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Freight Trends
Overall
Washington State’s population is expected to increase by over 2 million people (for a total of 8.8 million) by 2040, which will put pressure on existing transportation facilities
Roadway capacity along I-5 from Snohomish through Pierce counties and in Clark County near the Columbia River Crossing (which is already constrained)  will face increased congestion and delays
When freight does not move due to congestion it has an impact on the supply chain and can also make hiring drivers more difficult as they do not get paid for wait times
The last two state transportation funding packages have funded new projects more than maintenance and preservation
Volatile fuel prices produce mode shifts and often require investment and redundancy in the network to ensure continued freight movement
Some cargo has shifted from air to rail due to fuel prices (UPS is currently one of BNSF’s biggest customers)
BNSF has rerouted traffic to increase reliability for UPS
Alternative fuel policies create uncertainty now and could increase costs in the future
Costs come from retrofitting old equipment or purchasing new equipment
Diesel prices are volatile and current forecasts suggest LNG prices will remain low into the future, but ultimately low LNG prices may bring down the price of diesel
PACCAR diesel trucks average about $110,000 versus $165,000 for LNG
Increased congestion in urban areas and on highways adds to labor and fuel costs
Regulatory and market forces are producing shifts to greener technology
Rail interests believe growing our economy in the greenest way possible will imply more trains. We need to plan accordingly
Trucks are using low sulfur diesel and the latest generation diesel engines are the cleanest burning in trucking history. In addition, aggressive growth is happening right now in the LNG/CNG fueling network nationwide which will lead to trucks converting to natural gas either by retrofitting current trucks or replacing with LNG or CNG burning engines during normal fleet replacements 


Ports
Washington’s ports are facing increased competitionlosing market share  
Harbor Maintenance Tax (HMT) increases cost of container throughput compared to Canadian ports
Canadian government subsidies have helped move cargo to Port of Prince Rupert and Port Metro Vancouver and these ports are landing a higher percentage of first port calls
The Federal Maritime Commission found that the Harbor Maintenance Tax adds on average $109 per FEU container shipped through US ports; if removed, half of the cargo going through Canada would revert back to a US port.
Naturally deep ports like Seattle and Tacoma receive only a penny for every dollar that shippers who use those ports pay in HMT.
John Martin’s economic analysis shows that cargo diversion to Canadian ports puts approximately 10,000 American jobs at risk that are currently supported by activities at Port of Seattle and Tacoma. 
Outbound container prices are significantly higher ($1,000+) in Washington than in southern California, which has a surplus of containersALASKA – AN IMPORTANT TRADING PARTNER
The ports of Tacoma and Anchorage celebrated 25 years of partnership in 2011. The Port of Tacoma’s annual trade with Alaska is estimated at $3 billion. If ranked with its international trading partners, Alaska would be fourth. 
Nearly 80% of all trade between Alaska and the lower 48 states moves through Tacoma facilities. Twice weekly, Horizon Lines and Totem Ocean Trailer Express (TOTE) sail between Tacoma and Anchorage delivering food, clothing, building materials, vehicles, medicine, and other essentials.
Port of Seattle facilities play an important role in supporting trade with Alaska. Marine terminals in the Seattle harbor and on the Duwamish River load goods on vessels headed to numerous cities and villages throughout Alaska. Fishermen’s Terminal and Terminal 91 are home to the North Pacific fishing fleet and enable Alaska’s seafood to be brought to market.
Beyond water-borne trade, the Port connects Seattle and Alaska by air, serving an average of 35 departures per day between Sea-Tac International Airport and Alaskan cities and providing a critical link for movement of passengers and cargo.



Growth in near-shoring in Mexico and Latin America  and re-shoring in the U.S. is causing further diversion of cargo from Washington ports
For example, Laredo, Texas is now the nation’s biggest land-based port ($121B combined imports and exports)
More time-sensitive freight services will be needed to move goods manufactured domestically
Washington’s Ports have a lot of capacity but lack the cargo to fill it
Continued equipment imbalance results in poor container availability 
The Port of Tacoma and Seattle have set aggressive targets to grow their respective container businesses 
The move towards mega-ships (more than 10,000 TEU capacity) adds to infrastructure upgrade costs and puts pressure on ports to load/unload efficiently
Requires greater capacity along the supply chain to process cargo more efficiently
Ports will need access at all times of day; increased activity could pose problems
Port of Seattle estimates it costs $61,000/day to have a mega-ship in port 
East Coast ports are investing significantly to accommodate mega-ships coming via the Panama Canal (as of 2015)
Will result in increased equipment imbalance and lower congestion at West Coast ports if retailers shift to all-water route
May shift around 5% of goods, but container lines want to turn equipment quickly so they’ll continue to drop containers on the West Coast
Bulk freight is growing
More bulk commodities such as coal, oil, and agricultural products will be exported through Washington marine ports 
Growth in crude oil exports coming by rail from Montana and North Dakota 
New and/or expanded bulk export facilities may be built in Washington State
Air
Growth in air freight is fueled by agricultural products from Eastern Washington
In 2012, more than $114 million worth of perishable fruit and vegetables weighing approximately 18,000 metric tons was shipped by air
China, Taiwan, Japan, Hong Kong and South Korea are major export markets
Cost of security screening favors major air gateways due to economies of scale 
More than 160,000 jobs in Washington are in some way connected to air cargo, producing approximately $8 billion in wages
Nearly all of the air cargo activity is concentrated at three airports: Sea-Tac International Airport (51% of air freight in 2011), Boeing Field/King County International Airport (33% of air cargo in 2011), and Spokane International Airport (16% of air cargo in 2011)[footnoteRef:1] [1:  WSDOT Gray Notebook Edition 49, March 31, 2013, page 44.] 

Ramp space and on-site sorting facilities are needed to support growth in air freight
There are 10 to 12 freight flights to Asia each week on 3 foreign flag freighter operators
Belly cargo on passenger planes is also provided by 8 airlines flying to 7 destinations in the Middle East and Asia
Air cargo lags behind passenger movement but is catching up. As airlines develop new belly capacity, it will be critical to add new routes to meet demand
Air freight capacity issues are most pronounced when there is a short shipping window.  For example, there is an inability to meet demand for cherries due to the 3 week shipping window 
Increased air freight can increase complaints about flight patterns and noise


Trucking – Overall
Trucking tonnage will increase as the economy recovers
2012 tonnage was at 9.4 billion tons (68.5% of all freight modes); up 2.3 percent
Truck related jobs account for about 8% of the Washington workforce
Boeing directly employs 300 drivers who drove 8.5 million miles in the Puget Sound region (does not include vendors). They move parts by water, rail and air, but all these modes require truck pickups
Boeing currently produces 38 planes each month in Renton. The goals it to increase production to 60 planes, which will require more trucks and produce more traffic
PACCAR relies primarily on trucks for freight movement. It moves less than 15% of its parts by rail
FedEx has 1,400 employees in Washington State. They have a 120,000 SF facility in Seattle and a 20,000 SF warehouse in Blaine near the U.S. – Canada border
SuperValu operates a 500,000 SF grocery warehouse in Tacoma that makes deliveries to 6 states and overseas military bases
Costco has 29 warehouses in Washington State. In 2012, they had 130,000 forty foot equivalent truckloads inbound to the state 
There is a looming driver shortage 
According to the Department of Labor the decline in drivers began in 2006
Current workforce is retiring and quality of life issues make it harder to attract new drivers
Age of entry is a career barrier for interstate trucking
Federal law requires drivers to be 21 to haul interstate freight, even if it is hauled within the state  
With Intrastate hauling, a driver can haul at age 18 
There is no career pathway for a driver between age 18 and 21  
A program should be developed to allow training from ages 18 to 21 with restrictions before age 21 and increased required safety training prior to age 21 for those pursuing truck driving as a career
Truck technology will address some safety issues through adaptive cruise control,  more secure cab structure, and engine dropout to mitigate injuries involving impact with objects
Shortening the length of the haul can help with driver retention and attraction
Trucking – Retail & Wholesale
Inventory is increasingly stored in warehouses and available for just in time delivery
Higher retail rent rates have led to smaller stores and more inventory stored at distribution centers 
This has produced increased regionalization of distribution centers and delivery of smaller amounts at more frequent intervals to stores
Since distribution centers are typically close to retail centers, the average truck trip distance has decreased.
There is increased demand for on-time deliveries in very short appointment windows (to the minute) or risk of fines
Significant increase in the number of short truck trips in urban areas due to online groceries, more trips to and from distribution centers, and other e-commerce and more point-to-point shipments
Retail and wholesale freight carriers are using routing optimization software, cross dock programs and heavy haul equipment (when possible) to maximize truck capacity, increase efficiency, and minimize trucks on the road
Road closures due to weather or other reasons have significant impact to perishable goods and other just in time deliveries
Major food distributors’ delivery hours to urban centers are shifting to off-peak (midnight to 5:00 am), though off peak delivery is not legal in all jurisdictions
Trucking – Retail, Wholesale & Manufacturing
Puget Sound area retail, wholesale and manufacturing companies rely on trucks and are concerned about congestion and the state of road infrastructure
The costs of a missed delivery due to congestion, road closures, or other reasons are high given the just in time nature of production. Any delay slows the entire assembly process or can leave store shelves unstocked
Boeing is adjusting delivery times where possible – already have 28 drivers on the third shift – but not everything can be delivered during this time and some vendors do not want to be stay open beyond 10 hours
Limited rail capacity creates conflicts during the busy agricultural growing season 
Oversize/overweight freight is most affected by functionally obsolete bridges
Almost all of Costco’s 130,000 loads in the state travel on SR 167, which is regularly backed up
Freight Trends - Agricultural 
Agriculture Washington agriculture currently generates about $8 billion in value, which converts to an export value of $10 billion due to value added processes
Crop value is a significant contributor, though livestock products also contribute
Primary contributors:
Apples are the #1 crop in Washington and the state is the largest US producer; 
value is variable, but on an upward trend
Wheat - largest crop by area; export oriented; value is variable, but on an upward trend
Milk - production increasing; highly variable value
Potatoes -  constant, with slightly higher yields; 300% growth from 2001-11 in processed potato products for export 
Products trending up: cherries, corn grain, onions, blueberries, eggs
Products trending down: asparagus, barley, grass seed 
Some products, such as soybeans, being exported through Washington’s ports are grown outside the state 
The Port of Kalama is the #1 grain exporter on the west coast
Many agricultural crops have a limited storage life and need to get to market quickly
Fuel prices affect competitive pricing as these goods need to get to market; as prices become less competitive, producers may exit production
Mode of transport has changed for some products – some grain is now moved by rail
Freight Trends – Tribes
There are 29 federally recognized tribes in Washington with a variety of interests and local agreements; many have land near Interstate 5 or Interstate 90.
Many tribes have continued to be successful in gaming economic development activities which is allowing them to engage in other activities including land acquisition
Marine View Ventures (Economic Development arm of the Puyallup Tribe) and their business partners SSA have a partnership to develop the first freight terminal on Indian lands for a 200 acre facility. It might be an on dock or an off dock project
Many tribes have a strong preservation instinct and will seek to protect cultural and natural resources and may oppose change large infrastructure investments due to these reasons 
Freight Trends – Border/Security
Routing, queuing,  and other changes have improved the flow of freight, but border gateways still need attention to further facilitate goods movement
The International Mobility & Trade Corridor Program (IMTC), a U.S.-Canadian coalition of government and business entities, has identified and promoted improvements to mobility and security for the four border crossings that connect Whatcom County, Washington State and the Lower Mainland of British Columbia. Together, these four crossings are called the Cascade Gateway.
Cascade Gateway truck volumes have increased after declines during the recession, but have still not returned to highs in the early 2000s
Annual value of goods from Canada into Washington is $14 billion and 70% of that passes through Whatcom and Skagit counties
U.S. Customs and Border Protection’s Vehicle and Cargo Inspection System (VACIS) screening facility impedes movement in Blaine, Washington. Trains are over one mile long and when stopped they block traffic at several intersections



Federal & State Policies
1. Consistent and stable funding is necessary to address freight infrastructure needs and broader transportation investments 	Comment by Allegra Calder: Q to FAC: From a transportation investment perspective there has to be room for both new projects and maintenance – what mix works best for freight? Do we want to make a statement about how each should be funded? Are there other priorities like at grade crossing or first/last mile connectors that should be specifically called out?

Freight must compete with other transportation projects and modes for funding and space
More funding is needed for at grade crossing improvements and “first and last mile” projects that target gaps between major transportation nodes 
Consistent, stable federal funding is preferable to using increased federal match as an incentive
Federal matches are often insignificant relative to overall project funding for freight projects
Federal match percentage increases for one program typically results in a commensurate reduction in percentage match (or available Federal funds) at the state level for a different transportation program
IWT tax should be increased to help pay for construction and major rehabilitation projects
Dredging is underfunded and there is concern about aging jetties
Federal Aviation Administration (FAA) funding is uncertain at a time when aviation is already underfunded and understaffed
Cities and counties have inadequate revenue sources to keep up with need for investment
Transportation taxes related to trucking go to the state – limited assistance for truck impact mitigation at the city level
Costs to address at grade crossings exceed city budgets
Local jurisdictions are sales tax dependent (this has other implications for freight as they tend to favor commercial over industrial zoning)
Counties have even fewer revenue options than cities
The legislature typically has not provided cities and counties with the authority to levy a tax to help fund these investments
Jurisdictions may be reluctant to fund freight projects for freight that passes through as the local benefit is often more difficult to demonstrate
Some corridors may be of state significance and should be considered for state funding
Ports may also have a role in providing infrastructure outside of their port boundary	Comment by Allegra Calder: WAITING ON RESPONSE FROM WPPA ABOUT THIS ISSUE
This would require legislation to add a revenue stream. Consider making ports eligible for Public Works Assistance Account funds 
Senators Murray and Cantwell have sponsored The Maritime Goods Movement Act, a comprehensive bill to reform the Harbor Maintenance Tax and strengthen the competitiveness of American ports.  
Supporters include a coalition of naturally deep draft Puget Sound ports, Pacific Northwest ports that require O&M because it significantly reinvests in port-related maritime-infrastructure and adds more equity to the system, by:
Providing for full use of funds collected, increasing investments in the maritime infrastructure and freight mobility
Creating a level-playing field and promoting competition
Providing return-on-investment for all maritime cargo, regardless of gateway of entry
HMT trust fund collects more than it spends and benefits some ports disproportionately
Ports of Seattle and Tacoma, which handle large amounts of imported cargo but require little maintenance dredging, contribute more but benefit less from the Fund; the two ports get about 1 cent for every 1 dollar of HMT collected at their ports.
Comprehensive policies related to freight and aviation are needed
Coordinated federal policy would likely allow federal dollars to be allocated in a more efficient and equitable way
The Washington State Aviation Plan does not mention cargo or emphasize aviation economic development
WSDOT will begin a 24 month Aviation System planning process in fall of 2013 that will include an inventory of needs and funding options related to air freight service 
Different state regulations produce inefficiencies and extra costs for the trucking industry
Movement across different states and provinces is tough due to different regulations. More standardization is needed 
In 1991, Congress passed the Intermodal Surface Transportation Efficiency Act (ISTEA) which prohibited states from increasing the size and weight of combination vehicles beyond that already allowed on June 1, 1991
Companies like Costco and FedEx would like more ability to use longer combination vehicles (LCV). Companies can haul three trailers in Idaho and Oregon, but are restricted to two when they enter Washington. This requires the driver to stop and break down the freight, which takes time. 
Washington’s enabling legislation limits trailer length to 28 feet. Other states allow 33 feet, which allows greater utilization 
Increased rules and regulations add costs and hinder competitiveness
Trucking 
Compliance, Safety and Accountability (CSA) system launched in December 2010 and is creating uncertainty and dissatisfaction and reducing the pool of eligible drivers
Hours of Service Rule Changes (as of July, 2013) will require more truck drivers and potentially more equipment to transport the same amount of goods
This also requires additional safe truck parking spaces
Electronic on-board recorder requirements may be cumbersome
Biodiesel mandates increase costs, as biodiesel is 2-4 cents more per gallon
Washington truckers pay higher annual truck taxes than the national average: 2011 average cost for a 5-axle tractor semi-trailer combination was $8,900 in Washington compared to $5,221 nationally
Environmental policies and goals may conflict with trucking interests and increase cost of operations 


Rail 
Positive Train Control is an unfunded mandate that has cost billions
Legislation that increases freight rail rates and pricing regulations has been costly for the railroad industry.
The railroads oppose legislation to force freight railroads to allow open access to competing railroads
Air
FAA and TSA have increased regulations and decreased flexibility
Waterways
The federal process for permits in waterways can take decades and is a barrier to:
Efficient freight movement in a global economy
Private sector investments that benefit the national, state and local economies
All modes
All modes are under pressure to reduce emissions
Project delivery is too slow and unpredictable due to multiple and changing regulations
Projects requiring both SEPA and NEPA reviews are time consuming and costly. Costs could be saved if completion of SEPA would satisfy NEPA or vice versa or if the processes could be made more concurrent, rather than consecutive  
The increasing scope of SEPA reviews by the state will add years of study time to port terminal upgrades
Better coordination among and between state and federal agencies is needed on multiple issues, including environment, dredging, and construction 
Some regulations redirect capital away from terminal efficiency improvements, such as grade separation and port terminals. This is an especially acute issue with stormwater regulations, which are not well defined making it difficult to develop a capital investment plan
Full compliance with State stormwater rules is difficult. due to the stringency of these permitsNew state stormwater rules are more rigorous than in the past. Definitions vary by project and some are site specific, which makes every process different adding to uncertainty 
There are changing and inconsistent rules regarding annual maintenance dredging for the shipping channels and for regular in-water work at the port docks
New or increased taxes or fees (user fees, congestion pricing, etc.) that add to the cost of doing business could divert business away from the state. At a minimum any new fees or taxes should be reinvested in state transportation infrastructure to ensure that the state remains competitive
Many freight industries are both mobile and price sensitive
Legislating promoting power plant conversions from coal to natural gas and allowing utilities to pass the conversion costs on to customers is problematic. This should be market driven, not legislated


Views on Increased Truck Size and Weight  Limitation Changes are Mixed
The trucking industry favor increasing size and weight limits commensurate with axles, since they believe it would be  more efficient for trucks and shippers and would allow them to maximize utilization
Could be promoted as a Green Initiative since fewer trucks would be on the road and fewer trips would be necessary
UP Rail is opposed to increasing truck size and weight limits without a commensurate payment for increased wear and tear on the roads 
Difference of opinion may remain on the definition of “fair share” and whether the trucking industry is paying it


State Policies 
1. Inadequate protection of strategic freight corridors, industrial lands and port districts – need to protect economic interests of the entire state
Limited right of way and decreasing developable land in some urban areas produces conflicts about highest and best use
Freight movement relies on land use decisions and infrastructure investments that support regional or state economies
There is a gap in Washington state tax policy, investment programs, and land use policy to support the efficient movement of freight at a regional or state level
Inconsistent zoning from jurisdiction to jurisdiction impedes freight movement
Land use regulations that prevent large trucks from entering urban areas and access in and out of some ports hinder efficient freight movement
Truck parking and staging is increasingly an issue
Long haul truckers need places to park overnight
Increased authority over trucking operations at the city and county levels
Employers in jurisdictions with paid sick leave policies are at a competitive disadvantage
State involvement in independent contractor/employer negotiations, particularly port drayage drivers
The drayage system in Washington state and elsewhere is constantly being challenged both legally and legislatively, which can lead to freight delivery uncertainty 
Emerging Policy Direction
1. All modes are part of the global freight supply chain  
Regulations should not interfere with modal competition
Do not pick modal winners and losers when setting policy
Freight owners determine which carriers to use based on time, cost and availability.  Government involvement in favoring modes is detrimental to freight supply chain requirements
Freight moves on multiple modes and each must function well
Better connections between intermodal facilities and freight are needed
Intermodal connectivity, especially around the “last mile” and near ports, is critical
Consideration of congestion, conflict and capacity are natural concerns – discrimination between commodities goes beyond mobility
Growing Washington’s share of freight movement should be a stated goal
Consider expanding the definition of areas of state significance to include co-location of rail, trucking and port facilities or truck parking
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