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0 n February 12, 1997, the Center for Transportation Studies held its second Policymakers' Forum, titled 
"Logistics- Keeping Minnesota Competitive." One of the forum attendees was Gary Pagel, committee admin
istrator for the Minnesota Senate Transportation Committee. During the closing session, Mr. Pagel asked par
ticipants the one question that we had most wanted our forum to help answer: "What message should I take 
back to the policymakers at the Capitol, and what should be done in Minnesota to make this state more eco
nomically viable?" 

These proceedings are designed to respond to Mr. Pagel's question. In an excellent keynote speech, Don 
Schneider of Schneider National gave it to us straight: "There is no silver bullet." The tremendous gains in 
shipping efficiency have come from deregulation, which has allowed carriers and shippers to work together as 
partners to pare away the excess in each others' operations. The role of legislators is to keep that process going 
by funding smart investments in transportation capacity and by keeping remaining safety and other regulatory 
frameworks streamlined and efficient. 

Our panelists- Carl Olson, Frederick Beier, Roger Wigen, and Frank Dooley- and our attendees made other 
suggestions as well: Coordinate regulations among states. Develop communications technology. Support train
ing in logistics. 

To these excellent suggestions I would add an economist's observation. Mr. Schneider provided convincing 
details about what happened to the trucking markets when managers were given the freedom to design- and 
price- transportation services that conformed to shippers' needs. He said this to an audience that included 
many Minnesota Department of Transportation employees-excellent managers and engineers- who under the 
current system of highway financing do not really have the freedom to manage the highway system. The cur
rent financing system allows us to invest-or even disinvest (by deferring maintenance)-in the state's high
ways, but it does not effectively allow Mn!DOT managers to use prices to provide higher levels of service. But 
this is a much broader topic that we will face in the context of this year's ISTEA debate and beyond. 

We hope that you find these proceedings helpful in understanding logistics issues in Minnesota and the nation. 
If you wish to gain more information about transportation logistics, the Center for Transportation Studies 
sponsors a Task Force on Logistics, Transportation, and Distribution, chaired by Ron Lifson and Cathy 
Petersen. Give me a call (612-626-1077) if you would like more information on the issues addressed in these 
proceedings, or if you would like to learn more about the Center for Transportation Studies. 

Sincerely, 

Gerard J. McCullough 

Director, CTS 
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Transportation experts and policymakers from the 
Upper Midwest came together in Minneapolis on 
February 12, 1997, to discuss freight and transporta
tion logistics issues at the Center for Transportation 
Studies' second Policymakers' Forum, titled 
"Logistics-Keeping Minnesota Competitive." Forum 
participants, including state legislators and industry 
representatives, also examined how Minnesota's lead
ers can improve the state's economic competitiveness 
through transportation investment and management. 

Supplying the country's needs at the lowest possible 
cost-ultimately, that is the business of the trans
portation freight industry, according to keynote speak
er Don Schneider, president of Schneider National. 
Schneider told the audience of nearly a hundred per
sons that regardless of the specific transportation 
mode involved- be it trucking, rail, or air-the core 
issue is still the same: shippers are market-driven to 
move loads in the most efficient manner possible. 

Efficiency is thus a primary concern for today's 
freight industry, Schneider said. Manufacturers and 
retailers are continuing to reduce inventories to lower 
their overhead costs, forcing some firms to shut down 
entirely if carriers cannot meet their demand for on
time delivery. This clearly demonstrates the rising 
importance of logistics to the health of the economy, 
he added. 

Schneider then relayed several other issues critical in 
today's logistics arena: 
• Truck and rail economics are unique and will con

tinue to be. In fact, the two modes are comple
mentary, so increased highway investment would 
not necessarily cause railroads to lose business to 
trucking firms, he claimed. 

• A driver shortage is a major concern, with impor
tant implications for safety. Driving is a difficult 
and demanding job, which means carriers are 
challenged to retain experienced-and perhaps 
more safety conscious- drivers. 
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• The correlation between increased truck size and 
the number of fatal accidents is questionable, 
according to Schneider. 

• With the North American Free Trade Agreement 
(NAFTA), the North American market is a reality, 
but artificial boundaries make trucking more diffi
cult. Getting to and from Canada or Mexico 
should be as easy as crossing state boundaries. 

• New technologies will have a positive impact on 
productivity and safety and also help reduce road 
damage. Tools such as satellite technology will 
allow better communication between carriers and 
their drivers and also between carriers and cus
tomers, helping to eliminate waste and improve 
efficiency. 

• Outsourcing is a major shift in the industry. 
Shippers are increasingly finding that they lack 
the needed systems or staff to manage the chang
ing dynamics of moving a particular load at the 
lowest possible cost. As a result, carriers are being 
hired to manage whole jobs, sometimes bringing 
in multiple modes. 

An expert panel then reacted to Schneider's presenta
tion and gave their perspectives on what the public 
sector can do. 
• Carl Olson of Marvin Windows and Doors called 

for states to coordinate trucking regulations such 
as length laws. He also encouraged all levels of 
government to develop a uniform code for high
way construction to allow for the most efficient 
vehicle use. 

• 

• 

Frederick Beier of the University of Minnesota's 
Logistics Management Research Center empha
sized the importance of access to infrastructure, 
including communications technology. He added 
that any artificial barriers preventing entry of new 
modes of transportation must be looked at careful
ly. 
Roger Wigen, a former transportation manager at 
3M, stressed that logistics serves Minnesota's 
economy by preserving jobs and by encouraging 



other companies to move into the state. He urged 
legislators to make infrastructure investment easi
er and faster, and seconded Olson's call for uni
form size and weight regulations to maximize 
efficiency. He also called for government, the pri
vate sector, and the academic sector to work 
together to improve productivity. 

• Frank Dooley ofNorth Dakota State University 
proposed the creation of corridors-such as one 
between Minneapolis and Seattle-in which gov
ernments would form a compact to coordinate 
regulations. He also voiced concern that although 
there is some public investment today, a stronger 
public/private venture is still needed. He advised 
communicating to legislators or boards of regents 
the importance of logistics and the need for train
ing, especially for new technologies. 
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Following table discussions during dinner, audience 
members questioned the panelists and added their 
own observations in a lively closing session. One of 
the issues raised was congestion pricing; other than 
agreeing on the complexity of the issue, no clear con
sensus emerged among the panelists. Another ques
tion that led to a provocative discussion concerned the 
relationship between road damage and truck weight. 

The comments compiled by CTS staff during the din
ner table discussions corresponded to many of the key 
points made by the panelists. Participants raised a 
range of concerns, including intermodallinks; driver 
training; congestion management; increasing efficien
cies; workers' compensation costs; maintaining the 
transportation infrastructure; and uniform regulations. 



Gerard J McCullough, CTS Director 

The Event 

(,is my pleasure to welcome you to 
today's CTS Policymakers' Forum on 
"Logistics-Keeping Minnesota 
Competitive." The Center holds a forum 
each year as part of our outreach pro
grams, which also include an annual 
research conference, symposia, and sem
inars. The forums are designed to stimu
late an exchange of ideas between legis
lators and other policymakers. We hope 
you enjoy the presentations. 

Many people deserve credit for making 
this forum happen. I would especially 
like to thank Bill Smith, who initially proposed the idea of 
a forum to discuss logistics and the future of Minnesota. I 
would also like to thank our own CTS Task Force on 
Logistics, cochaired by Ronald Lifson and Catherine 
Petersen, who have put in much time. 

I'd also like to thank Sherry Munyon of the Minnesota 
Chamber of Commerce, Dan Murray of the American 
Trucking Association (ATA) Foundation, and Lisa 
Peterson of the Minnesota Trucking Association. They and 
the Freight Stakeholders Coalition have cooperated with 
us and supported us in this and in many other important 
ways. Today's event is the continuation of the work they 
have begun. 

Finally, I would like to acknowledge that members of the 
CTS staff are at each of the tables, and will play a role 
later in this event. After we have talked about the issues 
and heard from our speaker and a reactor panel, the real 
work of this meeting begins when the group at each table 
discusses a series of questions to develop conclusions 
and/or additional questions. These will be recorded by the 
CTS staff member at your table and will be compiled for 
distribution (see Appendix A). 
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Keeping Minnesota Competitive 
We are here today to talk about how logistics can keep 
Minnesota competitive. Let me spend a few minutes defin
ing my own perspective on this issue. This is a forum 
where we will converse with policymakers-to the legisla
tors who are here and to the other policymakers- about 
the economic role of transportation and specifically, the 
role of freight transportation. 

As we all know, there has been an emphasis in 
Washington on efficiency in transportation. Certainly 
when you think about efficiency and the government's 
role, that involves governmental support of highways. 
That support, as of 1990, is estimated to be at least $70 
billion a year of direct spending by the government on the 
highway system. I think legislators and policymakers tend 
to focus on that spending, but the point we want to make 
at this forum is that this is just the tip of the iceberg. 

When we look at the economic role of transportation
especially the role of freight transportation-we need to 
focus more on the very considerable expenditures by 
firms. In 1990 direct expenditures on freight transportation 



rose to $342.5 billion, a significant portion of the GNP. 
But that's still the tip of the iceberg, and that's really the 
point that we want to talk about today. 

Direct freight expenditures represent only a portion of the 
national wealth that is tied up in freight transportation. A 
good estimate is that the direct transportation cost repre
sents about 42 percent of the total cost involved in moving 
goods. From a shipper's point of view, warehousing, 
inventory costs, and administrative costs add another $4 79 
billion to the distribution cost, according to a 1991 nation
al estimate. So the total comes to $821.3 billion devoted to 
the movement of freight. Thus, if we could achieve a 10 
percent efficiency increase in the overall distribution sys
tem, for example, it would mean very significant econom-

ic progress. Now the question is, how do we get those 
kinds of efficiency gains? That's not for me as an academ
ic to talk about. I think that's for the practitioners to 
explain to us. 

One of the best practitioners I know is Don Schneider, 
president of Schneider National. As we listen to Don, I 
think we will learn that his focus is not just on operating 
the truck, but also on the shipper and the role Schneider 
National plays in the shipper's production. It is a great 
pleasure to introduce Don Schneider. 
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Don Schneider, President, 
Schneider National 

Today I plan to share some 
thoughts with you that I think 
will provide good perspective 
and may be helpful with the 
kinds of concerns you are dis
cussing. I'll begin by giving 
some background on 
Schneider National but, con
sistent with Gerard's remarks, 
I'll use several macroeconom
ic charts that show the relative 
impact that logistics is having 
on the economy and the size 
of that impact. This, I think, 
will set the stage for what I 
consider to be important 
industry issues. I think this will be helpful in providing an 
introduction to today's forum. 

Background: Schneider National 
First of all, some background on Schneider National. We 
run what is considered to be the largest fleet of equipment 
in the world: 11,000 road tractors and 36,000 trailers. Yet 
we recognize the fact that our business is actually moving 
our customer's load- that our equipment is a means to an 
end. In addition to using that equipment, we extensively 
use truck-rail operations. When the railroads have density, 
when they are and can run on time, they are by far the 
lowest cost means and the best value. Our customers are 
rational buyers and require that we use them. As a result, 
increasingly we use more and more truck-rail, and we 
expect that to continue. 

There are 17,000 associates at Schneider and our revenues 
last year were $2.1 billion. Over a long period of time we 
have recognized the value of information technology in 
managing loads. We were the first major carrier, for 
instance, to use computers via satellite to convey informa
tion to all our vehicles throughout North America. Today 
most major carriers use that kind of technology. The criti-
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cal investments continue to focus on how best to use that 
information internally to get it to the appropriate decision 
makers so that we can continue to increase the effective
ness and productivity of the operations and also the timeli
ness of our movements. 

Figure 1 shows the locations of our operating centers. An 
operating center is similar to the truck stops with which 
you are all familiar. Each operating center requires 
approximately 60 to 70 acres of land. We try to locate 
them near a major interchange on an interstate highway. 
Each has a fueling operation and a series of driver ser
vices: a cafeteria where the drivers get meals at cost, 
shower facilities, laundry facilities, and a large mainte
nance facility at each location. 

Inventory Reduction 
The first macroeconomic chart I want to show you (Figure 
2) demonstrates the continuing reduction in inventory nec
essary to provide the goods you and I consume on a day
to-day basis. As a percentage of gross domestic product, 
we continue to see that number decreasing. Several years 
ago on the cover of Fortune Magazine, Jack Welch from 
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area, and the manufacturer has a stock commitment 
to guarantee that the shelf is never bare. As a result, 
they know the amount of time required to ship, so 
that the delivery coincides with the moment the cus
tomer is picking up the last item on the shelf. Figure 
2 demonstrates the impact that's having. We're all 
aware that there is an interest carrying cost on every 
dollar of inventory which ultimately has to be embed
ded in the cost of what you and I buy, whether it's a 
new automobile, or some type of appliance, or a box 
of Wheaties. In a competitive marketplace, all these 
things give consumers a better value and ultimately 
that provides companies a competitive advantage. 

Even though these two factors- the one we just dis
cussed plus logistics as a percentage of gross domes-

. . . . . tic product-are fundamentally pretty broad macro 
Ftgure 1: Schnetder Nattonal operatmg centers span the contment. b th t 11 th t 11 T k 1 k t 

General Electric was touted as saying, "I'm going to run 
my company with zero working capital." In other words, 
he wanted the current asset side of his balance sheet-the 
cash, the receivables, and the inventories- to be offset by 
the payables, and as a result wouldn't need to be involved 
with that kind of capital. Every one of our major cus
tomers works on this continually, and this is a good surro
gate for something we're going to talk about later-the 
increasing requirement on all carriers, regardless of mode, 
for on-time delivery. 

I can remember ten years ago when people used to talk 
about ship dates. You don't hear those discussions any 
more. Now it's, "The delivery date is 10:00 a.m. on 
Tuesday," and usually there is a half-hour window in 
which we are required to complete the delivery. As a result 
of the continuing measurement of carrier services, our 
clients have slowly eliminated all the backup stocks for 
use in case a vehicle doesn't arrive. In the past, a manu
facturing plant manager might have said, "If the truck 
doesn't arrive when it's supposed to, I'm going to have 
people with nothing to do on the production line. I can't 
afford that, so I'll keep that product in reserve for the criti
cal times." Now, if the vehicle isn't there at the scheduled 
time, that plant does shut down. That's why the require
ments and the variables involved are so critical. 

As in manufacturing, the same thing is true for distribution 
companies. WalMart, Target, and similar companies no 
longer have storerooms that we replenish. Today, the prod
uct is scanned as people make their purchases. The store 
has an arrangement with its suppliers or manufacturers to 
forward those scans electronically to their distribution 
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num ers, ey e e s ory very we . a e a oo a 
the change that has taken place from 1981 to 1995: from 
18 percent down to 11 percent as a percentage of gross 
domestic product. That tells us about the impact of logis-
tics. 

Impact of Logistics 
First, this demonstrates the relative impact that logistics 
has on the economy. When I was taking basic economy 
courses, my professors talked about the importance of the 
automobile industry to the American economy. Relatively 
speaking, how the automobile industry is doing-the jobs 
it provides, the amount of steel the companies purchase, 
and the other related work- has a big impact on the GNP. 
Now, think about how this chart would change if I were 
showing you health care costs. It would be running in the 
opposite direction. What this demonstrates is that collec
tively, everyone who's in this industry- from legislators to 
the academics who continue to teach and emphasize logis
tics to the people responsible for moving freight via rail, 
truck, air and so on- we're doing a tremendous job. This 
is a great success story. It says a lot because increased pro
ductivity makes that automobile or whatever else you buy 
a better value. 

I'm on the Federal Reserve Board in Chicago. When Allen 
Greenspan attends the meetings he continually bemuses 
the fact that in an economy as tight as ours, we continue to 
see the lack of inflationary pressure that is normal to this 
situation. Certainly one of the reasons for this is the com
petition from the Japanese in the early 1980s, which 
helped us dramatically. At that time Japan had begun fol
lowing Deming's quality principles, fundamentally reduc
ing cost. So now most of our major customers seldom 



consider raising prices from the standpoint that if they do, 
they may lose business. I have to determine a way to get 
more efficiency in the entire process. This is a very impor
tant segment of the economy, evident in the very defla
tionary impact it has had on the goods and services that 
people buy. 

One other thought I'd like you to consider concerns people 
who are struggling to make ends meet in this economy, 
those on limited incomes trying to make their dollars 
go further. Think about the impact that logistics is hav-
ing on the box of cereal or whatever else they have to 
buy. This is a very humane and effective way we can 
help, and we do it in a very positive way. Certainly we 
want to assist people if they are poverty stricken or 
have challenges with feeding themselves and so forth. 
By making their food dollar go further, through the 
investments we have made and the work that people 
such as our legislators have done, you can see the posi
tive impact that this has on the economy. 

Key Areas in Logistics 

Rail vs. Truck Competition 

railroad. Even if we were to run doubles, we would have a 
hard time competing because now, especially with some of 
the higher speed trains, the in-transit time is as good as by 
truck, even with teams. So the economics are better and as 
a result that freight shipment will go by rail, which is 
totally appropriate because it forces the private enterprise 
railroads to compete and to continue to improve service. 
It's the natural way that it should happen because the eco
nomics underlying it are sound, not forced. 

25% 

24% 

23% 

22% 

INVENTORY INVESTMENT 
CONTINUES TO FALL 

Ratio of Business Inventories to GOP 

17% Source: Cass Logistics 

16% 

SCHNEIDER 

With that as background, let me switch to several 
issues I consider to be critical in today's logistics area. 
The first is a concept that I believe is really important. 

Figure 2: Smaller inventories make on-time delivery a crucial 
factor for many firms. 

Too often people think about rail and truck as competitive. 
In reality, the overlap of where the economics allow a 
rational buyer- like most of our customers-to choose 
one versus another is so narrow that the modes are very 
complementary. Rail fits very, very well. That is especially 
true with the transformation or the deregulation of rail, in 
areas where there is density. Rail shouldn't be running in 
remote areas where it doesn't have the volume to justify 
all of its fixed costs. That is where trucking is ideal. You 
can run one truck at a time, and if a plant only ships one 
or two loads a day, trucks are the ideal vehicle. Use them 
in areas of limited volume, then when you get into areas 
with longer lanes and greater density, like Minneapolis 
west or south, you can use rail with its lower costs, assum
ing it is running on time. 

Customers don't say, "Send it by rail. I don't have to have 
it on time." The plant shuts down whether it's by rail or 
truck. And this is driven by economics, not by public poli
cy. Rational buyers, our customers, know that in certain 
areas as they work with those modes, those are fundamen
tally sound economics. Running a truck from the Midwest 
to the West Coast can't compete against a good, on-time 

7 

For instance, we had an experiment with CSX on the Iron 
Highway where they were trying to get movements from 
distances as short as Chicago to Detroit, or Chicago to 
Minneapolis in smaller groups. I'm not sure what the cur
rent status is, but these kinds of experiments will continue 
because railroads know that they've got to be competitive. 
If they're successful they're going to get the freight and if 
they're not, the customer will try something else. That's 
the way the free enterprise system works and it's the best 
possible way to make these kinds of things happen. The 
point here again is that there is very little competitiveness 
between the two modes. The economics that drive them 
are naturally different. 

Driver Shortage 
This is a major concern in the motor carrier industry today, 
and to decide whether it is an accurate perception or not, 
we need to understand the nature of the driver's work. At 
Schneider National, our salary structure is skill-based and 
the typical over-the-road driver can probably expect to 
earn approximately $50,000 a year, which is a pretty well 
paying job. In addition, we work hard at recruiting and 



training our drivers. We have our own training programs 
and we spend about $6,000 on every new driver trainee 
before they go on the road. It's an extensive and we think 

' ' a very good program. But even taking salary and training 
into consideration, the fact of the matter is that driving is 
hard work, largely due to the fact that you aren't in control 
of your own life and personal time. 

At a typical job in a factory or an office, people go to 
work at a prescribed time in the morning, whether that's 
7:00 or 8:00a.m., and they can expect to leave at 4:00 or 
5:00 in the afternoon. So ifl work on that schedule and 
want to see my son's soccer game at 5:30, that should be 
possible. Now let's say I'm a driver and expect my run to 
end at 3:00, but I get tied up at a shipper's dock and am 
delayed for several hours, so now my day gets stretched to 
7:00 and I've missed the game. Or, my family has a camp
ing trip planned for Friday and the kids are all set and the 
car is packed, but I'm tied-up in a traffic jam somewhere 
and the camping trip gets delayed. That's what a driver's 
lifestyle often turns out to be. 

The same is true with local jobs. My son just graduated 
from Northwestern University. He went through training 
and earned his commercial driver's license (CDL) so that 
he could drive part time between classes, but he was chal
lenged continually. On days that he didn't have class 
before 2:00p.m. he assumed he'd be able to work a morn
ing shift. But even though he was driving out of our rail 
yard in Chicago, invariably he'd get tied up at a dock 
somewhere and would have to miss class. So it isn't just 
over-the-road drivers who have to deal with scheduling 
problems, it's a very serious lifestyle issue for all drivers. 
We find that the drivers who leave Schneider National 
don't do so to go to another carrier. They tell us they are 
leaving because, fundamentally, the work takes too much 
out of their lives. Even though the pay is good, they want 
other things in their lives besides work. So our challenge 
is to bring in good people on an ongoing basis. 

Drivers, like everybody else, fit into categories. For 
instance, we have some who say, "I spent 20 years in the 
Navy and was gone for three to six weeks at a time, so 
this is a dream job. I just want to get home every ten days. 
In fact, if you bring me home more often than that I'm 
going to be unhappy because I want the mileage." Others 
say, "With my family the way it is, I need to be home 
every second or third night." And other drivers require a 
strict daily schedule that gets them home every night. 

We also use independent contractors. This is the group of 
drivers whose primary goal has been to own their own 
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truck since they were sixteen. Emotionally, this is very 
important to them for a variety of reasons. Maybe it's 
because they have the capability, or it's because they want 
to paint their truck chartreuse or pea green, but they can 
do whatever they want because it's their truck. So, because 
it's important for us to hire independent drivers, we work 
with their particular needs. 

The point I'm making is that in order to talk about a driver 
shortage as a general concept, it's important to understand 
that what we're really saying is the work is hard and as an 
employer you have to be willing to accommodate the vari
ety of needs of your drivers. Schneider National doesn't 
have any trucks sitting idle. We work hard at scheduling 
and training our drivers, as I mentioned, and have been 
successful at retaining the number of drivers we need. 

Customer Service Measurement 
Remember the inventory chart we looked at earlier? The 
reality is that every one of our major customers now mea
sures us at an extremely high quality rating. That's 
because they've eliminated the back-up inventory and the 
merchant doesn't want to lose a customer because of 
delivery problems, so they measure our performance by 
compiling statistics relative to the commitments we've 
made to them and how we're meeting their needs. 

But it goes further than that. Let's consider a survey of 
logistics providers that Bud Lalonde produced at Ohio 
State which demonstrates how the people responsible for 
moving goods think. The basic question was, what per
centage of your products are shipped JIT (that's an auto
motive term for just-in-time), or QR (quick response, 
which occurs more in groceries and that kind of trade)? 
The responses indicate that inventories are going to con
tinue to diminish in this country, which is very consistent 
with our own experience at Schneider National. 

The same thing is true if we look at order cycle time, 
because without inventories a faster response time is nec
essary. Transit time is not the only factor. The total order 
cycle time needs to be considered, and that's why this is 
such a valuable chart. A customer asks us, "When I know I 
need to reorder, how quickly can you deliver? Can you get 
it here tomorrow or the next day? What's your standard?" 
We're working hard to find ways to keep cutting response 
times, and you can see from the Ohio State survey that 
these demands are going to continue to get tighter. 

Safety and the Size of Equipment 
We've all heard a lot of rhetoric about increased truck size 
causing more and more accidents, so let's take a look at 
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Figure 3: Heavy truck crash data, 1977 to 1994 

the facts. Figure 3 illustrates the number of medium-to
heavy trucks involved in fatal crashes from 1977 to 1994. 
The line beginning at the upper left comer represents the 
number of fatal crashes, and the other line is the number 
of vehicle miles traveled. In 1977 we were running 40-
foot trailers, and then we moved to 42 feet, and then 45 
feet, and now we're at 53 feet in all but about 20 states in 
the south and west where it is legal to run 57's. Also, 
please remember in 1982 we had national legislation that 
allowed us to increase the width by six inches plus we 
increased the weights in the tandems and so on. 

There is absolutely no correlation between the increased 
size and the number of fatal accidents that have occurred 
in this country during this period. In fact, think about it 
this way: Larger trucks are capable of carrying more 
weight, so the driver in that vehicle is more productive. A 
higher rate of productivity makes it possible for us to pay 
the driver better and justify more investment in the vehicle 
itself. The training that goes into safety and related areas is 
probably greater, while at the same time the dollars invest
ed in maintenance are larger. All of these factors combine 
to explain this, in theory at least. Now you may counter 
that we have developed better highways, better controls, 
better safety features, etc., but I think it makes just as 
much sense to say that being able to pay people better 
allows you to retain your experienced drivers and spend 
more on training so that they become more safety con
scious and more effective. So let's put an end to the 
premise that bigger trucks are more likely to be unsafe. 

Let's also recognize the fact that during this same period 
vehicles evolved and that evolution will continue. An axle 
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manufacturer has now patented a steerable rear axle that 
reduces the swing of a vehicle as it turns a comer by a lit
tle over 20 percent. A standard 53-foot trailer with a steer
able rear axle automatically adjusts as you tum the comer 
and then straightens itself out once you're back on the 
straightaway in less space than a 40-foot trailer without 
the steerable rear axle. This technology is going to be very 
advantageous as we begin to think about how we can 
increase productivity in this country with tridems. Europe, 
Canada, and Mexico all run tri-axles. The studies conduct
ed by the Transportation Research Board have proven that 
tridems equipped with the steerable rear axle do less dam
age to the highway than tandems do. This is another 
opportunity for us to continue to increase productivity by 
reducing transportation logistics costs and helping people 
live more economically while doing less damage to the 
highways. 

My point here is that this country is going to continue to 
develop new technologies that have a positive impact on 
productivity and safety, and we must keep an open mind 
to all the changes that are taking place. As I stand here 
today I have no way of knowing what's on the drawing 
boards right now that could affect my business next year 
or the year after, so when we think about the entire econo
my and the number of changes that are bound to take 
place, we need to be open to every possibility. 

North American Market 
The reality is that increasingly our borders with Canada 
and Mexico are resembling state borders more than nation
al borders. That's important from a moral as well as from 
an economic perspective. Take the Mexican situation. The 
best way to solve the fencing and immigration problems is 
to allow the Mexican economy to raise their standard of 
living to the point where there are as many opportunities 
in Mexico as there are north of the border. At that point 
you can do away with the fences and guards and all the 
other issues, which would be doing them a real justice. 
When we look across a fence and see people coping with 
that dramatic a drop in the standard of living relative to 
the people in the United States, it is fundamentally a moral 
issue. And it's wrong, it just is wrong. We don't need to 
give them charity, but at least we need to allow them to 
develop a similar standard of living by sharing our 
advances in productivity and technology. Then let's open 
those borders legally by allowing the North American Free 
Trade Agreement (NAFTA) to take place. 

With Canada, for instance, we can clear customs in less 
than a minute. Our customers that have never been cited 



for errors electronically transmit to the border crossing 
what's on the load. Canadian customs focuses on the carri
ers they've had problems with and because we have never 
been picked up with contraband, as soon as they get the 
clearance, they zip us right through. Getting to and from 
Canada is as easy as running from Wisconsin to 
Minnesota, and the same should be true with Mexico. This 
is a land market with uniquely different nationalities that 
add diversity to the situation, but from an economic per
spective, it's the right thing to do. We're certainly not in 
the position right now to enact this arrangement with 
Mexico, but I'm confident that if we continue to support 
the concept, it will happen. 

Let me also say that we really do need to honor the 
NAFTA agreement. We have a Mexican intra-operation 
just as we have a Canadian operation. As you can well 
expect, because we don't allow Mexican trucks into the 
States because we question their safety record, they have 
retaliated by giving the American carriers in Mexico a 
hard time. This is typical politics, but it costs both coun
tries a lot of money and it shouldn't have to be the case. 
When we eliminate the politics and let the natural eco
nomics come to the fore, all three of our economies will 
benefit. This is a North American market and it will con
tinue to grow as we make it easier to transcend the bor
ders. 

Technology 
With increasing technology, how do we reach the point 
where we can get the quality of service on time up to 
where it is? Well, every two hours each one of our vehi
cles is polled by a satellite, so when you're moving 
10,000-to-12,000 loads in a system the computer knows 
exactly where that load needs to be at a given time in 
order for it to be delivered on time. That technology is 
available to our customers and it's available to us. At the 
same time, because we have the computer capacity, we 
have the ability to collect a lot of data we can use to better 
manage both our internal operations and our customer 
operations by continuing to eliminate waste. Much of the 
reason that logistics costs keep falling can be traced to 
this. 

Logistics Outsourcing 
One of the major changes in our industry is the amount of 
activity around what is called "logistics outsourcing." 
Increasingly, a lot of our customers recognize that they do 
not have the personnel, the systems, or the knowledge to 
manage on a real-time basis the changing dynamics of 
moving a particular load on time at the lowest possible 
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cost while reengineering their systems to get better value 
and remain competitive. So many of them are outsourcing 
that activity to a carrier with the capacity, the technical 
people, the operations research people, the computer sys
tems people, and the knowledge and expertise to accom
plish it for them. 

Fundamentally, people can get confused about what out
sourcing is. Basically it is a tool for the logistics manager. 
Contrary to those who feel that outsourcing means they 
are no longer responsible for doing the work, what they're 
really doing is hiring people with the engineering and 
technical skills to support the transportation manager to 
get better value added. As a result, whether you have peo
ple doing the work on site or on an ongoing contractual 
basis, you've guaranteed quality of service at a cost your 
customer can afford. 

Let me give you an example. One of our logistics con
tracts is to supply all of General Motors' automotive deal
ers in the United States and Canada. General Motors' goal 
is to increase the quality of the parts flows to their dealers. 
They know that if customers have had a bad experience 
with the dealership, such as maintenance delays because it 
took the dealer a long time to get the needed part, those 
customers are more inclined to purchase their next car 
elsewhere. Obviously, the dealership wants to be the best 
in its class but wasn't because of inventory control prob
lems, so it has contracted with us to meet its frequency 
needs while at the same time refiguring and refining our 
loads to provide service at a lower cost. That is what 
we've promised in our contract with General Motors and it 
is a perfect example of the role of logistics in our industry. 

Our discussion of logistics gets even more complex when 
we put it in the context of truck-rail transportation. Now 
you have to factor in when the particular train leaves, the 
location of the plant, and the kind of quality service they 
are expecting. Then you need to decide whether the load 
should go by truck or, if it's six hours later, by rail, and 
whether it should be sent in a dedicated operation or with 
other carriers. Logistics makes it possible for us to manage 
a lot of loads through other carriers because they have 
empty miles that are economically viable for us to use for 
the good of our customers. So carriers are sharing loads 
while still being accountable. In many instances, that kind 
of dynamic real-time no longer fits the ability of a human 
being. You need the advanced systems and the develop
ment of new concepts that ultimately allow this to work on 
an ongoing basis. 



Conclusion 
Let me summarize by saying that rather than separating 
the transportation industry into categories like trucking, 
railroads, or air freight, it's time to realize that we're all in 
the business of moving loads. In the broader scheme of 
things, we're in the business of supplying this country's 
needs at the lowest possible cost so that the ultimate price 
is the best value to everyone involved. And that's why a 
lot of the work that some of you do around highway infra
structure is so important, because good highways are criti
cal to the entire process. Contrary to a lot of misconcep
tions, building better and more highways will not result in 
taking more freight off railroads. Railroad economics are 
unique and they will continue to be, just as railroads will 
continue to improve their on-time performance, because 
market forces will make them. Ultimately, the roads you 
build, those in rural areas and so on, are going to feed the 
railroads, and where they don't, they will provide good 
distribution so those goods can get to the consumers who 
need them. But these decisions must be market driven. 

This industry has done a great job and it continues to 
make tremendous progress. All of you in this room, one 
way or another, either directly or indirectly, have an 
impact on transportation, and what we need to do is recog
nize the fact that there is still a lot of opportunity and a lot 
of creativity that can happen in the future. 

Keynote Questions and 
Answers 

What kind of technology do you see in the 
future? 
You really can't predict what is coming next. I do know of 
one communication technology down the road- involving 
satellites-which would be a big help to move us beyond 
our current capability to communicate with our tractors. 
There are a number of companies with methods for emit
ting a signal to a low-orbit satellite that will indicate a 
trailer number and its precise location when it is parked by 
itself. That would be helpful. We still have problems with 
theft and hijackings. That technology would help in those 
matters as well as for just managing a particular trailer's 
location. That's an example of some type of a continuing 
technology. The technologies we are interested in are the 
very practical ones that continue either to improve the 
quality of service that our customers render or remove 
inefficiencies in our operations. 
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Is there a relationship between declining costs in 
logistics and the time period related to deregula
tion? 
First of all, I believe that the marketplace is the best 
method for regulating an economy when you have morally 
responsible leaders who understand the role of a company 
in the free enterprise system to compete effectively. On the 
other hand, sometimes people overplay the role that com
petitiveness has had on logistics. I contend that the biggest 
single factor in driving costs down has been that the gov
ernment got out of the business and allowed the various 
players to get creative and work together. 

Most of the progress we've made is the result oftwo fac
tors. One, obviously, is due to increased vehicle size and 
weight and productivity for the driver, but even more 
important is the working relationship between many of the 
customers in taking waste out of the system. Let me share 
one example. Over a period of time, Proctor and Gamble 
has recognized that there is a cost when a vehicle, an 
asset, is tied up longer than necessary at a receiver's or 
shipper's dock, and that the driver's time is also costly. 
They have worked on this problem and in the last year 
have come up with what they call an express delivery con
cept. The concept is pretty simple. They have gone to their 
customers and said that if you, on average, unload those 
vehicles from the time that they enter the gate, not just at 
the dock, until they leave, you will get our best price. If 
you don't there is a higher price involved. They put some 
money behind it because they knew that inventory turns 
and flows were very important. That kind of cooperation 
continues to reduce costs, but would we have done that if 
we were regulated? We didn't have that kind of relation
ship with our customers. It was more adversarial, so in a 
sense, it was competition. 

Certainly there are many very good competitors. Trucking 
especially is very competitive. There are literally hundreds 
of carriers that can do a good job. Even more important to 
me is the cooperation, but in a sense the efficiency is the 
result of deregulation because now shippers know they've 
got to work with us and we've got to work with them to 
meet both of our needs. 

As the interstate system enters its 40th year of 
service and pavement conditions are eroding, 
there is a lot of talk about the trucking industry 
being responsible for a lot of the damage and 
that perhaps there should be a user fee or user 
tax towards that. Can you turn that around and 
talk about your cost sides? With deteriorated 



pavements, certainly your operational costs are 
going up. Has the trucking industry looked at the 
cost of the infrastructure and how that affects 
your operating business? 
I think what you're saying is that if there were better high
ways we could see some type of cost-effectiveness that 
would ultimately be passed on because the marketplace 
would pass it on. Is that what you are asking? 

Yes, in general. Since the pavements are deterio
rating, your operating costs to maintain your 
vehicles must be increasing. 
Yes. 

Have you addressed that on a proactive basis 
rather than always answering, "Why should we 
pay higher taxes than a normal car?" 
As highways have deteriorated, our operating costs have 
gone up. Now, do we look at that and ask, "Gosh, if we 
were to support some type of a fuel tax increase which 
would go back into the highways, would we end up with 
actual lower costs?" I would like to say that conceptually 
that makes good sense, but candidly I'm sure that nobody 
in our industry, including us, has analyzed it that precisely. 
In a general way, we can understand the fact that if the 
money is used for highways and is spent well, certain 
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types of tax levels will generate more productivity. What 
we'd like to see at the same time is to follow the 
Transportation Research Board (TRB) study and get some 
tridems with increased weight to justify a little higher cost, 
which should result in less damage to the road. At the 
same time you can reinvest some of the savings you real
ize as a result of the productivity increases you're going to 
get from running those kinds of vehicles. 

One of the challenges we have with all highway funds is 
the political reality that once funds are collected there is 
always a shortage of funds for governments to use for 
many different reasons, and there are a lot of good ideas 
about how those funds should be spent. In contrast to col
lecting highway use taxes to fund good roads, too often 
the taxes are used for a lot of other reasons that may or 
may not be legitimate, but are politically motivated. We 
also have the challenge nationally of the Highway Trust 
Fund not being spent. One of the ways to keep the deficit 
within line politically is not to spend funds for highways. 
Now it doesn't make any sense because you would think 
that spending highway money would ultimately generate 
more taxes in a growing economy, but on a short-term 
basis, politics being what they are, people have to look at 
that deficit. 



Panelists: Carl Olson, Frederick 
Beier, Roger Wigen, and Frank 
Dooley 
Moderators: Gerard J. 
McCullough and Gary 
DeCramer, CTS Senior Fellow 

Introduction 
Gary DeCramer: The planning 
committee for this forum (see 
Appendix C) defined four objec
tives for our forum participants 
to consider: 
1. How are statewide and 

regional freight decisions 
made? 

2. What are the costs and logis
tics considerations of carrier 
movements? 

Left to right: Gerard McCullough, Don Schneider, Frederick Beier, Frank Dooley, 
Roger Wigen, Carl Olson 

3. How does logistics serve Minnesota's economic devel
opment goals? 

4. What changes in transportation investment and trans
portation management are needed to enable the state to 
be competitive? 

When I asked our four reactor panel members to join us, I 
included these objectives in their letters of instructions, 
but their comments are not limited to those four areas. 
We'll take about ten minutes per person and then open it 
up to questions from the audience. 

Panel Opening Remarks 

Carl Olson's Remarks 
First, I want to talk about how regional transportation 
decisions are made in Minnesota. In the Twin Cities metro 
area virtually every mode of transportation is readily avail
able. In the outlying areas such as northern Minnesota, 
there are a limited number of options, some of which 
become very expensive because of the hoops the carriers 
have to jump through to provide service, such as limited 
amount of volume. Don mentioned that decisions regard
ing which mode of transportation is used are dictated by 
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efficiency. And deregulation would also possibly help, but 
there are some areas of the state where some of the modes 
of transportation have disappeared since deregulation, pos
sibly because they're not economically feasible for the 
providers. Shippers from areas where these transportation 
modes are available still want to ship by these means, so 
there has to be some sort of common ground between the 
shippers in the different areas. I'd like Don to speak a little 
bit about that in his comments. 

Second, one of the things that we see in the transportation 
industry is the difference in trucking regulations between 
states. For instance, we have different length laws in some 
areas and slightly different interpretations of the same 
length laws, especially when it comes to measuring trailer 
and tractor trailer length. Different states use varying 
points of measurement on the vehicle and they don't end 
up being uniform for each state, so the driver's load may 
be legal in one place and, 50 miles away, may be illegal, 
with no way for it to become legal. In addition, there may 
be no way for drivers to load legally for the area 50 miles 
away and do it economically, so they're forced to haul 
only 80 or 90 percent of total available volume. That is 
something that the states can work together to eliminate. 



Ttt.P~ 
Carl Olson serves as traffic manager for Marvin 
Windows and Doors. Before joining Marvin 
Windows, he worked for Target Stores. 

Frederick Beier is professor of marketing and 
logistics management and the director of the 
Logistics Management Research Center at the 
Carlson School of Management at the University 
of Minnesota. His research interests include part
nerships and other forms of logistics integration 
between carriers, consignors, an'd consignees. 
Most recently he did research into short-line rail 
interests, what their economic impacts are, and 
how they are emerging as an alternative in goods 
movement. 

Roger Wigen started his career with the Great 

Also, I think there should be more cooperation between 
the different levels of government, whether it be state, city, 
or federal, to develop a uniform code for highway con
struction that would allow for the most efficient vehicle 
use. 

Schneider's Response to Olson 
The issues of deregulation and available modes are very 
similar. With airline deregulation, when a number of com
munities couldn't generate the amount of traffic to legiti
mately justify frequent service and larger planes, they ulti
mately ended up with either feeder lines or smaller planes. 
When we get into averaging, which is what happens in a 
regulated system without the opportunity for greater cre
ativity, we end up in a situation where we don't get the 
kind of effectiveness that we see in today's economy. So 
there isn't any question that when shifts take place and 
density is lacking, some people aren't going to be able to 
use certain modes. But is it fair to place the burden of a 
higher transportation system on everyone just because one 
particular shipper wants to use it for his own personal ben
efit? In my estimation, no, because it doesn't bring out the 
best, ultimately. I think that that is probably the best way 
to allow the system to function rather than having some 
decision maker other than a shipper or a carrier make 
those kinds of decisions. 
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Northern Railroad and ultimately became trans
portation manager for 3M, where he worked in a 
wide range of interests including domestic and 
international policy, strategic planning, private fleet 
operations, rate negotiations, contracting, regula
tion, and legislation. Just recently he retired and 
established Roger Wigen & Associates, specializ
ing in transportation logistics and regulatory and 
legislative reform. 

Dr. Frank Dooley has been an assistant professor 
of marketing at Moorhead State University and 
worked as a research associate with the Great 
Plains Institute at North Dakota State University, 
where he is currently assistant professor of 
agribusiness. His research program in agribusi
ness includes strategic management and total 
quality management, transportation, and logistics. 

Regarding length laws, generally speaking, the interstate 
system has pretty standardized regulations but some of the 
states have unique requirements. One of the more frivo
lous ones, for instance, is in Massachusetts, where you can 
run 53-foot trailers but only if you display the number 
"53" in specific size letters on the side of the trailer. If you 
don't they'll stop you and impound the trailer. Somebody 
enacted that law and we have to abide by it. 

Even more important, as we talk about North American 
trade, are the contrasting laws within Canada. This really 
is a hindrance in the northern tier states where Canada is a 
natural market for most of our customers. Certain 
Canadian provinces have different rules from some of our 
states. The same thing is true with Mexico and the harmo
nization of rules there. Ultimately, that needs to be taken 
care of because it's costly and everybody pays for it. What 
kind of costs are we talking about? Probably $1.00 or 
$2.00 a car. On a box of cereal it's probably only a penny, 
but the point is that those costs are embedded in the day
to-day dollars we spend and they don't need to be, so cer
tainly we need to take care of that. 

Frederick Beier's Remarks 
I want to reaffirm many of things that Don said in his talk 
and it helps me answer the questions that Gary put before 
us. For example, Don began by correctly stating that he is 
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dealing with rational buyers. These people are quite ratio
nal and, because they're rational, how do you explain 
freight flows? Freight flows in the course of least econom
ic resistance, so that the historical method of selecting 
modes of transportation was on a very narrow economic 
basis. I think there are two things that have happened 
since deregulation that have broadened that decision 
process and made it more complex but also more effective. 

First, we've gotten better at measuring cost. That's why 
inventory has become the enemy. We now realize how 
expensive inventory is and so the obJective is to drive 
inventory out of the supply chain. When I was in school 
we studied inventory theory in terms of "I have a pile, you 
have a pile, he has a pile, and we want to make sure we're 
never out of stock." Well, we have a completely different 
decision framework now because we have better tools, 
partly through technology, that allow us to measure those 
costs. The other thing that's changed, not necessarily 
since deregulation but almost a bit before it, is that we 
have become more demanding as consumers. There is 
much more emphasis on customer service and we've been 
able to measure the effects of customer service more 
through market intelligence, market research, and so forth. 
So this is a changing business that's becoming more com
plex because of technology, while at the same time tech
nology seems to be allowing us to study more complex sit
uations. 

These are not easy decisions. One of the things I don't 
think Don emphasized enough is that they are so complex 
because nobody makes these decisions by themselves. It's 
not Don Schneider who makes this decision, it's Don in 
concert with the consignor and the consignee. This is at a 
minimum a three-comer decision that has to be made. The 
new era of logistics requires that, if you're going to be 
effective, there is a lot of interorganizational coordination. 
Schneider National 
needs to know about 
3M's operation, 3M 
needs to know about 
Schneider's operation, 
and they all need to 
know about WalMart's 
operation. These are 
much more complicated 
decisions now than they 
used to be. 

One of the four ques
tions posed for today's 

forum is, "How does logistics relate to Minnesota's eco
nomic development goals?" I think Don correctly pointed 
out that you need reliable delivery service. It's not impor
tant for me to know exactly how long it will take to deliv
er the product as long as you tell me when it's going to get 
here. What allows us to provide reliable delivery service? 
Somehow in this competitive world I have to substitute 
reliable transportation service for piles of inventory. That's 
the simple tradeoff. What forms can reliable transportation 
take? Well, it can take many forms, but one of the things I 
need is access to infrastructure. I need access to communi
cation technology so I can monitor my shipment and I 
need adequate choice of transportation modes. To the 
extent that there are artificial barriers that prevent the 
entrance of new modes of transportation to be offered as 
choice, then I'd say we have to look very carefully at 
those barriers because they don't, or probably don't, serve 
the economic interest. Some modes have greater barriers 
than others simply because of the economics associated 
with them. I could get up tomorrow and think about start
ing a truck line, but I'd be hard pressed to get up tomor
row and think about how I would approach starting a rail
road. The capital requirements are dramatically different, 
so there are natural economic barriers but there also may 
be other artificial barriers that prevent those modal choices 
from happening. 

What I'd like to do with the rest of the time is to give you 
reactions to some of the points in Don's talk. I'm interest
ed in truck-rail and agree that truck and rail are comple
mentary rather than competitive, but I'm interested in 
whether you, Don, see any future broader interaction 
between the two industries besides intermodal. Do you 
possibly see any benefits from any closer relationships or 
even a merger of those two technologies? 

In regard to the driver shortage, money doesn't seem to be 
a solution, if I understand 
Don's perspective, and I'm 
very interested in that. My 
economist colleagues 
would be interested in that 
as well since it's apparent
ly not a question of just 
raising salaries. Is there 
something that can be 
done to prevent the driver 
shortage from being a 
restraint on the future 
growth of the trucking 
industry? 

Gerard McCullough, Don Schneider, Frederick Beier 
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I've already talked about the emphasis on customer ser
vice. It is absolutely more critical without inventory as a 
safety net. For me, that ties into technology and the fact 
that now everybody in this three-cornered decision can be 
communicating. If you try to do business with some large 
customers and don't have Electronic Data Interchange 
(ED 1), then you just won't be able to do it. There are cer
tain minimum technological techniques that have to be 
used in business and any participant needs access to those 
technologies. 

As far as the North American market is concerned, I'm 
interested in whether there is a case for calling it "selec
tive enforcement," in the sense that when a Schneider 
truck pulls up to the border and everybody says those are 
good guys, it sails through customs, but when the Freddy 
Beier truck line pulls up they hold me there for a couple of 
days. Is there some way we could systematize that and 
eliminate some of the randomness associated with it? 

Schneider's Response to Beier 
First of all, from the standpoint of greater interaction 
between railroads and trucks, my judgment is that the kind 
of management that is required in a railroad is not con
ducive to running a trucking company. One of the realities 
in the trucking industry is that there are minimal 
economies of scale and the number of levels with which 
you manage means that the key decision makers through
out that company need to be close to the basics in the 
industry: the driver, the customer, the load, and the various 
economics involved. If you promote them too far they 
make poor decisions because they don't know what 
they're talking about. In the railroad industry you're deal
ing with the opposite, which is that there are great 
economies of scale and as a result the structure can be dif
ferent. That's why sometimes, kiddingly, people think that 
dealing with a railroad is like dealing with the United 
States Army, where you've got the structure and the for
mality and all the other things involved. Slowly the indus
try is losing that, however, because they have to be more 
flexible and adjust. 

Making good use of technology is really critical from a 
customer service perspective. Right now our customers 
can access our mainframe at any time and find out the 
exact location of their their load. We can tell a mass mer
chandiser where a vehicle and container are as well as 
what particular items were shipped so if the customer 
shipped it short they know that they're going to be short at 
a store. All that information is readily available to them 
now, because we've developed technology that didn't exist 
several years ago. 
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From a driver shortage perspective, I think partly the issue 
of money is accurate. We have paid well because we 
believe that's the key to getting high quality people. 
However, money, of and by itself, isn't going to retain dri
vers because people want more out of the job than making 
a living. More important, work is an opportunity for self 
actualization and most of us, if we think about the reasons 
we work, find ourselves getting tremendous self-esteem 
from the fact that we do challenging things and, ultimate
ly, we see that we are capable and can make an impact. 
Every human being I know needs that out of a job, and 
drivers are no different. I drove a truck years ago when I 
was in high school and college, and when I accomplished 
something I felt good because I knew it was tough and as 
a result of that, I felt good. People work for that reason. 
So the way you manage drivers is a critical variable. The 
carriers in the industry that have driver shortages generally 
deal with them with less respect and as a result have tried 
to substitute money. That does not mean that people 
shouldn't be paid well, but money alone doesn't always 
meet the needs of that particular person. 

From the standpoint of the North American market, you 
are very astute. That is exactly what Canada is doing. If 
you talk to their customs officials they will tell you that 
it's unwise to stop every truck to check for contraband or 
to verify the accuracy of the load with the written informa
tion. So they zero in on the people who are not reliable or 
trustworthy, whether it's a shipper or a carrier. Mexico 
hasn't done that yet. I can tell you it would take about five 
years, Fred, for the Freddy Beier truck line to be cleared if 
one of your drivers ever happened to smuggle some drugs. 
Then in a little while you could join that elite group of 
trucks that are allowed to flow through. 

Roger Wigen's Remarks 
When I heard Fred talk about complexity, I couldn't help 
but think that complexity is a word we're trying to banish 
from our transportation and logistics vocabulary because 
the whole secret of improving the supply chain is to make 
the process simpler and easier to use. By doing that, by 
eliminating waste, by eliminating the nonvalue-added 
activities and by fine-tuning the process and cost, you're 
really going to meet today's corporate goal- to identify 
your customers' needs and supply it. Today's customer 
wants it better, cheaper, and faster. The answer for making 
it faster, cheaper, and better is productivity improve
ment-taking the waste out of the supply chain system. 

If I consider that in terms of the questions raised in the 
introductory letter for this forum- how statewide and 



regional freight decisions are made- I look at it in two 
ways. The first is from the perspective of shippers. They 
simply look to see how fast and cheap their customer 
wants it, when they want it, and in what condition they 
want it in, and then quickly select from available options 
which carrier and which mode they're going to use to get 
through a process which has gotten simpler and faster. 
When we look at cost and the logistics considerations of 
carrier movement, it's very straightforward and very much 
in tune with the productivity issue. The goal in any logis
tics consideration is to get it to the customer on time while 
eliminating nonvalue activities from the entire process. 

How does logistics serve Minnesota's economic develop
ment goals? I believe by preserving jobs through the com
petitiveness of Minnesota companies and at the same time 
by encouraging other companies to come to Minnesota to 
do business or come through Minnesota to do business. 
This is how we best serve the economic development of 
Minnesota. 

When I looked at the last question regarding what changes 
in transportation investment and transportation manage
ment are needed to enable the state to be competitive, I 
thought that was really going to be the essence of our 
forum today. I believe that we need to send some kind of a 
message to our legislators as to what changes are really 
needed to encourage investment in Minnesota. I think 
what we need to do is make the process easier, faster, and 
more productive. For example, today it takes years of 
deliberation to improve something like infrastructure. The 
most recent example that comes to mind is the Phalen 
Corridor Project in St. Paul, which has been very success
ful in building a bike path that runs along the primary 
manufacturing operations of the two biggest businesses in 
St. Paul: 3M and Stroh's Brewery. Yet the project has not 
yet fully considered that those two manufacturing opera
tions need better access roads to the interstates. So I think 
we need to find a way to make the infrastructure process 
easier by having government, the private sector, and the 
academic sector work together to make the process more 
productive in terms of outcome, considering all needs. 

When we look at something like sizes and weights which 
Don alluded to, again there have been years of delibera
tions and the outcome has been 30 or 40 different weight 
and size applications by states. You can imagine what that 
means to a driver standing on the dock loading a truck. He 
doesn't know whether to load it one-third full, or one
quarter full, half full, or completely full. Educating a dri
ver about all size and weight limitations is an impossibility 
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in today's process. When a customer calls and says they 
need a full truck of something and they want it all at once, 
not in pieces, we warn them that there might be a compli
ance problem. Their next question is usually, "What's the 
penalty?" If we say the penalty is $100, that's usually not 
an issue. So I think sooner or later, in terms of sizes and 
weights and other regulations affecting trucking, we're 
going to have to adopt something that's uniform and maxi
mizes, in the interest of productivity, the fullloadable 
capacity of trucks and trailers. I think, Don, to do that we 
also need to find some way to educate the public on the 
safety of large vehicles and multiple vehicles. 

Finally, Don, I have one disappointment. I was listening as 
you spoke about the differences between managing a truck 
line and a railroad. Lately I have been encouraged by how 
the railroads and the truckers have set aside their differ
ences in the interest of increasing productivity. But this 
matter of heavier trucks has become a political monster in 
terms of crash commercials and other things that further 
public suspicions about heavier vehicles. So I hope you 
were saying that in jest, Don, and that railroads and truck
ers are well on their way to talking together more about 
productivity and how to simplify the entire decision-mak
ing process. 

Schneider's Response to Wigen 
Roger, I think you are accurate in saying that trucking and 
railroads are continually working more complementarily. 
More and more of the freight we're moving requires that 
we work with them, which eliminates a lot of the waste, so 
I really do see a good working relationship. We work on 
maintaining a very close commitment to the particular rail-



roads involved. My comment about trucking and railroads 
being managed differently only had to do with the man
agement structure, not the operating structure involved. 

As far as the comments you made about changes in invest
ment to encourage companies to come to Minnesota, one 
of the things that the National Industrial Transportation 
(NIT) League is encouraging is for the shippers to get 
involved in helping to make those decisions. Too often, 
politicians make decisions without asking the plant man
ager to tell them what needs to be done to help them be 
more efficient. As a result, they don't get that side of the 
story as much as they need to. The rest of Roger's com
ments are right on and he knows it because he was the 3M 
traffic manager for a long time. It's "faster, better, cheap
er," and that's basically the approach that's used in a very 
competitive market. 

Frank Dooley's Remarks 
I'm going to go through the questions we received in 
advance, the first being, how are statewide and regional 
freight decisions made? We recently had a week-long visit 
at North Dakota State University from an Australian truck
er. Don mentioned what Deming did for the U.S. econo
my, and one of the things our visitor talked about is that 
Australia has gone to total quality management for their 
weigh stations. Similar to Don's story about crossing the 
U.S./Canada border, when the Australian driver pulls up to 
the weigh station it's the same effect, because his firm has 
a reputation for meeting load requirements. Officials are 
concerned that he's loading the truck properly and they 
audit trucks from firms with spotty reputations, but if you 
have a high reliability rating, you can pass through with
out stopping. But there is another incentive. If you load 
your truck properly you have a higher weight limit and 
more productivity. He said the thing he can't understand
and it's an optional program-is that you can go under the 
old model in which you're stopped and weighed to make 
sure that everything is legal, but most of the truckers don't 
know about the new monitoring system. 

I know our focus is on Minnesota, but if you consider 
Marvin Windows, many of the loads also come into North 
Dakota. I think many of the shippers here have loads in 
and out of the region. We can talk about truck length and 
width laws, but perhaps a better approach would be to 
establish corridors such as one between Chicago and 
Seattle, or somewhere like that, where I get my paperwork 
done in one place and let it run. In other words, state gov
ernments could form a compact and many efficiencies 
could be gained. Some of these things seem so obvious I 
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wonder why they're not being done. 

I have a question for Don. I drive down to the Cities at 
least every other month with students to attend a Council 
of Logistics Management meeting, and as I drive I ask my 
students, what happened to all the old semis? I suspect 
that almost all the equipment you see on the road is less 
than five years old. Where are those old trucks? Where are 
they going? 

There was an article in the Minneapolis Star Tribune earli
er this week about someone in Washington, D.C., dis
cussing the way truckers are paid---changing them to an 
hourly rather than a per mile basis- and what that is going 
to do to operations. I think you already alluded to the fact 
that if you recognize it is a cost, it probably forces you to 
make different decisions. 

Concerning truck-rail, one of the reasons it would be diffi
cult to merge rail and the trucking companies is the 
Railway Labor Act, with its own set of rules for rail labor 
negotiations. But apart from that, you said that the funda
mental economic structure is different, so I started think
ing about the economic structure of Schneider, with 
11,000 units. Basically, we teach that there is a constant 
return of scale in trucking, so if you have one truck or 
11,000, your cost will be the same. I've been teaching 
logistics since 1984, and when I got started I used the 
Council of Logistics Management's definition, that "logis
tics" is the movement and storage of goods. In 1997, I say 
it's the movement and storage of goods and information. I 
think several of your slides really stress the importance of 
information. 

One of the things that might be similar between the rail 
and trucking industries, and I think probably why 
Schneider is different from Freddy Beier's Trucking 
Company, is you have information technology in place. 
That's probably quite costly, but I'm sure it results in sig
nificant economies of scale. Not every trucking company 
is going to be able to achieve those. 

If you go to Moorhead, or Fergus Falls, or Crookston, 
you'll often hear people say, "What are they doing down 
in St. Paul? They forget we're in business out here and we 
have to make money." They're very concerned about that. 

And of course, there is the issue of quality-although in 
many cases, quality isn't even an issue anymore, it's a pre
sumption. If you can't provide quality service, customers 
don't want to deal with you. Much of this can be traced to 



-
the CLM seminars over the past few years. About three 
years ago CLM offered a seminar on close buyer-seller 
relationships, and you talked about that as well, Don
how are companies coming together? From an efficiency 
perspective, there is a lot to be gained by sharing informa
tion, sharing forecasts, sharing production schedules, shar
ing investment. Another term that seems to be popular 
today is supply chain management. In my mind it's anoth
er word for vertical integration. Information technology is 
also a hot buzzword. There seems to be a real strong usage 
of these tools by the very large firms, the 3Ms, the 
Honeywells, the Schneiders. 

But my concern, as with someone in Fargo or Warroad, is, 
how do small firms fit into these systems? When we talk 
about what WalMart has done to the world, I think another 
way to say it is, what WalMart did to me, I'm going to do 
to you. It's going to move slowly through the system, 
which might work fine when WalMart tells 3M to upgrade 
if they want to be a preferred supplier, because 3M has the 
resources in place. Now 3M is turning it in the other direc
tion. They have lots of relatively small suppliers and some 
of them don't necessarily have the resources in place to do 
the same thing. Maybe we need to redefine extension. 
Perhaps there needs to be a logistics extension service that 
trains small firms to be suppliers for the 3Ms and 
Honeywells. 

That ties into my last comment. What changes in trans
portation investment and transportation management are 
needed to make the state competitive? Fred and I are edu
cators and we really struggle to get students to study trans
portation logistics programs. I suspect if we took a poll 
right now, most of you fell into logistics by accident. 
North Dakota State University has a graduate program in 
transportation logistics and the students are getting won
derful jobs, making more money than I am. It's really dis
couraging as an instructor. The concern I have, however, is 
that even though there has been public investment, we 
need a stronger public/private venture. Let's call it a close 
buyer-seller relationship where we can go to the legisla
ture or to our boards of regents and say that this is a criti
cal area of the economy and we need training in these 
areas. For example, Fred and I are putting together a new 
computer lab to train our students in the latest technolo
gies. We need feedback about what technologies are the 
most valuable. 

Schneider's Response to Dooley 
Regarding your question about where the old trucks go, let 
me tell you a story. If you ever go into the north country 
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most of the pulpwood trucks that you see are not standard
ized. There are a wide variety of vehicles. I had an indi
vidual come to me about three years ago and say, "Don, 
you need to establish Schneider National in Russia." I 
asked why we would want to consider this and he said that 
he'd gone there on a three-week mission and saw lots of 
our old equipment with the name plates painted over. So 
most of the tractors we sell get exported to Iran, or Egypt, 
or Russia, or Czechoslovakia, or places like that where 
they don't have the capital to put into equipment and 
where the relative labor costs, maintenance and so on, are 
such that they have the manpower to keep those trucks 
running. So a lot of the old equipment in this country goes 
into those markets. It's an interesting phenomenon. 

One of the things you asked about is the issue of informa
tion. In my view, inventory in this country has moved 
from fixed locations to the highway. When you know 
where those goods are via satellite, it is a much more 
effective use of capital than storing inventory someplace 
inaccessible. I think that that is reality-new information 
technology has allowed us to do those kinds of things. 

I think your comment about whether truckers should be 
paid by the mile or by the hour is begging the question. 
What we're really dealing with are very archaic rules. The 
logging rules that the carriers are operating under were put 
into place in 1935. Because they're politically sensitive 
they have not been changed since that time. About three 
years ago the New Yorker magazine assigned a reporter to 
go with a driver on a cross country trip and write an article 
about the experiences. One of the things that the writer 
touted, which was devastating but accurate, was that rather 
than keeping an accurate log at the end of each day, the 
driver waited until the end of the trip to fill out his log. In 
other words, he had no respect for the logs except for the 
fact that he had to comply with the rules when someone 
came in to inspect him. 

All drivers are different, and yet the rules try to make one 
suit of clothes fit every driver. In some instances a driver 
may run out of hours in Cutbank, Montana, and is forced 
to take 24 or 48 hours off to rest. If you were in Cutbank, 
Montana, can you image that you would go to sleep and 
get your rest? The whole concept of the way these rules 
were put into effect, the whole concept of what's changed 
in highway transportation, is different. The rules must be 
updated so that our drivers respect them and want to com
ply. It's like IRS rules. If most people didn't voluntarily 
comply, there wouldn't be enough enforcement agents to 
conduct audits and prosecute. That's why our system 



works. We need to get the logging industry to the point 
where the drivers understand that the rules are there for 
their benefit so they will comply voluntarily. As far as I'm 
concerned, arguing about whether our salary structure 
should be based on hours or miles is a 

keting, sales, manufacturing, and engineering. It really is a 
challenging career and relatively speaking, its stature in a 
lot of companies is rising. And I would agree that I'm not 
sure whether the states have caught up with that. I also 

frivolous way to think about it. 

Remote locations was another subject 
you raised. One of the aspects of our 
society made possible by available 
technology is that people can live in 
lower density areas. I hope you people 
in Minneapolis won't be offended, but 
some of those remote locations may 
offer a little better quality of life. In 
Green Bay, for instance, I get to work 
in ten minutes and I get to the airport 
in ten minutes. With today's technolo
gies, we can have very good manufac
turing locations in those places. It's not 
rare to hear some of the western states 
like Colorado touting the fact that peo
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agree that there is an urgent need for 
good systems and operations research 
people in logistics. A number of the 
people we're hiring in that particular 
field are from other countries. There 
are good career opportunities in logis
tics, especially in the technology side 
of the business. 

Last, let's not forget the opportunity 
states have to create very well paying 
jobs by training drivers. Too often, 
many of the small carriers that can't 
afford to train their own drivers just 
need people. You can't look at a 
$40,000 or $50,000 a year job and say, 
"We shouldn't be encouraging those 
kinds of job opportunities." So educa
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ple run national organizations from a Vail ski hill. The 
same thing is true with logistics activities. With informa
tion technology the way it is, you don't need to be in a 
given location to manage flows, so customers can have 
access to that information even in remote locations. 

Some customers have a misconception about a location 
out in the middle of nowhere, and as a result may question 
how they will get enough equipment flows to do what they 
need. Obviously, with certain types of industries like steel, 
some components move in very efficient rail cars, so you 
certainly want to put those kinds of locations where logis
tics is smart. But in other types of manufacturing, with the 
way we can control vehicle movements, the cost-effective
ness via truck is just as competitive in a remote location as 
it is in the Twin Cities. Most of those costs are charged by 
the mile and, with balanced operations, your mileage costs 
are, relatively speaking, fairly effective. 3M, for instance, 
has a number of remote locations. Roger knows the rea
sons better than I do, but they have touted those locations 
for the purposes of quality manufacturing and they get 
good service and very good costs. 

You commented about logistics being an attractive career 
choice, and some of you asked about deregulation. When 
we were a regulated industry I would have been hesitant to 
recommend logistics as a career. But now it is probably 
one of the most exciting careers I can imagine. You can't 
be a very narrow person because you have to know mar-
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tion does have a role and one of the things we need to do 
is be a little more vocal in raising these kinds of issues. 

Reactor Panel Questions and Answers 

I ship from the Red River Valley. Carl, how did 
you deal with the many shutdowns we faced with 
the snow problems this winter? Do you do a lot 
of just-in-time shipments like ourselves? 

Carl Olson: For our outgoing shipments, we don't operate 
as much on just-in-time (JIT). Our business is based on 
customer sales: customers order windows from us and we 
don't manufacture those windows until they are actually 
ordered. Then we have a ten-day delivery goal from the 
time the item is ordered until it is delivered to the cus
tomer. We do our best to maintain that goal, but when the 
weather is prohibitive we have to live with that. We keep 
our customers informed immediately if the driver calls in 
to say there are bad roads and they're stuck or moving 
slowly. We let them know that the shipment is going to be 
delayed so they can make the proper arrangements. We 
have a little more of a problem with our incoming freight, 
which we haul back in our own trucks, too. Some of that 
gets to be JIT and we did have a few instances where we 
were short of materials for manufacturing. Sometimes we 
shift our workers around from one job to another to help 
overcome that. 



Don, is there a reason why you primarily run the 
cab-overs rather than the conventionals? I'm in 
the feed, grain, and edible beans business, so we 
scale out much faster than we cube out. We have 
a problem with the way the tams are set up on a 
lot of your trailers. I seem to have a little easier 
time on the conventionals, and was just wonder
ing why you and Hunt have stuck with the cab
overs. 

Don Schneider: If our drivers had their druthers, they 
would love to have noncab-over tractors. Cab-over tractors 
have less weight in total, usually anywhere from 1 ,200 to 
1,500 pounds lighter. They are a little easier to maneuver, 
especially in more congested areas. But it's a weight issue 
rather than anything else. As far as scaling, with a fifth 
wheel we've been able to meet the various requirements 
for axle spacing while still scaling out. For some of the 
heavy paper shippers, 1,000 pounds means I have to cut 
one roll if I can't scale it, especially if you have a 3,000 or 
4,000 roll. That's somewhat untenable for them from a 
productivity factor. But weight is basically the reason for 
the cab-over tractor. 

Don, we are paper shippers and I'd like to make a 
point with regard to economics, capital invest
ment, and what it takes for us to compete. The 
Scandinavians can land product cheaper in New 
York than we can truck it there right now. Much 
of this has to do with just what you were talking 
about-utilizing the capacity of a trailer. To that 
end, another issue you talked earlier about was 
intermodal. One of the things we have watched 
with some amusement is the issue of intermodal 
out of Minnesota and also out of Chicago regard
ing terminals. What do you think needs to be 
done so that we end up with something that is 
workable for everybody? At this point we're in a 
situation where rail delivers the product in two 
days, but it takes a day to get it into the terminal 
and a day to get it out. 

Don Schneider: I think the answer has to do with the fact 
that a lot of times the yard operations create some of the 
delays that ultimately are blamed on the rail service. The 
comments you made are accurate in that the rail yards, in 
many instances, tend to be congested and do not have the 
technology yet. They're getting a lot better, but technology 
would allow for unloading of trailers by order of delivery 
instead of just moving down the line and unloading a 
whole train car, then putting it away, and then the trucker 
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going in and loading. With the tight windows, the ability 
to pull those trailers in that order and link them on a trac
tor and get them out is important. In some instances, the 
entrance and exit is a congestion problem. 

There is a big issue with rail-truck right now concerning 
who did the damage on a trailer. It sometimes takes a long 
line of people to unload a train. It may take three or four 
hours just to get out of the yard because somebody must 
inspect all the trailers to make sure there is a reliable, 
accountable damage issue involved. We work on that with 
our customers because our customers measure service. 
They like the economics of rail on those major dense lanes 
but they will not tolerate any difference in service level. 
So it behooves us to improve that service level, which 
means not just the line haul operating service but the con
gestion issue. 

I keep telling people that, conceptually at least, one of the 
reasons railroads have such favorable economics is 
because they have a monopoly on a particular load. They 
can combine all those loads and move them at one time, as 
contrasted to single moves, which gives them great eco
nomics. What you have to do then is manage the com
bined loads and still get the service level you need while 
taking advantage of the economics. To the extent that we 
improve that performance, we will meet the customers' 
needs better and better. Five years ago, in my opinion, per
formance was really poor, but it's gotten better. It will con
tinue to get better because the shippers, like yourself, mea
sure it and are changing carriers if they don't receive the 
kind of quality service they require. 

We talked about infrastructure. It is helpful to have good 
access directly to an interstate or to a major artery in a rail 
situation. Too often the railroad's yards are in the center of 
a city. If you think shipping by rail will remove conges
tion, what actually occurs instead is that trucks spew out 
of the center city rail yard where congestion is serious 
anyway. That's the reality of the situation. There isn't a lot 
of congestion on the interstate out in the middle of 
nowhere. So what we need is a way to leave those yards 
very efficiently, perhaps only needing to drive a quarter or 
half mile to some major artery, to help get the flows in and 
out of the yard. Loads all arrive on the train at once and 
you have to get them out within a very tight time window 
to make the deliveries. 

Particularly in metropolitan areas, what kind of 
impact does traffic congestion have on logistics? 
Is it a problem? How do you manage around it? 



Particularly, what do you think the public sector 
should be doing about that? As our Twin Cities 
Metropolitan Council, state DOT, and so on plan 
the future growth of this region, how much 
should we be thinking about logistics transporta
tion as well as the more visible "people com
mutes," and so on? 

Frederick Beier: I can't speak directly to the economics, 
but there is an obvious relationship with lack of reliability 
and congestion. To a certain extent, this is what I was 
referring to earlier by employing technology in situations 
where you get unplanned events, such as when somebody 
is trying to cross the metropolitan area and has to make a 
delivery time and gets locked into some kind of traffic 
jam. I anger my neighbors when I talk like this, but as I'm 
sitting there in the ramp behind some truck I ask myself, 
"Why doesn't the truck go on the bypass? They can make 
a lot more efficient use of the space than I can in my car." 
So, for me, the answer is in reliability and customer ser
vice. To the extent that you can't assure that, then you 
decrease the attractive nature of locating in that communi
ty. What a firm tries to do is locate outside it so it doesn't 
have to put up with congestion. 

Don Schneider: First of all, the issue of congestion is an 
interesting one because if you think about it, if you took 
all the trucks off the Minneapolis/St. Paul roads for a peri
od of time, you would find that the vast majority of the 
congestion is from cars. The trucks are, relatively speak
ing, a small number, and yet they certainly are an impor
tant consideration in the whole scheme of things. 

I mentioned one other thing. Too often people get the idea 
that if more shippers used rail we wouldn't have conges
tion. I'm not criticizing the railroads, because increasingly 
we're working more and more with them, but the fact is 
that in places like Minneapolis, Chicago, and Los Angeles, 
railroads are all in the center of the city and we spew out 
right into those major centers. In some instances, such as 
Target, mass merchandisers have just built warehouses on 
the outskirts. In those cases you're better off using truck 
shipping because you don't create congestion in the center 
of the city. Congestion is a major challenge for a trucking 
company. We try to plan for our drivers to enter the cities 
in nonpeak periods, so if they have the time needed, they 
will come in during evening hours and park. 

An interesting sidelight to that, though, is that we have 
had a number of serious hijackings in Miami. One of our 
challenges is to not to arrive in Miami until the truck can 
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keep moving during daylight and unload during daylight, 
because some drivers who have gone in and parked during 
the evening have been accosted at gunpoint and had their 
load taken. So they wait in the outskirts, in safe areas, and 
go in when they can go directly to a dock and unload. So 
you also have that kind of a challenge. 

This is a two-part question for Don. Being a 
leader in the electronics area, as you are, Don, do 
you see a future in electronic logs to the extent 
that that responsibility is removed from the dri
vers? Number two, when you talk about students 
for logistics you talk about it as a career, and 
when you talk about truck drivers you refer to it 
as a job. What's the difference? 

Don Schneider: Let me start with your last question. I 
believe that all people who work in our organization have 
equal impact and importance. It's just a matter of the kind 
of work that people do. For instance, I could say that I've 
got a job and a driver has a career. Drivers are interested, 
just like everybody else, in careers. In some instances, 
especially if they have the kind of education and back
ground they need, drivers transfer from driving into some 
other parts of our organization. It's not surprising that we 
have a very well educated driver group. Certainly we are 
very selective in who we hire, but there are a lot of people 
who find driving to be more satisfying than other jobs 
they've had. Just the other day one of our drivers who had 
been a CPA with us for over 20 years said, "Thank good
ness I don't have to deal with another tax season. I hated 
it, and now I love seeing the country, and I love the job, 
and my pay is relatively comparable." We have a number 
of people who are career engineers out of the service who 
are drivers. So we really do have a wide variety of people, 
and some drivers are interested in getting promoted and 
they do. Ifl referred to one in any other tone, I didn't 
mean to because I do respect our drivers very much. 

Electronic logs? We have a number of carriers that are 
very sensitive to this issue. Remember that our industry is 
made up of a few large carriers, some medium-sized carri
ers, and then literally hundreds of very small carriers, and 
given the technology they have, electronic logs would be a 
real challenge. I personally think it's a great idea because 
we'd be able to do a better job and eliminate all the driver 
paperwork. But we must remember the real challenge. 
Logs are primarily aimed at the issue of fatigue, which is a 
major cause of accidents, but the challenge is that you 
can't monitor what drivers do when they're off duty. After 
drivers have spent a weekend at home, it's virtually 



impossible for us to tell whether they have slept at all dur
ing that time. So even though the log may say that a driver 
has had a certain number of hours off, he may fall asleep 
an hour after leaving on a trip. If we are going to get seri
ous about fatigue, we almost have to make drivers certify 
under oath when they come to a job that they have had so 
many hours of sleep prior to starting work. I realize it's 
very difficult to enforce that, but certainly in the case of an 
accident it would be a very serious incident if we had to 
say, "You had an accident even though you certified, and 
when we checked we found out that when you were sup
posed to be sleeping you were really doing something 
else." Our challenge, if we are taking seriously our moral 
obligation to run a safe operation, is that we need to ask 
them to be accountable for their off-duty hours as well as 
their on-duty hours. 

Does anyone on the panel want to comment on 
congestion pricing and whether they see it as 
something that's viable long term to help us use 
our highways better? 

Carl Olson: I think there is a tremendous opportunity for 
local governments and their zoning commissions to zone 
potential high-traffic businesses away from residential 
areas, where most of the commuter traffic is. There is also 
a terrific potential for planning highways around different 
types of traffic. Don mentioned that even if you remove all 
the trucks from the highway you still have all those cars to 
deal with. The reality is that cars and trucks are going 
somewhere that's important and even though their drivers' 
ultimate goals may not be the same location, they all get 
mixed up on the highway. 

Roger Wigen: I think that congestion pricing may be a 
rather nonproductive approach. For example, the top 
objective of a recently convened intermodal committee 
was to reduce congestion by providing appropriate con
nectors to interstates around cities. I think that approach is 
much better than trying to adopt congestion pricing 
because I think there would be an incentive to abuse it. 

Gerard McCullough: I disagree with that a little. Rather 
than thinking about it in terms of congestion pricing, it 
may be more effective to broaden the form so the price 
reflects the cost of use of the highway. That would include 
congestion but a number of other things as well. In the 
long run this makes sense as far as using highway assets 
effectively. I think Don raised the concern earlier that if 
that gets invested via an overly politicized process, it's not 
efficient. At the risk of making it even more complicated, 
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we also need to think about privatization of some portion 
of the highway stock as a way of getting more efficient 
utilization. 

Don Schneider: The issue you' re dealing with is very 
complex. Because of the randomness of highway usage, 
effective means of measuring and collecting without get
ting into toll booths is a big challenge. Remember Los 
Angeles and the problems they had when they started to 
deal with congestion. One of their options was to request 
that trucks stop running during daylight hours and limit 
their deliveries to evenings. What they ended up with, lit
erally, was that they would have been better off to ask 
companies to move their businesses because so much of 
their normal commerce was disrupted that they were 
putting them out of business. We fail to realize how tightly 
employment, manufacturing efficiencies, and effectiveness 
are interconnected to the flow of goods in and out of a 
company. I'm just pointing out the challenges. We can't 
afford it, but it well may be that we should force all new 
companies to relocate in an area that doesn't have conges
tion issues. We might be better off correcting the problem 
that way over a long period of time, but then we would 
also be challenged by a whole series of issues such as 
freedom and subsidies. So, it's important to remember that 
you are dealing with a very complex subject. 

Roger Wigen: When you negotiate a contract with a 
trucker, for example, congestion is one of the points dis
cussed. If they're consistently faced with a congestion 
problem because of your location, or the access roads, or 
what have you, that becomes a part of the total cost and 
it's usually included in the deal. When I talked about con
gestion pricing being unproductive, I looked at it in terms 
of what happens in the ocean transportation industry. 
There a group of carriers comes to the industry and asks 
for a general increase. If they're turned down, they will 
institute a congestion surcharge at some strategic point to 
cover that general increase need. That's where I think the 
threat of becoming nonproductive or abusive lies: if it's 
too general in terms of how it's approached. 
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Moderator: A. Scheffer Lang, Chair, CTS Executive Committee 

Introduction 

A. Scheffer Lang: During dinner I believe you all spent 
time discussing the questions that Gary DeCramer laid out 
for the Reactor Panel earlier this evening (see Appendix 
A). On the basis of that discussion, we're hoping that some 
of you will have comments to make or additional ques
tions of our panelists. 

Discussion 

Participant: One thing the state might do to help the 
industry would be to build more rest stops for the trucks 
that transverse our interstates. That's both a productivity 
and a safety issue. I don't think many people are aware of 
the shortage of parking spaces for resting, but many times 
when drivers are out of their log time they're required to 
stop and take an eight-hour rest and often there is no place 
to go. Sometimes drivers can go to a truckstop, of course, 
but they fill up and don't always provide the best environ
ment. In fact, we really don't prefer to have our drivers 
stay in truckstops because of the safety issues. And then 
too, sometimes the drivers are requested to leave after a 
few hours because of time limits. So more rest stops 
would be a benefit to the state. 

Mr. Wigen, I was struck by your comment that 
shippers ought to be able to load trucks to 
capacity without worrying about restrictions on 
weight limits. Did I hear you wrong? Would you 
like to take a fixed-cost contract for maintaining 
the roads then? 

Roger Wigen: I'm going to need some help, Don, but I 
haven't seen any legitimate statistics to prove that heavier 
trucks cause more damage to roads than lighter trucks. To 
the contrary, studies I've seen have said that heavier trucks 
with larger loads result in fewer trucks on the highways, 
which means less damage to roads. Four or five Northwest 
states- Washington, Oregon, and two or three others
allow heavier weights. I saw a presentation by a fellow 
from Puget Sound Trucking that identified a 20 percent 
productivity increase to their heavier weight limits without 
any corresponding increase in either safety hazards or 
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damage to the roads. I don't believe I've ever seen any 
legitimate statistics to prove that heavier trucks cause 
poorer roads or more accidents. 

Don Schneider: I'm going to support what Roger was 
saying. There are some very interesting as well as some 
semi-crazy statistics out there that the population doesn't 
necessarily know. For instance: 
• A loaded truck stops much more quickly than an empty 

truck, from a safety perspective. 
• According to engineers, axle weight is the prime factor 

in road damage. So in the West weight is becoming less 
and less of an issue because they've increased the num
ber of axles. 

• Interestingly enough, the safest vehicles on the road, 
according to the National Highway Transportation 
Safety Administration, are triple trailers. That's a fatal 
accident rate which accommodates the number of miles 
driven by the number of fatalities. 

• We were just talking about axle weight in our group and 
the myriad things you can do to reduce axle weight. But 
in certain cases, increasing the vehicle's overall weight 
would be more helpful. We were pointing out that the 
axle weight of a transit vehicle or a Hennepin County 
snowplow is substantially greater than any one axle on a 
five-axle tractor trailer. That is a social cost that we've 
never really identified. 

And let me say one more thing about NAFTA. The 
federal government presented NAFTA as an opportunity 
for us, and I think it's the trucking industry that is request
ing a level playing field. In Canada we're allowed to haul 
100,000 to 120,000 pounds, but we've yet to determine 
the limits in Mexico, so we're simply saying that if you're 
going to pass NAFTA, give us a legitimate opportunity to 
play the game. 

What is the purpose and what would be the net 
result of congestion pricing? If the purpose is to 
move trucks to off-peak times, then it may not be 
a practical solution, because trucks don't control 
when they're on the street-shippers do. I doubt 
very much that we will have any significant 
change in the way our people ship with respect 
to putting on night crews. We'd love nothing 
more than to have our trucks on the road in the 



late evening, between 9:00p.m. and 6:00a.m. 
The only reason the trucks are on the road 
between 6:00 and 7:00a.m. and 5:00 and 6:00 
p.m is because of the shippers' demands. So 
congestion pricing would serve no purpose. 

Gerard McCullough: I wasn't recommending congestion 
pricing for dealing with trucks at all. I totally agree with 
you. I think Don indicated that trucks to some extent have 
already internalized the cost of congestion by deciding not 
to get into congested highway situations unless they 
absolutely have to. I think that roads where the price 
reflects the time of day could provide, in some cases, bet
ter levels of service for commuters who are trying to get to 
and from work. I think that's the main application. 

A. Scheffer Lang: And let me add, wouldn't you consider 
paying $12 or $15 to get a truck downtown on an uncon
gested. freeway at 8:00a.m. if that's when you needed to 
get it there? If we were going to include a congestion fac
tor in a road pricing system, going back to what Gerard 
said earlier, the basic idea is to price the roads appropriate
ly. A congestion factor would presumably be factored in in 
such a way as to reduce the level of congestion, so if 
you're willing to pay a little extra money, you can deliver 
at an uncongested time. 

What role do you think policymakers should have 
in this whole discussion on logistics, and is there 
a vacuum here? Are policymakers not paying 
attention to this important economic issue? 

Don Schneider: I assume you're referring to both elected 
legislators and also administrative employees at DOTs and 
so on. One of the things that's really important to me is 
that they have a respect for what they don't know, rather 
than assuming that they do know everything or can figure 
it out. In very small situations, the smartest people are the 
ones who try to sense what really is happening. The mar
ket is probably the best way to allow that to happen for 
policymakers. They need to stay tuned to what the chang
ing market conditions are and then respond appropriately 
in accommodating and coordinating rather than deciding 
what is best and then forcing things into some policies 
that, in many instances, are off the mark. I think that's the 
major issue for policymakers, but we want to be careful 
because there are a number of very capable people who 
are knowledgeable and sensitive around that subject. 

The current head of the Transportation Committee in the 
U.S. House is Representative Petri from a district in south-
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central Wisconsin, who is a very bright, capable person. 
He's been on the committee for a number of years and 
studies very carefully what the shipping public as well as 
carriers really need, so I don't want to say that all people 
who are in those kinds of positions don't listen. I'm just 
saying that too often the dangerous policymakers are the 
ones who come up with preconceived ideas and then 
force, over a period of time, the market to move into that 
direction. 

Frank Dooley: It's probably easier for me as an outsider 
to respond to that question. Every state is going through 
these same issues and the tendency is to try to solve your 
particular problems through your state DOT. But when 
you talk to the shippers, they run into problems because 
one state's solution is different from the one in Wisconsin 
or North Dakota, which drives them crazy. One way we 
could deal with this as policymakers would be, as I said 
before, to establish compacts and recognize that there are 
corridors. Maybe you can't do it for every situation, but an 
obvious corridor with a lot of traffic flowing is from 
Minneapolis to Chicago. If you could devise a solution for 
a corridor, I think many shippers, many trucking compa
nies, and many rail companies would be pleased. 

Participant: In December I received an excellent docu
ment from the Metropolitan Council talking about the 
transportation strategies and plans that are coming up for 
the next several years. I live in Eagan, and when I think 
about who makes these decisions on statewide and region
al freight decisions, I think about my own city. Eagan has 
three different transportation panels looking at limiting 
highway access and changing trucking routes in the city. 
There is tremendous disconnect between what the city 
governments are doing, what the Metropolitan Council is 
doing, and what we're doing statewide, not to mention our 
neighboring states. So we have a lot of integration and a 
lot of people trying to make decisions on transportation 
policy at the city government level. 

Returning to pricing and congestion, I think it 
was said several times this afternoon that it's not 
trucks that cause traffic jams, it's commuters in 
cars. So to levy an additional expense on the 
trucking industry for using the roads at the times 
that they're restricted to seems a little silly. With 
Con's experience in a variety of cities, can you 
tell us if other cities have used their high occu
pancy vehicle lanes to any extent for transporta
tion as well as transit and that type of thing? 



Participant: If I understand you correctly, you're asking 
if there are any cities where the high occupancy vehicle 
lanes are open to trucks. I don't know that there specifical
ly are, but there are a couple of experiments going on right 
now, primarily in California, where they are allowing peo
ple who are not in car pools or buses to buy their way into 
those lanes. Basically it's a toll road for a single occupant 
vehicle. I don't honestly know if trucks are allowed to do 
that but I would assume they can, just the way single 
occupant vehicles could buy their way in. That's the only 
experimentation I know about in regard to high occupancy 
vehicle lanes. I don't know of any that allow trucks per se. 

The Senate Transportation Committee has spent 
the better part of January and February on these 
very issues. While the senators are in session 
dealing with tax policy tonight, they asked that I 
return with suggestions on what Minnesota 
should be doing in transportation policy. Tell me 
what to take back to your policymakers in the 
Capitol. What should be done in Minnesota to 
move freight, to make this state more economi
cally viable? 

Don Schneider: There is no silver bullet, but what I 
would say is that you set a goal along the lines that Roger 
and the NIT League talked about, and that is, concentrate 
on those things that ultimately impact productivity. By 
doing that you will both be helping the state from an eco
nomic development perspective while, with increased pro
ductivity, you will be better utilizing your infrastructure to 
the point that ultimately, to the extent you can, you will be 
relieving some level of congestion. I know that's pretty 
broad but there are many, many things that fall under those 
areas. My experience has been that most governments 
don't even ask, "What am I trying to achieve here?" They 
go at it piecemeal and try this, or this, or that. If you can 
say that everything you do must increase productivity 
because it's ultimately going to help Minnesota's econom
ic development, I think you're better off to concentrate on 
that approach rather than specifics. 

Roger Wigen: To expand on Don's comments, I think we 
need to sponsor an educational event that heightens the 
awareness of the Minnesota legislators and even the gener
al public about the importance of freight transportation. I 
don't think it exists today. Bike paths and our cars come 
first. For instance, my wife tells me there are too many 
trucks on the roads. When I say the solution is to develop 
larger trucks, she says "No way." That's because she does
n't associate freight transportation with the clothes and 
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food she picks up at the 
store everyday. This 
Christmas we received a 
letter from Tom Donahue 
of the American Trucking 
Association. He sent his 
best wishes and closed by 
saying, "Now remember, 
Santa Claus doesn't bring 
your presents, a truck 
does." I think we need to 
send that message to the 
legislature and to the pub-
lic in general. Gary DeCramer 

Participant: This was brought up earlier with regard to 
Marvin Windows, but as a shipper from Northern 
Minnesota I think we·have a natural resource base that 
allows us to export outside the state as well as outside the 
country, given we have a level playing field. But it's a 
complex issue and things are interrelated. What happens in 
the metropolitan area does affect us in northern Minnesota. 
People have talked about congestion problems in the Twin 
City area, but once summer arrives, the congestion goes to 
the north. At the same time, you have the normal industry 
base that's driving the economy for a large part of the state 
of Minnesota. We've got to be cognizant of that and I 
don't think there is a simple solution, as was indicated. I 
think we've got to sit down, study the issues, and collec
tively say, as Don indicated, these are the criteria we must 
look at. Congestion fees don't solve anything, they just 
create other problems. Look what happened in Los 
Angeles when they tried to do that on the freeways with 
trucks. It doesn't work. It created other problems that rip
pled through the rest of the system. So let's not be fooled 
into thinking there is a simple solution. 

Conclusion 

A. Scheffer Lang: That concludes our event. We hope to 
have more sessions like this one, each a little better than 
the last, and you can help us do that. Please join me in 
thanking Don Schneider and the other panelists once 
a gam. 



A~ A: 14k 7)~~ 
Table Compilations 
Following are compilations of the table discussions as recorded by CTS staff during the forum dinner session. 

Question 1 : How are statewide and regional 
freight decisions made? 
• Decisions are based primarily on cost. 
• Good service and high quality are assumed. 
• Should be based on economics rather than policy deci-

sions 
• Will also be based on available modes 
• Trade-offs between price and service 
• Market-based-public sector influences infrastructure 
• Not effective coordination with cities and corridors-

also at times restrictive- may need to relocate 
• Met Council not tied to outlying areas 
• Interstate, so not just Minnesota issues 
• Need coordination/zoning of distribution centers 
• Unfortunately, the states are acting too independently 

with their own laws, limits, and restrictions. This is 
causing regional travel problems and economic concerns 
with respect to capacity. 

• Two perspectives: 1) provider and shipper all market 
driven; 2) policymaker perspective-freight movement 
may be neglected here 

• Depends on perspective, am I a supplier, carrier? E.g., 
congestion pricing is crazy because shippers demand 
service during the day. 

• Customer driven 
• Customer: speed, efficiency, economic, faster, cheaper, 

more reliable (better) 

Question 2: What are the costs and logistics con
siderations of carrier movements? 
• Although there wasn't much discussion during the 

forum, the most active discussion at our table was cen
tered around the proposed Rosemont Intermodal 
Terminal. 

• Time is money + infrastructure 
• Truck (operating, fixed). Regulatory (size and weight) 
• Regulatory, fuel, overall operating costs, size of labor, 

capacity issue 
• Operating costs, congestion, regulations (size and 

weight), backhaul traffic, capacity issues 
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Question 3: How does logistics serve 
Minnesota's economic development goals? 
• Good logistics attracts business-it is the number one 

consideration for companies looking for 
warehousing/distribution centers. (Logistics is not just 
trucking- rail and air must always be of consideration.) 

• Basic necessity, chicken and eggs, logistics is a derived 
demand. 

• Bottom line: competitive, efficient movement of goods 
and services 

Question 4: What changes in transportation 
investment and transportation management are 
needed to enable the state to be competitive? 
• Set a goal to emphasize those things that will increase 

productivity and will serve a secondary purpose as well 
(like reducing congestion). Transportation costs are 
largely hidden and legislators need to be made more 
aware of transportation's importance. 

• Driver training. 
• Basic infrastructure-third lane 
• Acknowledge highway-based transportation 
• Tolls and pricing an issue- some don't believe solution 
• Expand the use of rail and encourage Congress to devel

op consistent and uniform weight and size restrictions 
across the country. 

• Don't make the state an island! Most movements run in 
corridors, one stop for regulatory reasons would pro
mote the entire region. 

• Keep designated vehicle tax going into transportation. 
• Better roads, better corridors (i.e., I-35E). Spend road 

tax dollars on roads. 



Table Individual Comments 
The following are the individual responses of the forum 
participants. 

Question 1: How are statewide and regional 
freight decisions made? 
o Dollars 
o Dollars 

Dollars!! What is the easiest and cheapest way! 
o Service 
o Costs, service, equipment 
o Costs 
o Economic/safety should drive issues; public sector 

should support the needs of the business and public 
communities, not create artificial needs. 

o In a very uncoordinated manner without solid market 
research to quantify what the statewide and regional 
freight needs are from the freight-related market seg
ments: i.e., shippers, trucking companies, etc. 

o Should be based on economics and safety rather than 
policy decisions 

o available modes; services and time frames offered; 
pnce 

o For the most part, market-based decision. Public sector 
affects decisions in determining infrastructure invest
ment. 

o Value, time, reliability; no coordination among small 
metro communities and large picture 

o Without coordination between state and city govern
ment, Met Council 

o Cost-effectiveness, time, customer satisfaction consider
ations 

o Basically from a motor carrier perspective, if you oper
ate nationwide; statewide and regional freight decisions 
are made in the context of the national picture. 

o Statewide decisions should be made with more feedback 
from the transportation industry in the state. 
Organizations such as the Minnesota Trucking 
Association represent our needs to the state and we need 
more of that. 

o More and more on a local level. How can carriers be 
more involved in the process? 

o In a nutshell, customer demands seem to drive the mar
ket. Communication is the bigger factor that drives these 
decisions. The state's infrastructure is strong enough to 
support our needs. 

o Basic decision made by shippers from their economic 
basis. It is difficult to know where the state and local 
governmental input is. Not usually market driven. 

o The consensus is that there is no set policy or procedure 
in decision making. 

o Cost and service levels, including time 
o By negotiation between shipper, transfer company, cus

tomer, i.e., the private sector. 
o Decisions on what freight moves are made mainly by 

private companies-shippers and receivers 
o Market driven. This area of the forum received little dia

logue, perhaps indicating an absence of state, federal 
knowledge of freight. 

o Evaluating cost, service considerations, and time con
straints 

o Market driven, economics, cost, and service to cus
tomers 

o For the most part, freight decisions are made by 
demands of shippers. They determine the time of ship
ment, price, and in many cases the route traveled. 

o Cost and reliability of mode of transportation 
o What is a freight decision? These range from infrastruc

ture investment decisions down to transaction level car
rier and mode decisions. These are made in a variety of 
ways based on economic factors. 

o Proximity/availability of the mode (of transportation) to 
the user; cost-cost-cost; service performance 

o Who has the rates, service, and capabilities to provide 
the desired freight movement; freight costs, if mitigated, 
will cause development in outstate areas that have lower 
business costs (property taxes, labor costs, quality of 
life) 
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o Economics is a vital key. To be competitive, any indus
try needs to examine the balance between what is being 
asked and how can I respond whether the shipper, the 
transporter, or the buyer. 

o From my perspective, freight decisions are made on a 
cost vs. benefit basis. Ideally, everyone wants to reduce 
expense and improve customer service. Moving freight 
is no different. During the process assess performance, 
evaluate the process to do it as Roger Wigen stated
faster, better, cheaper. 

o In most cases, market driven-what needs are voiced by 
customers. 

o By the customer- the person who pays the freight, 
unless a true logistics has been given that authority. 

o Private sector- to meet customer's requirements; public 
sector--complex consensus and politics 

o Based on economics--consumers want it faster, cheaper, 
yet more reliably; providers adjust service areas or lanes 
and service levels based on profitability. 

o Depends on perspective: am I a supplier, carrier? 
Congestion pricing is crazy because shippers demand 
service during the day. 

o Customer driven 
o Customer: speed, efficiency, economic, faster, cheaper, 

more reliable (better) 



Question 2: What are the costs and logistics con
siderations of carrier movements? 
• Profitability 
• Inventory controller, transportation company 
• None-if the rate is OK, customer decides. 
• Customer driven 
• Timelines, reliability 
• Time, although it depends on the goods being shipped. 
• Price and ease of movement; consumer desires drive 

truck and rail demand. Public sector should not affect 
that demand by changing/harming the distribution inter
mediaries. 

• From a public agency perspective, trucks cause more 
damage on road structures, but we need to better under
stand the tradeoff between lower prices to move goods 
in comparison to road damage by trucks. 

• Cheaper, better, quicker 
• Time/interest; time/productivity 
• Time and reliability are traded off against costs. 
• On-time delivery; mobile warehousing 
• open and shut hours of shipper/consigned increased; 

congestion; location 
• Time, customer satisfaction, safety, rail, or truck 
• What keeps the assets moving and profitable. 

Congestion, consignor/consignee inefficiencies in load
ing and unloading, and inconsistent size and weight law 
all work against profitability. 
Physical and regulatory constraints 

• From a trucking standpoint, there are important consid
erations for every trailer moving on our system. Service 
standards to satisfy our customers are of utmost impor
tance, but also to be considered is cost of movement, 
and how the load will affect movement beyond the 
regional area. 

• Truck V§.: rail...what are impacts on traffic, environment, 
infrastructure as well as economy and individual compa
ny considerations? 

• How does the movement effect the bottom line? Is it a 
competitive rate of movement? Does it emphasize the 
economics of scale for the carrier? Are the assets being 
utilized to the best of their abilities? 

• Infrastructure costs, taxes, and governmental regulations 
• Easy access; competitive time and transit capabilities 
• Equipment, time, rarely infrastructure 
• Decision makers should take into account transportation 

and all other logistics costs, such as inventory carrying 
costs, as well as customer service factors. 

• Time is money. 
• Customer service and efficiency 
• Ease of movement from point-to-point; time is money. 
• Shipper demands mostly; then delays by driver due to 
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traffic, weather, road conditions, and service availability 
• People costs-workers' camp, union wages, etc.; 

taxes-gas or energy taxes, etc.; government control of 
property-area for pulpwood cutting of state forests 
(location to market) 

• Price/service tradeoffs and availability of equipment 
• From the user's perspective- single point of contact 

throughout movement (or as few interferences as possi
ble with representatives of the carrier) 

• Fuel, regulations, road conditions, congestion; need 
technical schools for truck drivers and warehouse fork
lift drivers 

• Economics of scale vs. at the margin are difficult to 
rationalize. 

• Balancing priorities and resources. What are major pri
orities and what resources are required to maintain prior
ities? 

• Transportation system, various regulatory issues, con
sumer demand 

• Time-loading/unloading; tolls; traffic and weather con
gestion; return load availability 

• A factor of distance and volume; tradeoffs between 
inventory, customer order size, and frequency, carrier 
speed and capacity 

• Operating costs, congestion, regulations (size and 
weight), backhaul traffic, capacity issues 

• Regulatory, fuel, overall operating cost, size of labor, 
capacity issue 

• Truck (operating and fixed), regulatory (size and weight) 

Question 3: How does logistics serve 
Minnesota's economic development goals? 
• Very important! The state has a vested interest that 

Minnesota stays competitive with other states to have 
any development. 

• Keeps prices down for the consumer. 
• Intended to increase service and efficiency 
• Keeping Minnesota competitive 
• Costs and efficiency will bring or keep business in 

Minnesota. 
• Job growth; corporate relocations (to the state); 

enhanced quality of life 
• Channel for feeding state economy 
• Should be entrepreneurial 
• Any development should consider logistics of both 

freight and passenger movements. 
• Attracts businesses interested in serving national and 

international marketing 
• Logistics will make companies more efficient and there

fore help economic development if supported by 
Minnesota. 



• Need jobs and business to continue to grow 
• Minnesota is nearly an island far to the north. Connected 

through a logistics pipeline vital to our economic sur
vival. 

• Critical because of the geographic location; it is essen
tially out of the main east-west traffic lanes and at the 
extreme end of the north-south traffic lanes. 

• Given that we're as far from anywhere as you can get, 
unless we successfully foster legislative advancements, 
our economic development will lag far behind that of 
other states. 

• Logistics is obviously one of the most important indus
tries in Minnesota. The industry provides the state with 
many jobs and a satisfying way of life. 

• With Minnesota's geographic disadvantage, i.e., distance 
from coasts and major population centers, logistics is the 
key to market access. 

• It is the major factor. The better the freight moves in and 
out of the truck and into the final consumer's hands, the 
more reasonable the cost will be for our products. 

• Better logistics will increase Minnesota's business and 
agricultural opportunities. 

• JIT elevates the need for expedited movement. Decisions 
must be based on Minnesota's ability to be competitive 
on a national basis. 

• To put value added to goods, they must be available at 
the time and place needed. 

• Effective movement of physical goods is of vital impor
tance when decisions are made regarding where compa
nies locate or relocate. This includes transportation and 
the other activities involved in logistics management. 

• Meets the demands of the consumers 
• Keep supply of products available on an as-needed basis 

but inventory costs low 
• Determine where industries are located; ease to make 

and/or accept deliveries 
• Minnesota has a history of having many trucks being 

based here. Minnesota needs to make itself more trucker 
friendly. Educate more entry level drivers and address 
workers' compensation insurance. Retire the notion of 
toll roads. 

• Minnesota producers compete in a worldwide economy. 
The higher the cost of logistics to Minnesota producers, 
the less competitive they will be. 

• What are the goals? Who owns them? 
• Critical to the vitality of business in Minnesota; the 

movement of goods whether inter-or-intrastate to be 
competitive must be transported to/from end user with 
minimum of delay/JIT/paperwork (i.e., electronic track
ing required) 

• If Minnesota is to maintain and expand manufacturing, 
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transportation and distribution is integral to any compa
ny whose logistics costs represent more than single digit 
in cost of goods sold. By providing good infrastructure 
and modal alternatives, costs can be contained and ser
vice levels maintained. This allows outstate development 
and additional Twin Cities development. 

• If the goals are an economic well-being as a part of a life 
style expectation, transportation is a key ingredient for 
success in achieving the end-everything consumed is 
made or grown and seldom at home anymore. 

• Maintain flow of goods and services. Results are healthy 
economy, job preservation, and economic prosperity. 

• I think there is an unusually good relationship in 
Minnesota between industry and government already
better distribution and awareness of issues raised at func
tions of this type back to government. 

• Everything our state produces has to get to a market. 
Logistical expertise allows our products to be priced 
competitively. 

• Enables Minnesota companies to compete. Preserves 
jobs and commercial movement of goods, services, and 
information. 

• Bottom line: competitive efficient movement of goods 
and services 

• Basic necessity, chicken and eggs, logistics in a derived 
demand 

Question 4: What changes in transportation 
investment and transportation management are 
needed to enable the state to be competitive? 
• Workers' compensation laws competitive with surround

ing states. A good interaction with the industry to know 
their needs so logical decisions can be made to promote 
growth and serve the public needs. 

• Workers' compensation cost 
• Make it more attractive for new business in the state or 

at least stop or slow companies going to other states for 
various economic benefits. 

• Consideration of intermodal; tying the needs of various 
transportation modes together 

• Barge and vessel water transportation; intermodal com
petition; encourage trade 

• More rest stops; shortage of truck parking 
• Develop "economic development" costs as an incentive 

package with true opportunities/choices. 
• Think about customers/transportation users in specific 

segments to understand the costs and benefits to each of 
the transportation user segments, i.e., commuters, 
freight, transit users, etc. Then we need to understand 
tradeoffs. 



• Lower workers' compensation and foster better attitude 
toward business in general 

• Re-regulations 
• Invest in driver training to ensure Minnesota industries 

have a supply of drivers. 
• Invest in driver training 
• stop continued waste of resources trying to push forward 

freight-rail proposals; basic infrastructure improvement 
such as third/fourth lanes on the interstate; more money 
for technology 

• Manage congestion, improved road condition, bypass 
enhancements 

• Minnesota's road system is extensive and good relative 
to other states; attention must be given to the routes 
which connect industrial and distribution centers when 
finances dictate a selective process. 

• Relative to agriculture transportation, Minnesota needs 
to better support the systems that allow us to competi
tively market our products to the world, i.e., the lock and 
dam system on the Mississippi River. (Not that Mn/DOT 
isn't doing a good job now. More needs to be done!) 

• I think everyone in transportation has to strive for more 
efficiencies in trying to provide a better service at a 
competitive price, in the most efficient manner. 

• Promote greater state investments in rail and less in 
highway construction and maintenance. Really concen
trate on intermodal, not only double stack, but barge ter
minals, warehouse cross docking, rural piggyback, and 
new technology like roadrailer. 

• I think the carriers are doing everything they can to 
make us as competitive as possible. I think we must look 
at the taxation costs and the workers' compensation costs 
that the trucking companies face. We need to lower these 
to encourage more trucking companies to start opera
tions in our state, which will lead to more competition, 
thus lowering our total freight bill that we shippers in the 
state will have to pay. 

• If we are under market-driven logistics, each mode of 
transportation must bear their costs and one mode should 
not be subsidized to shift the market to the subsidized 
mode if we want to keep things equal. 

• Integrate the various modes of transportation. Consider a 
Department of Logistics rather than Transportation. 

• Intermodal transfer points must be directly connected to 
"ring" freeways to get the goods out of the congested 
area. 

• Transportation infrastructure needs to be maintained 
while management of transportation should be upgraded 
in terms of communication and other aspects of technol
ogy. 

• Consistent and uniform size and weight policy nation-
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wide (perhaps the entire continent) 
• Greater consideration to the overall contributions made 

by transportation industry 
• Educate the public about the importance of all modes of 

transportation. Consistent size and weight for tractors. 
Consistent regulations, ease of passing through to do 
business in the state. Watch tax structures, it will drive 
away business if unfair assessments are made. 
Congestion pricing is not the answer. 

• We need to expand road building in outstate Minnesota. 
Also educate more truck drivers. 

• Low interest loans to small businesses (truckers and rail
roads) to fortify their infrastructure. 

• Spend transportation-related revenue to improve road 
surfaces. 

• We need to develop a central/combined rail/truck inter
modal facility; problem is to keep travel distance and 
time to a minimum; remember, this has a global impact, 
we are in a great position to service Asia/Europe and the 
Mexico/Canada links; this allows our Minnesota compa
nies to maintain a global presence. 

• Making the language understandable and expectations 
realistic. Knowledge may not be as important in some 
arenas, but it is an important consideration in meeting 
expectations. Education/knowledge 

• Ambiguous question. Investment in planning, organiz
ing, and implementing transportation strategies so they 
relate to infrastructure, compliance and regulatory issues, 
and enforcement 

• From a Mn/DOT perspective, Minnesota is certainly 
ahead of many states in transportation- better and more 
aggressive measures to gather and deploy industry 
needs. 

• Make process easier to improve infrastructure and enable 
government, private sector, and academic community to 
have dialogue on and find solutions on issues. 

• Current investment barely meets maintenance needs with 
very little for improvements. Fuel tax dedication to high
ways and bridges could suffice if other encroachments 
were removed (bike paths, transit). 

• Better roads, better corridors (i.e., I-35E), spend road tax 
dollars on roads. 

• Keep designated vehicle tax going into transportation 
• Don't make the state an island! Most movements run in 

corridors, one stop for regulatory reasons would promote 
the entire region. 
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Dennis A. Arfsten 
Arfsten Transfer Inc. 
P.O. Box 338 
Kimball MN 55353 
W: 320-398-2672 
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John R. Arkesteyn 
Fingerhut Companies 
4400 Baker Rd. 
Minnetonka MN 55343 
W: 935-5374 
F: 936-5106 
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St. Paul MN 55101 
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Logistics Mgmt. Research Center 
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Minneapolis MN 55455 
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200 Trans. & Safety Bldg. 
511 Washington Ave. S.E. 
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Minneapolis MN 55428 
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Mn!DOT 
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Mn!DOT 
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41 0 I Clearwater Rd. 
P.O. Box 1635 
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Federal Highway Administration 
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Suite 490 
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W: 291-6105 
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Novartis Nutrition 
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University of Wisconsin-Stout 
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200 Transp.& Safety Bldg. 
511 Washington Ave. S.E. 
Minneapolis MN 55455 
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University of Iowa 
Iowa City, IA 52242 
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F: 319-335-6801 

Marilyn Gaiovnik 
Mn/DOT 
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St. Paul MN 55155 
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Mn!DOT 
MS470 
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St. Paul MN 55155 
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F: 29-7-1887 
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Mn/DOT 
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St. Paul MN 55155 
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Libertyville IL 60048 
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Minneapolis MN 55416 
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3M 
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St. Paul MN 55144 
W: 736-4663 
F: 733-2094 
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1235 Mgmt. Economics Bldg. 
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Minneapolis MN 55455 
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F: 626-8328 

John Hausladen 
MN Trucking Assn. 
2515 Wabash Ave. 
Suite 150 
St. Paul MN 55114 
W: 646-7351 
F: 641-8995 

Rich Hawkins 
Taylor Truck Line Inc. 
31485 Northfield Blvd. 
Northfield MN 55057 
W: 507-645-4531 
F: 507-645-9722 

Steven W. Hay 
Center for Transportation Studies 
200 Transp. & Safety Bldg. 
511 Washington Ave. S.E. 
Minneapolis MN 55455 
W: 626-1808 
F: 625-6381 

Robert Johns 
Center for Transp. Studies 
200 Trans. & Safety Bldg. 
511 Washington Ave. S.E. 
Minneapolis MN 55455 
W: 625-3519 
F: 625-6381 

Mike Kandris 
North Star Transport 
837 Apollo Rd. 
Eagan MN 55121 



W: 452-8770 
F: 681-7283 

Scott Kauoukjian 
Knight Seed Co. 
P.O. Box 989 
Burnsville MN 55337 
W: 894-8080 
F: 894-8095 

Elaine Kienitz 
250 2nd Ave. So #286 
Minneapolis MN 55401 
W: 612-664-8000 
F: 664-8004 

Constance Kozlak 
Metropolitan Council 
230 E. 5th St. 
St. Paul MN 55107 
W: 229-2720 
F: 229-2739 

Ike D. Krogman 
Fortune Transportation 
P.O. Box 301 
Hwy 60 W. 
Windom MN 56101 
W: 507-831-2335 
F: 507-831-5861 

A. Scheffer Lang 
Center for Transportation Studies 
200 Trans. & Safety Bldg. 
511 Washington Ave. S.E. 
Minneapolis MN 55455 

Dick Larson 

Larry Long 
CP Rail 
P.O. Box 530 
Minneapolis MN 55440 
W: 347-8103 

Jonathan Lasko 
OME Railroad 
11900 Wayzata Blvd #108 
Minnetonka MN 55305 
W: 593-1313 
F: 593-1222 

Ron Lifson 
LDI Fibres Inc. 
5609 International Pkwy. 
New Hope MN 55428 

W: 536-6643 
F: 536-6854 

David Long 
Twin Cities & Western RR 
2925 12th St. East 
Glencoe MN 55336 
W: 320-864-7208 
F: 320-864-7220 

David E. Lynch 
Center for Transportation Studies 
200 Transp & Safety Bldg. 
511 Washington Ave. S.E. 
Minneapolis MN 55455 
W: 626-7983 
F: 625-6381 

Mike Marti 
Braun Intertec 
6875 Washington Ave. S. 
Minneapolis MN 55439 
W: 942-3044 
F: 942-3059 

Gerard McCullough 
Center for Transportation Studies 
200 Trans & Safety Bldg 
511 Washington Ave. S.E. 
Minneapolis MN 55455 
W: 625-3519 
F: 625-6381 

William H. McCollum 
Mississippi Transport 
2930 Quant Ave. N. 
P.O. Box 209 
Stillwater MN 55082 
W: 439-5773 
F: 439-6887 

Laurie G. McGinnis 
Center for Transportation Studies 
200 Transp. & Safety Bldg. 
511 Washington Ave. S.E. 
Minneapolis MN 55455 
W: 625-3019 
F: 625-6381 

Abby McKenzie 
Mn/DOT 
395 John Ireland Blvd. 
St. Paul MN 55155 

Nancy Melvin 
Mn/DOT Metro Division 
1500 West County Rd. B2 
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Roseville MN 55113 
W: 582-1223 
F: 582-1131 

Gary Miller 
Tyson Companies 
P.O. Box 64019 
St. Paul MN 55164 
W: 783-9999 
F: 783-2058 

Mitch Miller 
North Star Transport 
837 Apollo Rd. 
Eagan MN 55121 

Arnold Moss 
Dedicated Logistics, Inc. 
2323 Terminal Rd. 
Roseville MN 55113 
W: 631-5918 
F: 631-8151 

Sherry Munyon 
MN Chamber of Commerce 
30 E. 7th St. Ste. 1700 
St. Paul MN 55101 
W: 292-4676 
F: 292-4656 

Dan Murray 
ATA Foundation 
2515 Wabash Ave. 
St. Paul MN 55114 
W: 641-6162 
F: 641-8995 

Lee Nelson 

Gene Ofstead 
Mn/DOT 
395 John Ireland Blvd. 
St. Paul MN 55155 

Carl Olson 
Marvin Windows & Doors 
Box 100 
Warroad MN 56763 
W: 218-386-4031 

Donald G. Oren 
Dart Transit Company 
P.O. Box 64110 
St. Paul MN 55164-0110 
W: 688-2000 
F: 688-2015 



Mark Ourada 
Senate District 19 
145 State Office Bldg. 
St. Paul MN 55155 
W: 296-5981 
F: 296-5241 

Gary Pagel 
Senate Transportation Committee 
120 State Capitol 
St. Paul MN 55155 
W: 296-5099 
F: 296-6511 

Mike Payette 
Union Pacific Railroad 
101 N. Wasker Ste. 1910 
Chicago IL 60606 
W: 312-853-8400 
F: 312-853-8420 

Greg & Paula Peterson 
Penner International 
2323 Terminal Rd. 
Minneapolis MN 55443 
W: 636-7182 
F: 636-8629 

Myra Peterson 
Washington County 
8284 Indian Blvd. 
Cottage Grove MN 55011 
W: 458-0923 
F: 458-5474 

Scott Peterson 
Mn/DOT 
395 John Ireland Blvd. 
St. Paul MN 55155 

Randy Quiring 
Q Carriers Inc. 
1415 Mavas St. 
Shakopee MN 55379 
W: 448-8718 
F: 445-8794 

Charlie Reiter 
Rochester-Olmsted Co. 
2122 Campus Dr. S.E. 
Rochester MN 55904 

Doug Restemayer 
Target 
33 S. Sixth St. 
CC-27C 
Minneapolis MN 55402 

W: 304-6011 
F: 304-8493 

Ray Rought 
Mn/DOT 
395 John Ireland Blvd. 
St. Paul MN 55155 

Charles D. Sanft 
Mn/DOT 
395 John Ireland Blvd. 
St. Paul MN 55155 
W: 296-1666 
F: 297-1887 

Carol Ann Sather 
Farm Credit Leasing 
5500 Wayzata Blvd. #1600 
Minneapolis MN 55416 
W: 797-3471 
F: 797-3555 

Donald J. Schneider 
Schneider National 
P.O. Box 2545 
Green Bay WI 54306 

Jill M. Schultz 
JMS Communications & Research 
305 Kent St. 
P.O. Box 26 
Osceola WI 54020 
W: 715-755-3331 
F: 715-755-3334 

Mary Smith 
Metropolitan Council 
515 North Ferndale 
Wayzata MN 55391 
W: 475-1388 
F: 425-1048 

Jim Solem 
Metropolitan Council 
230 East 5th St. 
St. Paul MN 55101 
W: 291-6304 
F: 291-6358 

Robert G. Taylor 
Taylor Truck Line Inc. 
31485 Northfield Blvd. 
Northfield MN 55057 
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W: 507-645-4531 
F: 507-645-9722 

Sandy L. Vargas 
Mn/DOT Metro Division 
1500 W. Co. Rd. B2 
Roseville MN 55113 
W: 582-1164 

AI Vogel 
Mn/DOT 
395 John Ireland Blvd. 
St. Paul MN 55155 

James Wafler 
Hwy. Constr. Industry Council 
900 Long Lake Rd. #105 
New Brighton MN 55112 
W: 636-6840 
F: 636-4790 

Roger Wigen 
Roger Wigen Associates 
289 East Fifth Street 
Suite 414 Markethouse 
St. Paul, MN 55101 
W: 222-5431 
F: 222-7885 

Thomas Wintz 
Dedicated Logistics, Inc. 
2323 Terminal Rd. 
Roseville MN 55113 
W: 631-5918 
F: 631-8151 

John E. Wren 
Lakeville Motor Express 
2975 Partridge Rd. 
Roseville MN 55113 
W: 636-8900 
F: 633-7666 
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