New Intermodal Facility.

Region Estimated Potential Estimated Potential Estimated Potential Estimated Potential
Inbound Outbound Inbound Outbound Containers

Containers|f Using Containers|f Using Containers|f Using If Using 40'

20" Container 20' Container 40' Container Container
MN 1,683 7,184 1,530 6,530
MT 140 1,121 127 1,019
ND1 15 439 14 399
ND2 128 1,230 116 1,118
ND3 118 801 108 728
ND4 447 4,080 406 3,709
ND5 116 809 105 735
ND6 289 1,905 262 1,732
ND7 321 1,576 292 1,433
ND8 940 6,025 855 5477
SD1 40 569 36 517
SD2 643 3,384 585 3,076

* Caution must be used in interpreting these estimated potential container volumes, as they are not based on an
expected rate and service level.

11




Truck/Rail Container Intermodal Terminal Costs
An economic engineering modd is developed to Smulate costs for an intermodd facility. This
mode provides decision makers with an estimate of start-up and annua costs. Moreover, it provides
indght into traffic volumes needed to make such afadility feasble.

The mode shows the estimated investment expenditure for abase case facility capable of
handling 50,000 lifts per yeer to be approximately $2 million. The estimated annud fixed and variable
costs for the base case intermodd facility cgpable of handling 50,000 lifts per year including facility and
equipment depreciation, return on investment, taxes, insurance, maintenance, management, building
expenses, and accounting expenses is $500,000 per year. While these base case estimates are not

exact, they represent a reasonable gpproximation of what such afacility would cost to maintain and

Figurel.  Surveyed Regionsin North Dakota, South Dakota, Montana (MT), and
Minnesota (MN)
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operate. It ispossble to reduce costs somewhat by employing used equipment or by using existing
track.

Some indght into the types of volumes that would be necessary to support such afacility might
be obtained by comparing an average revenue per lift to the costs per lift.3 Leeper, et. a (1996)
edimate that the lift revenues a Dilworth, Minn. arein the range of $10 to $15. If these numbers are
put in current dollars using the GDP Implicit Price Deflator, the range is $10.94 to $16.41 in 2001
prices. At the high end of the revenue range, this would suggest that afacility may be feasble with as
few as 13,000 containers annudly. At the low end of the revenue range would suggest that afacility
would need 21,000 lifts per year to be feasible* Thisis condstent with correspondence with the

BNSF suggesting that most of the facilities they serve have at least 20,000 loaded containers per year.

L ocation Analysis
A vaiety of locationd factors enhance the viahility of an intermodda container facility.
Locationd factors contributing to the likely success of an intermoda container facility include, but are

not limited to: (1) potentid container volume, (2) the availability of multiple railroad dterndives, (3)

3|t isimportant to note that these cost estimates and average revenue estimates are reasonable
edimates given the information we have. However, the point where average revenue per lift isequd to
cost per lift from this mode should not be consdered as a solid break-even point. Rather, the numbers
areillugrative of arange of traffic where such afacility may be feasble.

“One container generdly requires two lifts.

13



location on an intermodd rail line, (4) location on the Nationd Highway System, and (5) the availability
of accessorid services such as afue stop at the location.®

Although not quantifiable, the avalability of complementary transportation services, such as
internationa air service, and express package and LTL terminds, as well as business services can dso
increase the likely success of anew intermoda container facility. In particular, one of the benefits of an
intermodal container facility may be to attract firms that may benefit from the lower logistics costs
offered with such afacility. The addition of an intermodd facility islikely to have a greater impact on
atracting new businesses in locations that may offer a variety of trangportation and business services.
Because the avallahility of such servicesis not quantifiable, they are not andyzed further. The following
paragraphs will explore various potentia locations for an intermodd facility in North Dakota in terms of
these criteria

Although the study examines avariety of locations, we highlight Fargo, Minat, and Vdley City,
as each presents a unique Stuation in terms of a potentia intermodal container facility. Fargo is chosen
dueto itslocation in aregion that has high potentid COFC volumes and its close proximity to other
regions with high potentid COFC volumes, itslocation on two interstate highways, its location on an
intermodd line, and the fact that it currently serves as afue stop for the BNSF railroad. Minot is

chosen due to its unique characteristics of being the only location in North Dakota with two competing

5These factors were developed from areview of literature related to the devel opment of
intermoda container facilities, from dte vidts a intermodd facilitiesin Billings and Butte, Mont., and
Dilworth, Minn., and from discussions with the BNSF. Unfortunately, we were unable to obtain direct
input from the Canadian Pecific Railroad in this sudy. CP Rail chose not to provide guidance or
answer any questions regarding desirable locations or operationa characterigtics that would fit an
intermodd termind location.

14



intermodal lines, itslocation on the nationd highway system, and its current fud stop for the BNSF.
Vdley City is chosen dueto its close proximity to high potentid COFC volumes, its location at the
intersection of two competing railroads, and its location on the Nationad Highway System.

Figure 2 shows the three cities and the 100-mile radius around each and Tables 2 and 3 report

the other characteristics of each and the estimated potential COFC traffic volumes.
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Figure2. 100 Mile-Radius Around Three Cities (Fargo, Valley City, and
Minot)

Table 2. Cities Chosen for Analysisand L ocational Factors.

(Fuel Stop for
BNSF)

L ocated on
Accessorial Competition CP National
City Services and BNSF Intermodal Line | Highway System
Fargo Yes No Yes (BNSF) Yes
(Fuel Stop for
BNSF)
Valley City No Yes (BNSF)(CP) Yes(CP) Yes
Minot Yes Yes (BNSF)(CP) Yes (BNSF)(CP) Yes

* Assumes 10,000 containers loaded by the Tioga afafa pelleting facility.
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Table3. Esimated Potential 20' Containers

City Estimated Potential Twenty foot Containers
100 mile-radius 150 mile-radius 200 mile-radius
Outbound  Inbound Outbound  Inbound Outbound  Inbound
Far go 16,021 3,229 20,428 3,884 22,962 4,248
Va]ley City 15,225 2,757 21,153 4,172 23,282 4,329
Minot 3,391 488 5,907 1,022 13,573 2,186
(13,391)* (15,907)* (23,573)*

* Assumes 10,000 containers loaded by the Tioga dfdfa pdleting facility.

** Within the literature containers are measured in TEUs (20 foot equivaent unit).

*** 40 containers may be loaded instead of 20' containers. Estimated potential 40' containers can be
obtained by multiplying the above estimates by .909.

Asthe Table 3 shows, each of these citiesis estimated to have at least 13,000 potentia
outbound containers. A previous section of the report suggested that under specific conditions, 13,000
to 21,000 containers may be enough to make anew intermoda container facility viable. In
looking at each community separatdly, Fargo offers the highest estimated potential outbound and
inbound container volumes for the 100 mile-radius, is on an intermodd line, offers refudling to the
BNSF, and has direct accessto two interstate highways. However, Fargo does not have multiple
railroad options. Nonetheless, the community represents one potentidly viable location for an
intermodd container facility.

One important discussion point related to Fargo isthat afacility dready exigtsin Dilworth,
Minn. alocation within three miles of Fargo. However, severd problems exist with the current facility,

and these problems are unlikely to be resolved at the current location. Problems include alack of

gpace for expangion into other areas such as warehousing, unavailability of equipment, and congestion.
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Moreover, the fecility is privately owned and operated and is not in North Dakota. Therefore, the
ability to use state and loca economic development tools for thisfacility - tools that may enhance the
facility’ s chances for success - is limited.

Vdley City dso ranks high in potentid container volume, but not as high as Fargo. Whilethe
city hasrallroad dternatives (BNSF and CP), it islocated on only one intermodd line. As suggested
previoudy, competition is not likely to have abig effect on rates and services in cases where the
location is not on two intermoda lines. Thus, based on the stated criteria, Valey City does not appear
to have advantages over Fargo. However, amore remote or rurd site may be desirable for loading
and unloading of containers where it would not interfere with other railroad operations, and where more
gpaceisavalable. Therurdity of Valey City compared to Fargo may be an advantage.

Finaly, Minot has alarge amount of potentid COFC volume if the estimate of 10,000 potential
containers out of the new Tioga dfdfa pellet facility is correct. Moreover, Minot has one advantage
that no other community has in the state of North Dakota - it islocated on two competing intermodal
rall lines. To the extent that such competition acts to discipline railroad rates and service, such a
location may have a higher amount of potential container volume than estimated. Other advantages of
Minot are the same as Fargo and Valey City, including alocation on the Nationa Highway System and
the availability of afud stop for the BNSF. Findly, the BNSF stated that Minot would cause the least
amount of disruptionsto its operations, as intermoda trains currently stop there to change crews and
some intermodal switching occursthere. The ahility to attract the necessary amount of traffic ill

remains a concern in Minot, however.
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The estimates of potential containers for the three cities can be expended to 150 and 200 mile-
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Figure3. 150-Mile Radiusof Three Cities (Fargo, Valley City, and Minot) to Estimate
Potential Tonswith New Intermodal Facility

radius (Figures 3 and 4).
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Potentid manufacturing and grain tons were measured to provide total potentia 20' container
volumes. However, this study has excluded areas |ocated closer to other intermodd facilities, such as
Minnegpolis, Winnipeg, and Regina. Because shippers are likely to use closer intermoda facilities, it is
rationa to exclude these areas

According to the analys's, using the 150 mile radius, Vdley City was found to have the largest
container volume among the three cities at an estimated 21,153 containers (Table 3). Unlike the results
of the 100 mile radius, Fargo had the second largest container volume at an estimated 20,428
containers. The reason for the lesser volume a Fargo was because the circle was closer to the
intermodal facility located in Minnegpolis thereby excluding some of the radius. For the 200-mile radius,
Minot showed the largest container volume a an estimated 23,573 containers (Table 3). This estimate
included 10,000 containers loaded by the Tioga dfafa pelleting facility. Again, Valey City had the

second largest volume estimate at 23,282 containers.

sssssss

Figure4. 200-Mile Radiusof Three Cities (Fargo, Valley City, and Minot) to Estimate
Potential Tonswith New Intermodal Facility
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In summary al three communities offer some advantage not redlized by the other two. A
complete feasibility analysis would require better data on potentia volumes and capital/operation cost

esimates for a gpecific dte and type of facility.

V. OPTIONSACTIONSTO CONSIDER

In examining funding options for a new facility, we found severd potentia sources, but some
problems with each. One of largest barriers to funding and intermoda container fecility isthat federd
and date trangportation funding rules limit the way highway funding can be gppropriated within the
date. Specificdly, a North Dakota Statute prevents state highway funds from being used for non-
highway purposes. Moreover, alocated Federal highway funds cannot be used to construct an
intermoda container facility. Relaxation of sate and federd rules limiting funding flexibility may enhance
opportunities for funding such afadility.

An important element of intermoda container facility success in Montana has been the enabling
legidation dlowing for Port Authority. Such authority may serve as ameans for funding an intermoda
facility. “The term Port Authority refersto a state or local government that owns, operates, or otherwise
provides wharf, dock, and other termind investments at ports’ (Coyle et.d., 1994). Ports can be
municipa arports or other public trangportation systems moving people and goods.

Many cities, counties, regions, and or states have built termina facilities to promote transit and
efficient freight transportation using Port Authority. In the case of freight, the Port Authority may
operae portions or dl of the facility or lease facilities to private firms. Often, the Port Authority has

taxing authority to provide funding for congtructing and operating afacility. Many dates, counties, and
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or municipdities have engaged usng Port Authority as atool for providing shipping options for existing
and or new devel opment.

Although North Dakota does not have laws alowing for Port Authority, such alaw could
provide amethod for cities, counties and/or regions to access the tax base for funding and/or
maintaining for an intermodd facility. However, it may takeinitid funding from the sat€' s generd fund
or alow interest loan from the Bank of North Dakota to make theinitia investment.

Other options for funding an intermoda facility include public/private partnerships. Our

interview with BNSF revealed awillingness to work with public agenciesin a public/private
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partnership. Thismay be a desrable option for funding such afacility, snce such a commitment from
both the public and private sectors may enhance the potentia for success.

Other congderations in examining the possbility of funding an intermoda container facility
include a need to diversfy beyond intermodal container trangportation, the need for
cooperation/commitment from the raillroad(s), cooperation and commitment from shippers, and
cooperation among communities, counties, regions, and States.

Another possihility for funding is presented by the recently passed farm bill. A section of the
farm bill authorizes a Northern Great Plains Authority in the states of 1owa, Minnesota, Nebraska,
North Dakota, and South Dakota. “The Authority is expected to develop a series of comprehensive
coordinated plans for economic development of the region. The Authority may approve grantsto
gtates and public and nonprofit entities for projects including trangportation and telecommunication
infrastructure projects, business development and entrepreneurship, and job training. Extends the
program but no funds are provided." (source: www.rurdev.usda.gov/rd
[farmibill/sections.html)

The main reason for the authority isto provide economic development for the Northern Greeat
Fansregions. Even though no funding has been provided, the possibility exists for funding in the future.

This Regiond Authority may provide an avenue for funding an intermodd termind facility.
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V. FINAL COMMENTARY

Fina determination as to whether or not afacility is built in North Dakotais up to the leadership
of both public and private sectors. The information in this report provides a basis for discussng the
pros and cons of congtructing an intermodal terminal. Cooperation among state and loca government
leaders aong with business leaders can bring about a plan for increasing the transportation options for
the shippers of the ate.

A multi-faceted termind serving many different interests and filling niche transportation demands
may provide opportunities for existing businessesto diversify and grow, and for potentia new
businesses in the state and surrounding region. The trend of increased production of identity preserved
agricultura products and a growing viable manufacturing sector requires additiond logigticd and

transportation options be considered.
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