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INTRODUCTION

The movement of goods and commodities has long been di-

rectly related to the economy of Cheboygan County and North-

east Michigan. Local officials recognize that business and

industrial location decisions are not only made on the basis

of access to raw materials, but also on the basis of dependable

transportation facilities. The private sector views trans-

portation as a critical link between points of material supply
and points of product distribution.

 jit i B T e G e o B I e 1 7R R 0 U P B e e el e B

Traditionally, the movement of goods has been thought of
in terms of the use of one mode of transportation. That is,

shippers have used either one of several principal modes,
as rail, truck, water or air,
calities,

such
to move commodities between lo-
More recently, however, the business/industrial com-
munity is beginning to seriously consider a combination of trans-
portation modes to more efficiently move their goods.

This, is
especially true for companies that use trucks to disperse pro-
ducts from or collect goods at a central rail terminal. What

this means is that even truck dependent manufacturers and busi-

nesses are placing more and more importance on the availability
of rail access in location decisions.
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In fact, many company
planners and marketers are looking for transportation savings on
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the end of trips rather than én route by seeking multimodal sites,

{0 |

This project is an attempt to determine if businesses and

industries in the Cheboygan, Eastern Upper Peninsula and Sault
Ste. Marie,

Lo

Ontario areas are experiencing economic burdens as
a result of inefficient or insufficient goods movement facilities

and to determine if a rail-truck bimodal loading/unloading facil-
ity in the Cheboygan area would be feasible.
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The market research
study is a joint effort of the Cheboygan County Economic Develop-
ment Corporation,
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and the Northeast Michigan Manpower Consortium - Region 9 Private

Industry Council.

The rail-truck multimodal facility as defined for the ﬁur—
poses of this study is a community-operated freight loading and
unloading dock with a rail turnout and siding designed to accoms
modate-piggyback (loaded truck trailers on rail flatcars) and.
direct boxcar shipments. The concept of such a facility is not
new, but it has not been extensively adopted in northern Michigan.
Several years ago, E%? six communities of Chebqygag, Gayl@;@im
Grayling, West Branch, Alpena and Tawas City were identified as

';having potential for such a facility. Grayling was selected by

the Michigan Department of Transportation as a pilot site for the
first facility, but no funds have been appropriated for its con-
struction. Cheboygan was selected by the Northeast Michigan Coun-
cil of Governments for the focus of this study because of its po-
tential as a transloading site for businesses and industries in
both the Eastern Upper Peninsula and Sault Ste. Marie, Ontario in
addition to servicing their local community. |

This study hopes to accomplish the following specific ob-
jectives: to identify potential users of the facility, to.de-
termine the most appropriate location for the ramp, to determine
shipping volumes and types of commodities to be transported ‘and
to investigate potential sources of funding. The Cheboygan County
Economic Development Corporation believes that a rail-truck multi-
modal freight facility would not only enable the community to pro-
vide existing businesses with a potentially more cost effective
transportation service, but would also enhance their efforts to
attract new industry by offering a more comprehensive transporta-
tion package.

It is important to point out at this time that the focus of
this study is to preceive what the attitude for such a bimodal
facility is among the private businesspeople in the area. While
some statistics will be presented and analyzed in the report, this
attitudinal approach has been emphasized for several reasons. The
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primary reason is that it is very difficult, if not impossible to
quote a rate to any shipper when no such facility is in place ‘and
without detailed information as to the type of commodity, weight
and volume, and the origin and destination of the commodity. Sec-
ondly, the current economic conditions which exist, particularly
in Michigan, has resulted in fewer commodities being transported
to and from companies in the geographical region under considera-
tion in this study. Therefore, it becomes important to better
understand what shippers think and to find out if they will at
least take the time and effort to compare the difference in cost
of combining modes rather than relying on only one mode of tré@s—

portation to move their goods.

Finally, before turning attention to the text of this reﬁbrt,
it is important to pose a chicken-egg type of question which not
only addresses the need for such a transportation Facility, but
also involvement by the public sector. Which comes fhrat = the
A good
arguement can be made, that in any area where the demand exists,

transportation facility or the demand for transportation.

transportation facilities will be developed to meet the demand.
However, from the point of view of the manufacturer or business-
man, particularly those companies which are not large enough to
significantly influence the construction of necessary transporta-
tion facilities to satisfy their needs, they are dependent on us-
ing facilities already in place. This is especially true for the
smaller communities of Northeast Michigan that must presume that
transportation services have to be developed in response to the
needs of shippers. Additionally, this study may very well deter-
mine that the demand for such a bimodal transportation facility
already exists in northern Michigan. Historically, the develop-
ment of all modes of transportation has had a great deal of gov-
ernment involvement. Therefore, the role of local, state and
federal governmental agencies in the development of a better, more
efficient and comprehensive transportation network to be used by

the private sector is justified.
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Before it can be determined that the rail-truck multimodal
facility for Cheboygan is feasible or not, there is a need to es-
tablish some criteria on which to base this determination. It is
very difficult to establish a specific number of rail cars which
must be generated by the facility as the standard on which to
justify the practicality of such a facility. There are a number

. of intangible elements which must be considered,'particularly from
an economical point of view. For example, should this facility

~create one full-time employment opportﬁnity, the State of Michigan
would realize a savings of thousands of dollars through discontinued
unemployment benefits, increased income tax revenues and increased
sales tax revenues. Then there is the rlpple effect as that new
payroll turns over in the community,

Another factor which contrlbutes fo the difficulty of estab-
- lishing a firm standard is the public sector involvement. If
Cheboygan County is successful in securing State and/or Federal
grants to finance construction of the. rail-truck multimodal ramp,
then the start-up costs are - v1rtua11y non-existent to the commu-
nity. This leaves only operational expenses which could be con-

sidered minimal compared to the capital 1mprovement costs of put-
ting the facility in place.

Still another factor which should be examined is a comparison
of what standards private bﬁsinesses use to measure the feasibility
fof constructing private rail sidings. Without identifying indi-
vidual companies, it is known through discussions with the Detroit
and Mackinac Railway that private investment has been made in simi-

lar facilities based on the generation of 30 to 80 railcar ship-
ments annually.

Based upon the above information and after discussions with
various private rail users, railroad officials and Michigan Depart-
ment of Transportation personnel, it is generally acceptable
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: ANALYSIS AND OBSERVATIONS OF QUESTIONNAIRE RESULTS.

5 A review of the tabulated survey responses reveals some valu-
r able information in determining the feasibility of a rail-truck

- multimodal ramp for Cheboygan County. The Table on the next page

- indicates a total of 161 questionnaires mailed to businesses in -

g the three geographical areas which this study focused on. From

- this total, however, 27 surveys must be subtracted to account for

- undeliverable as addressed eﬁvelopes,'questionnaires sent to com-
panies, governmental agencies or other[noh—shippers where no re-
sponse was .expected or received, and for surveys sent to businesses
where it was learned later that they were out of business or were

a subsidiary of a parent company which had also received a question-
naire. Therefore, the total potentiél responses to the question-

F naitre form is 134. Of this figure, the study experienced a 30%

- return overall from‘thé'three gedgraphical areas with the highest
-percentage'response'froﬁ Cheboygan area businesses (477)

; A telephone follow-up to the questionnaires increased the over-
- all response level to 53%, the Eastern ‘Upper Peninsula.being the

E most extensively covered of the three areas. The telephone inter-

-view revealed very few surprlses, with most interviewers indicating

\ 20 I g}

that they did not return the questionnaire because they did not

‘The Table indicates that the overall response was good in both Che-

boygan and Eastern Upper Peninsula regions, but relatively poor
from businesses in Sault Ste. Marie, Ontario.

f'ship sufficient volumes to economically justify rail transportation.

The primary reason
for the low response level can be attributed to the fact that,

:accordlng to local governmental officials and Chamber of Commerce
‘'representatives from the Canadian Sault, many of the companies
;identified on the questionnaire mailing list were small businesses
'with virtually no connection with U.S. suppliers or markets.

Generally, what the survey revealed is that there are many
small shippers which usually cannot fully load a truck trailer and,
onsequently, do not have sufficient volume to utilize a railcar.
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% Returned
Telephone Follow-up Contacts
Total Responses to Rail-~Truck Survey
7% of Total Potential Responses

Number of Companies Expressing Interest in
Facility

% of Total Responses

477

9
26
753%

7
297,

67%

8
29%

e
.
TABLE 1 mm
TABULATED QUESTIONNAIRE RESPONSES s
e
0
Cheboygan Eastern Upper Canadian | g
Area Peninsula Sault | Total H
: _ H
Questionnaires Mailed 38 51 72 { 161 H
Not Deliverable -1 -2 -2 ‘ -3 -
Inappropriate Contacts * _ -y -2 -6 -] +
Out of Business/Duplicated *¥* -1 -5 -~ -10 I
Total Potential Questionnaire Responses 32 42 60 134 pu
P .
Surveys Returned 15 9 16 :

32%

6
32%

B

21
30%
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* Includes Railroad Companies, local governmental agencies and other non-shippers who re-

celved questionnaire for informational purposes only. Response to survey not appro- GuE

priate. s
*% Includes businesses out of business and subsidiaries of parent company also receiving +

questionnaire. T
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This was by far the major concern expressed by companies contacted
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in the survey. However,'the survey also indicated that the re- _

latively few businesses that did express an interest in the rail-
truck multimodal ramp were large shippers. Therefore, even though
only 30% of all respondents could be identified as real potential
users of such a facility in Cheboygan County, the overall shipping

LI J B

volumes were larger than expected.

Additional questionnaire tabulations revealed a total (3]
25,005 tons were shipped annually by all respondents from the three
geographical areas. Of this total, nearly 15,000 tons were from

companies expressing an interest in using rail transportation. In
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other words, 30% of the companies accounted for 60% of the total
tonnage being shipped into or out of the three geographical regions.
This further documents the observation that the facility will be
predominately used by the larger shippers.
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Information proVided by the Detroit and Mackinac Railway indi-
cate that most boxcar shipments will average between 30 and 80 tons :
in commodity weight. Based upon these figures, it can be calculated?
that the rail-truck multimodal facility for Cheboygan County could
generate between 186 and 498 rail carloads per year if companies
expressing an interest in the facility were to fully utilize it.

It should also be pointed out that these estimates do not include
projected use by two other potentially large shippers that have also
expressed interest in the proposed Cheboygan facility.
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These figures are indeed impressive and would clearly indi-
cate that the rail-truck multimodal facility for the Cheboygan
area is truly feasible. These estimates should be considered long-
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range projections for the use of the facility on an annual basis.
Actual carloads generated by the facility in its first year of ope-
ration would probably not achieve these estimates which more accu-
rately reflect the use of the facility after a period of time. The

facility should, however, easily generate forty to fifty carloads
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in its first year based solely upon the survey results.
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The following narrative describes other observations from the

tabulated questionnaire responses from the three geographical areas
individually.
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Cheboygén'Areé

Just under half of the respondents (47%) were manufacturers

of durable goods. The remainder was divided fairly evenly between

wholesale, retail, agriculture, forestry, construction and non-

durable manufacturing businesses. Seventy-seven percent of the

respondents currently do not use rail for shipping or receiving,

O T R B R G AN A R

Outbound shipments are transported to markets in the south,
east and midwest, with tonnage ranging from 120 to 1500 annually.
Sufficient tonnage for shipping was generally accumulated in one

to three days. Major shipping seasons occurred from spring or sum-
mer through fall or winter with less than 20%
noting year-round shipping.

LI LA I N B

of the respondents
Sixty-two percent of the respondents
said their customers had facilities to receive goods with about half

indicating that rail facilities were available to their customers.

Incoming freight originates in the west, northwest, south and
midwest. Forty-six percent of the respondents had suppliers with
access to rail for shipments to Cheboygan, while none noted suppli-

ers without rail access. The remainder did not know if their sup-
pliers had access to rail transportation.
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Local trucking is available to 62% of those responding. Sixty
percent felt that rail transportation would reduce their shipping
costs, 277 felt it would not, and 13% noted that they had insuffi-
cient volume to take advantage of rail shipping.
Efelt that they would not use a rail facility if on
- in Cheboygan, noting lack of volume or having thei
gthe major reasons. Of the 40% who would use such a facility if it

gwere available, there was an almost equal response for the need of
rflatcars and boxcars.

Sixty percent
e were located

r own siding as
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Eastern Upper Peninsula
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Primary respondents were firms ‘involved with durable goods
manufacturing and forestry commodities. Lesser concerns included
those in wholesale trade, construction and agriculture. All re-
spondents need their commodities shipped across the Straits of
Mackinac. - Nearly all involve transport via trucking across the
Mackinac Bridge. Annual tonnage transported in this manner varies
greatly, from 3900 tons maximum ranging downward to only 100 tons.

Inbound commodities originate primarily from lower Michigan
and the immeidate southern states of Ohio, Indiana, and Illinois.
The primary destination of commodities shipped south is Detroit. ;
The shipping season appears to be equally divided between year-round]
and from spring through fall. Most firms indicate it takes them :
one to two weeks to accumulate sufficient tonnage for shipment.

All the firms' customers and suppliers have access to rail

iy
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for inbound and outbound commodities. Mixed feelings were express-
ed regarding whether shipping cost savings would be realized by
converting to rail after crossing the Mackinac Bridge by truck.
However, the results indicate this is due to the fact that most
shipments are less than a truck load. Combining shipments of
several firms onto one rail car would make rail shipment more
practical for these firms. If these firms were to use rail ship-
ping and utilize a multimodal rail-truck facility,'most indicate
that Cheboygan would be a convenient location for such a facility
(nearly all said that Mackinaw City would be better, but indicated |
they would be willing to travel 30-60 miles from the south end of
the Mackinac Bridge to gain access to such a facility). Most firms
are of the opinion that, if such a facility were feasible for their
shipping needs, they would indeed consider utilizing it due to the
potential of lower shipping costs by rail rather than by truck.

The wvarious firms would equally need boxcars and flatcars for their
piggyback rail shipments.
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Sault Ste. Marie, Ontario

Businesses involved with durable goods manufacturing represent-

!
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ed nearly half of the total number of responses. The remainder were

VT

evenly split between wholesale, retail or construction businesses.
Only 407% of these businesses receive or ship commodities which are
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transported across the Straits of Mackinac. These commodities are

all transported by truck over the Mackinac Bridge, with each firm's

Ll
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annual tonnage transportéd ranging from only two tons for small

(B 2 Y 18

equipment manufacturers up to 5,000 tons for an aluminum company.

Inbound commodities originated from Detroit, New Jersey, and the

‘southern United States. New York was listed as an outbound desti-
nation by one manufacturer.
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The months from spring through fall are the busiest in terms
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of shipping for the Canadian Sault firms. Some accumulate suffi-
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cient tonnage for shipment in 1-2 days, while others need two weeks
to three months. Of those firms shipping out their goods about
half ship to customers having access to rail facilities. Of those
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receiving inbound commodities, two-thirds indicated that their sup-
pliers have access to rail. Of those customers and suppliers hav-
ing rail access, half were within one mile of a rail siding and
half have a rail siding at their business location.
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All but one of the responding firms were doubtful that their
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physical distribution costs would be lowered by converting to rail
after crossing the Mackinac Bridge by truck, but several indicated

they would consider using such a facility if it were available.

Mackinaw City was considered a better location for the facility than]
Cheboygan, although a majority stated that a Cheboygan location
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would be convenient and that they would be willing to travel up to
25 miles from the southern end of the Mackinac Bridge to gain ac-
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cess to such a facility. If they were to utilize such a facility,
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60% indicated they would need boxcars, and 40% would require flat-
cars. Nearly all felt that establishment of a foreign trade zone

i |

office in the northern lower peninsula of Michigan would be of
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little value to their operatio
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SITE LOCATION ANALYSIS

One of the primary objectives of this study is to examine
potential sites for a rail-truck multimodal ramp, analyzing the
advantagesfand disadvantages of each location and then determining 1
the most desirable site. . Prior to eiamining specific geographical
sites, the Cheboygan County Economic Development Corporation was
somewhat confined to a limited area for two major reasons: first,
the site had to be'locatéd adjacent to the Detroit and Mackinac
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Railway line so as to ensure service and secondly, the site had

to be located in the northern part of Cheboygan County in order to
accommodate potential rail users from the Eastern Upper Peninsula

and Canadian Sault. Within these limitations, three primary sites
have been identified for a more detailed analysis in this report.

The three sites which are addressed below are referred to as
the Cheboygan Ball Street Site, the Cheboygan Industrial Park Site,
and the Mackinaw City Site.

The Ball Street location within the City of Cheboygan offers
a number of advantages for the construction of the rail-truck multi-
modal facility. As can be seen on the map on the next page, this
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site is located immediately between Mackinaw Avenue (Highway US-23)
and State Street. US-23 is the primary highway connecting the City
of Cheboygan to Mackinaw City and the Mackinaw Bridge. State Streety
turns into Levering Road at the City Limits and this route inter- :
changes with the I-75 Expressway about seven miles from the site.
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This location appears very desirable in terms of accessibility to
highway traffic and both routes have considerable truck volumes.
Ball Street itself would require reconstruction to accommodate the
increased traffic volume and weight loads as a result of the facil—g
ity. Approximately 320 feet would need to be rebuilt with twelve
inches of reinforced concrete to a width of 40 feet.

With regards to rail service, the site is considered by the

Detroit and Mackinac Railway to be excellent. It is located
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near the Cheboygan switching yaxd with locomotives on site for
ready handling of railcars to or from the facility. A combination
piggyback-boxcar ramp would require the construction of a rail

turnout whereas a boxcar only siding could be placed along side
of the existing track.

The site itself would also require some preparation to ade-
quately handle truck-trailer traffie. Soils are somewhat poorly
drained, thus requiring'the'installatipn of catch basins to con-
nect to a city storm sewer along State Street. Mucking would also
be needed to remove approximately 15 inches of soil and place 18
inches of gravel, the top six inches being salt stabilized. Grave
could be transported to the site via the Detroit and Mackinac Rail
way from a commercial gravel quarry also located along the Lake
Huron Shore route. There are approximately 10 acres of land avail
able, but only three or four would need to be improved. The site
is currently zoned residential and the property would require re-
zoning by the City of Cheboygan to industrial. Some greenbelting

and landscaping may also be required to buffer the site from near-
by residences.

Preliminary engineering has estimated the total project cost
for the piggyback-boxcar facility, including construction of the
rail turnout to be around $95,000. Estimates for the boxcar only
ramp constructed along the existing track are projected to be near
$55,000, including site preparation.

Cheboygan Industrial Park

The Cheboygan Industrial Park is another prime location for
the proposed rail-truck multimodal facility. The Park is located
within the City Limits of Cheboygan, bordered by State Street to
the south and the Detroit and Mackinac mainline to the north, as
illustrated on the map on the next page. This site is less than a

mile away from the Ball Street location previously described. A-
long the northern edge of this
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is not used by the D&M Railway. Although the track and ties which
comprise this turnoutare in a state of disrepair, the site could
readily accommodate the proposed intermodal ramp.
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The site is accessible to truck traffic along the same two
major routes as the Ball Street site, thbse'beinngighway Us-23
(also known as Mackinaw Ave.) and State Street. The site connects
to State Street via Webb Drive, one of the main streets in the in-
dustrial park. State Street provides access to Levering Rd. to the
west which interchanges with the I-75 corridor and to downtown Che-
boygan and US-27 to the east. Access to the site from US-23 can be
gained along Western Avenue to Higgins Road and then Webb Drive.
These roadways currently handle truck traffic and would most likely

serve increased traffic volume with no significant adverse impacts.

il

PR I O TRLT N B 0 B I (i By N ¢ IR O T T U U N T T WY O O O O I 1
I]rlllIIlill-lllllILll.Ll_LJJ_l_LliI!:!!IIIII‘l_r!IIIIII|I‘IIIIITIIlIIllII[Il!!ElIlJIM

| B S R D N 52 R ) LR B OmL O G A DA PR R N S S R G P GO 0 A e A U G B B S R JNL S A B R GO e I f G U B TR E L
Ll

Because of the existing rail turnout, the site would be ideallyé
suited for the combined piggyback-boxcar loading/unloading ramp. ]
Considerable rebuilding of the track, including replacement of
numerous railroad ties and possibly roadbed improvement, would have
to be undertaken. Reconstruction would not be as expensive as
building a new rail turnout, but this particular turnout is longer
then what a new one would have to be to service the multimodal
ramp. The tumnout would have to be rebuilt its entire length be-
cause it must pass by an existing industrial building before reach-
ing land of sufficient size to accommodate truck-trailer maneuver-
ing. An access road, approximately 400 feet in length, from Webb
Drive to the site would have to be constructed in addition to the
truck lot adjacent to the rail siding. However, site preparations,
including drainage, greenbelting and mucking would not be nearly as
extensive compared to that required at the Ball Street location.
The land is presently zoned to allow for the multimodal facility
and is available through the Citizens National Bank of Cheboygan.
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Mackinaw §ity1Locati0n

The third possible site for the proposed Cheboygan County
rail-truck multimodal facility is located in the Detroit and Macki-
nac rail yard within the Village of Mackinaw City. This site would
require the construction of a new rail turnout for the combined
piggyback and boxcar intermodal ramp, similar to that required at
the Ball Street location in Cheboygan.

The site would be accessible to truck traffic from both US-23
and I-75 via Huron Avenue. The rail switching yard is located di-
rectly across from the rail-ferry dock which services the Chief
Wawatam. While the site is ideal for southbound truck traffic
crossing the Mackinac Bridge, serving companies in both the Eastern
Upper Peninsula and Canadian Sault, the Detroit and Mackinaw Rail-
way, delivery, pick up or switching of rail freight cars to or
from the ramp would require a locomotive from the Cheboygan yard.
The D&M does not have a locomotive stationed in Mackinaw City be-
cause there is no rail traffic generated in that community and
cross-Straits ferry service has been temporarily halted. Addi-
tionally, the ramp would be inconveniently located for most of the
potential users, many of whom are in the Cheboygan area. Finally,
as indicated on the questionnaire results, while many Eastern Upper
Peninsula and Canadian Sault businesses thought Mackinaw City would
be the best possible location for the facility, most did not feel
Cheboygan would be too far away to prohibit trucking to the ramp.
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Alternative Ramp Designs

In addition to selecting the most appropriate location for the
rail-truck multimodal facility, some consideration should be given
to the layout or design of the loading/unloading ramp.
on the following page illustrate three basic conceptual designs for
the multimodal dock.
be highlighted.

Each ramp has its own advantages which should

Ramp A is by far the most versatile of the three designs. It
will easily accommodate two railroad cars, whether it be two flat
cars, two boxcars or one of each. This particular ramp will also
allow for the two railcars to be loaded or unloaded simultaneously.
The incline is wide enough to enable a truck tractor and its trail-
er to be loaded onto or unloaded off of a flat car while at the
same time providing‘ample space for a forklift truck to gain access
to a boxcar and trailer. The facility is more expensive to con-

struct and requires a rail turnout.

Ramp B is considerably less expensive than either Ramp A or C
and can be constructed alongside an existing track, thereby elimi-
nating the need for a rail turnout. However, this ramp will not
accommodate piggyback shipments nor other commodities such as farm
tractors and implements which are transported on flatcars and nor-
Additionally,

this facility will only allow for one rail car to be served at a

mally require unusual loading/unloading techniques.

time, thereby complicating scheduling for individual shippers. It
should be pointed out that boxcars can be moved without the use of
a diesel locomotive and this ramp could accommodate two and perhaps
three or even four boxcars being loaded or unloaded over a 24 hour

period.

Ramp C is somewhat of a combination of Ramps A and B in that
it has some of the versatility and limitations of the other two.
This design will allow for both piggyback and direct boxcar ship-
ments but can only accommodate one rail car at a time. Additional-

ly, railcars servicing this facility would require a locomotive
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FIGURE 4

: ALTERNATIVE MULTIMODAL
RAMP A RAMP DESIGNS

T

Ly

il

i I Wl T Iy i 10 L O I B A
Illll!lIIIIIIIIIIJI!}!II

[ 0 B I B PN B O G U BN B O

Approximately 205 feet long - 2 rail cars
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Approximately 100 feet long - 1 rail car
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Approximately 155 feet long - 1 rail car
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because of switching which is necessitated by the rail turnout. -
Consequently, this ramp would service only one railcar over a 24

hour period, making it the lowest capacity of the three.

Based upon these observations, it is the recommendation of
this study to pursue construction of the‘Ramp A multimodal facil-
ity for Cheboygan County. The ramp would have an expected life
of at least 50-60 years and probably longer with minimal mainte-
nance requirements. This feature would be a valuable factor to

the community for attracting potential rail users to the area.
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- attention should be given to the amount of southbound truck traf-

OTHER CONSIDERATIONS

Mackinac Bridge Traffic

Another factor which should be considered in determining the
feasibility of a rail-truck multimodal dock in Cheboygan County
is the volume of truck crossings over the Mackinac Bridge. Since
a major element of this study is to examine the potential ofiservic—
ing businesses in the Eastern Upper Peninsula and Sault Ste.

Marie, Ontario by transloading freight from truck to rail, some

fic across the Straits of Mackinac.

" As depicted in the table on the next page, there was a total
of 127,481 truck combinations which traveled over the Bridge in
1981. These trucks ranged from five to eleven axles which would
usually vary in weight from 40 to 75 tons loaded. Of this total,
63,557 (or 49.9%) was southbound traffic. The Mackinac Bridge:
Authority attributes the additional 367 northbound crossings to
the transport of mobile homes manufactured in the lower peninsula
and sold in the upper peninsula which are reported in the same

category as truck combinations.

Unfortunately, no data is available as to whether the trucks
are loaded or unloaded, but figures would appear to indicate that
there may be a sufficient number of trucks crossing the Mackinac
Bridge to provide for a moderate use of this facility. Even if it
is assumed that only 1% of the trucks crossing the Straits could
have their cargo transloaded into a boxcar or have the trailer load-
ed into a rail flatcar, this would account for about 635 truck ship-
ments. Then applying the formula of two truckloads for one boxcar :
load or two truck trailers per one rail flatcar, it can be calculated]?
that 317 rail shipments could be made from the facility servicing :
companies in the Eastern Upper Peninsula, Canadian Sault, and points

west such as Wisconsin and Minnesota that are currently trucking
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Month '81

1981 MACKINAC BRIDGE CROSSINGS

TABLE 3

Truck Combinations

Northbound

January
February
March
April
May

June
July
August
September
October
November
December

TOTALS

Source:

NOTES :

4316
4158
5252
5472
579
6118
5820
5714
6183
6155
4911
4034

63,924

Southbound

4290
4135
5223
5441
5758
6081
787
5680
6148
6120
4884
4010

B3, 397

Michigan Bridge Authority (MBA)

(5-11 Axles)

Total Crossings

8606
8293
10,475
10,913
11,549
12,199
11,607
11,394
12,331
12,275
9795
8044

127,481

MBA accounts for the additional 400 or so northbound

crossings as mobile homes transported by trucks.
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over the Bridge. Additionally, the potential also exists for busi-
nesses to receive freight by shipping via rail to Cheboygan where

cargo is then transported to its destination across the Mackinac

Bridge northbound by truck.

International Bridge Traffic

Information obtained from the International Bridge Authority,
although somewhat limited, does provide for some observations and
general conclusions. Total traffic volumes for commercial vehi -
cles, comprised mainly of truck-trailer combinations, amounted to
59,669 in 1980. For the calendar year 1981, which was considered
a good year for bridge crossings, commercial traffic totaled
63,062,

According to Bridge authorities, this traffic was within a
fraction of 1% to being equally divided with regards to traffic
direction. Consequently, southbound commercial traffic for 1981
is estimated to be about 31,500. Another unrecorded observation
by International Bridge Authority staff indicates that most in-
bound truck traffic has loaded trailers then returns to Canada
empty.

This observation may have a beneficial application to the
purpose of this study. It is known by American and Canadian
officials that many companies in Sault Ste. Marie, Ontario have
U.S. markets for their products. The statistics cited above bear
out this statement. The analysis of the Sault, Ontario question-
naires in another section of this report will provide more de-
tailed observations, but suffice it to say here that some of

these commodities entering the United States across the St. Mary's

River, are destined for markets to the south. Clearly, a portion
of the truck-trailer combinations that cross the International

Bridge will also cross the Mackinaw Bridge. These elements should

be taken under consideration when determining the feasibility of
the rail-truck transloading ramp. The completed questionnaires
identify specific companies and trucking firms currently ship-
ping goods from the Canadian Sa&l} as well as their potential
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Cross-Straits Rail Ferry Service

LRI R I N P I R T S

Continued operation of rail ferry service across the Straits
of Mackinac via the Chief Wawatam is another factor which should
be considered when determining the feasibility of a Cheboygan rail-
truck multimodal facility. The Chief Wawatam is a train ferry that
has transported railroad freight cars the 8.7 miles between Macki-
naw City and St. Ignace since 1911. The Chief was operated by the
Mackinac Transportation Coﬁpany prior to the Penn Central bankrupt- 3
cy in 1976. The State purchased the Chief Wawatam for $102,400 that
same year and the ferry has been operated by the Straits Carferry -
Service Corporation, a subsidiary of the Detroit and Mackinac:Rail-

way, under Michigan's rail assistance program since that time,
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In February of 1982, the Michigan Northern Railway discontinued
service along the Petoskey to Mackinaw City line because the State
not only stopped paying to lease the track from Penn Central (the
owners of the line), but also halted its subsidy to Michigan Northern
to operate over this section of railroad. This connection was es- -
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sential to western shippers who were utilizing the "flag-out" rates 1
being offered by Michigan Northern. Without the service between

1
L} T
522 B o i 3 (5 ) e B 9 G A B R

Petoskey and Mackinaw City, nearly all western shippers re-routed
rail traffic to other carriers, most of which were directed through
Chicago. As illustrated in the table below, rail traffic across
the Straits of Mackinac (Michigan Northern Railway's connection for
western rail users) declined 87% between January and February of
this year. This February figure represents a more natural traffic

flow for the Chief Wawatam with the Detroit and Mackinac Railway
as the connecting rail carrier.
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TABLE 6
CHIEF WAWATAM TRAFFIC VOLUMES
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r Month/Year Loads Empties No. of Crossings
i December 81 311 174 20 :
o January 82 239 36 16 :
0 February 82 31 8 3% :
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While these figures may appear to be relatively low, it is

important to note that this rail connection is essential to those
shippers presently using the service. Additionally, the possibi-
lity of attracting new industries to Michigan, particularly the
northern lower and eastern upper peninsulas may depend on the
State's ability to offer rail transportation across the Straits
of Mackinac.

Ferry service could very well complement the rail-truck inter-
modal ramp by providing a bulk break facility for western shippers.
Commodities such as lumber could be transported by rail to Cheboy-
gan where it could be transloaded to truck for local distribution
in northern Michigan.

In conclusion, it appears that cross-Straits rail ferry ser-
vice will impact on the feasibility of the proposed Cheboygan rail-
truck multimodal ramp. Certainly, current southbound rail users
would be forced to either re-route rail shipments or abandon rail
as a transportation mode without this connection. The rail-truck
multimodal facility would offer a viable alternative to these ship-
pers. The rail-truck multimodal facility would serve businesses
currently trucking across the Mackinac Bridge where commodities
could be transloaded from truck to rail. Existing rail users could

also take advantage of the facility providing rail to truck trans-

loading for regional distribution. Finally, it cannot be over-
looked that discontinuing the rail ferry across the Straits of
Mackinac would result in the loss of a historically significant
transportation link between Michigan's two peninsulas. The pro-
posed rail-truck intermodal facility would do much to strengthen
this important connection.
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The Bulk Break Conéept

Another important element to be seriously considered in deter-
mining the feasibility of the rail-truck multimodal ramp is the
concept of the bulk break facility. This term refers to the trend
within the railroad industry where two or more small shippers from
the same vicinity join together to fill one rail boxcar with dif-
ferent commodities that are destined for the same general location.
This cooperative effort results in each shipper paying his pro-
portionate share of the freight charges on a full boxcar rather than
paying the less-than-carload (LCL) rate individually. This concept
is being embraced by numerous railroad companies that view this
approach as a viable means of competing with the trucking industry.

The Detroit and Mackinac Railway Company, the rail carrier
serving the Cheboygan area, has expressed a willingness to work with
the smaller shippers in an effort to reduce their transportation
costs. If the proposed rail-truck multimodal ramp were constructed
in the Cheboygan area, the D&M could expand their marketing effort
to provide this type of transportation service to businesses with
small shipping volumes which now are heavily dependent on local
trucking firms as their only method of shipment.

It ig important to note that such a service could not be of-
fered without the bulk break facility existing. The multimodal
ramp would provide that function and is therefore essential for
initiating such a marketing effort.

TN ey W A 0 0 e I A )

RN T W N O T M T O O T T A A O B
iTIl_i'l!"Il'l'!!!!!!lIJIIIIIIIIIIIlllllll

it IR T T I T A T O A O T O O O 0 P A AT T S T O M
IIll'llll!ll!!ILlIliIrﬂTii[lllIlllllllIl

L

PO T I U O T I

|

RN i

O RO T N T S N O A B 8 I
 EENEEEENN AN E D EEE
| e |

T T PO I I I O O B O
1lIJ_IIIIlIE!!!llllIIIIIIIIIIIIIILII

| B R B R R AR

T L e

L I

LIS N LA L U B B B R R R

R B I AL L

T rTrrr e rrr et T

™




RN O T OO O

TIE IR B8 o 1 S o [ 0 o iy o

! o0 E I o L
RN EE NN E RS EEE R E )
| e T o B2 B e e |

A (i D0 A T 1 0 i T W T ST M R O o A 0 VA T a1 I 18
Jr!ll[||llllli|i|||||||||!llIIII||||Illi|1||I|||||I|||1|l!|||||J|J_|||||]|ll|[||Il|l|]li|]|]I!!ll|l|][|||||1|

T T T s L O

{ B8 e et o I o P B e P o P R e o B o o b S R B i G BN B B R N R B B R R (e B R N e v I e P N B

L B

- thereby eliminating the need and expense of employing a full-time

Management of the Facility

The two most likely governmental entities that would be re-

I (0 L M e O O D 1

sponsible for the management of. the community operated rail-truck
multimodal“facility would be either the Cheboygan County Economic
Development Corporation or the City of Cheboygan. There are, how- ]
ever, a number of possible arrangements which these two entities
could pursue that would result in efficient management of the ramp ]
operation.

B T T B O

There would be little, if any, need for on-site supervision,

manager. Because the facility would be used on a part-time basis, ]
arrangements could be made with the Detroit and Mackinac Railway

Lt

or some other private concern to oversee the operation and adminis-j
ter any needed papef work generated by the use of the ramp. It is :
anticipated that a small users fee will be charged to off set main-]
tenance and overhead costs. Interest has been expressed by two prig
vate businesses in the Cheboygan area, both potential big users of

the facility, to contract for the overall management of the ramp.

Maintenance of the site, including snow removal during the
winter months and periodic grading of the access road and lot,

could be the responsibility of the City of Cheboygan's Department 1
of Public Works or the Cheboygan County Road Commission. Addi-
tional maintenance and security would be required should it be :
decided to provide a forklift truck on the premises for loading and ]
unloading, including the construction of a small storage building :
and overhead light. Tt is anticipated. at this time, however, to
have users of the facility provide their own loading/unloading

g O OO O O O

equipment or encourage the private sector to provide such equipment
on a rental basis.

TR 0

It appears very likely that the ownership and management of

this multimodal facility could be a joint public-private venture.
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It will be necessary to have local government involvement in order ]
to secure State or Federal funding assistance for the project. The]
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private sector will be the primary users of the facility and the
railroad which will service the ramp is a private carrier. The
local govefnmental entities do not have the capability, at this
time, to provide staff support toward the operation of the facil-
ity and the private sector has indicated they will accept this
responsibility. Additionally, the Detroit and Mackinac Railway
will know the shippers using the facility by arranging for the
delivery and pick-up of rail freight cars. This information could
easily be incorporated into a bookkeeping record specifically for
users of the facility without revealing unneeded data collected by

the railroad.
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Foreign Trade Zone

Another aspect of the rail-truck multimodal facility would
be the possibility of establishing a foreign trade zone in the
same location, primarily for Canadian shippers. A noncoastal
foreign trade zone is a facility or location that has been desig-
nated by the United States Government which will permit the im-
portation of foreign goods for processing, assembly, or fabri-
cating where they are not subject to customs duty. The goods
are taxed only after they leave the trade zone. It is important
to note that a foreign trade zone will not eliminate duty on goods
imported into the United States, it merely postpones duty on the
commodities.

This type of facility would allow a company to process its
goods in such a way as to obtain lower duties and/or lower frelaht
charges, particularly if it were used as a collecting point until
sufficient volume or tonnage had been accumulated to receive lower
shipping costs. Foreign trade zones may also be used to gain eco-
nomic benefits by exercising other options available to importers
and exporters in such a facility.

However, there are some disadvantages to a foreign trade
zone which should be carefully examined before a community decides
to pursue such a facility. The Cheboygan community would be re-
sponsible for the cost of staffing and pperating a trade zone,
estimated to be a minimum of $150,000 annually. Additionally,
a full-time Customs Officer would have to be employed and there ar
currently no federal funds available to help the community with
this cost. The filing period to become a designated foreign trade
zone would average between three to five years. Perhaps most sig-
nificantly, however, is the fact that less than 2% of all non-
coastal foreign trade zones in this nation are profitable opera-
tions to the community. Additionally, discussions with various
resource and business people in the Canadian Sault have reflected

a feeling of uncertainty as to what can and cannot be done in such
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a trade zone. Finally, and perhaps most significantly, is the fact
that 947 of the questionnaire respondents of the Canadian Sault
survey form indicated that they would have no use for a foreign
trade zone in northern lower Michigan. The general consensus ap-
pears to be that where there exists a lack of understanding or
uncertainty, the more conservative attitude among Canadian compa-
nies in relation to their American counterparts; is that they will
shy away from such things. This would be particularly so among

the smaller businesses that cannot afford the luxury of legal peo-
ple to advise them in such matters.
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The possibility of establishing a sub-office of the Sault Ste.
Marie Foreign Trade Zone does not appear to be a viable alterna-
tive to Cheboygan at this time, primarily because of the low use
which the facility would probably have. At this time, it would
appear that the establishment of a foreign trade zone in the Che-

boygan area would have limited potential and would most likely not
be feasible.
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One feasible alternative, however, to a foreign trade zone
would be a bonded warehouse. Such a facility would offer many
of the advantages of a foreign trade zone but would not have the
high costs associated with it. Tt is suggested that, if and when
a rail-truck multimodal facility is in place in the Cheboygan area,
the County Economic Development Corporation more closely exa-
mine the advantages and disadvantages of a bonded warehouse for
use by Canadian companies with U.S. markets for their goods.
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POTENTIAL FUNDING SQURCES

PR O I 0 O

There are several potential sources of funding for the rail-
truck multimodal facility. Perhaps the most likely source is the
State's Community Development Block Grant Program which will be
administered by the Michigan Department of Commerce. This is one
of the block grant programs recently turned back to the States by
President Reagan. Approximately $22 million, statewide, is avail-
able in fiscal year 1982 for economic development, housing and
public works projects, with emphasis on economic development and
job creation. Notices of Intent to apply are accepted at any time
during the year by the Office of Community Development, Michigan
Department of Commerce, and should include a brief description of
the project and its costs. Any municipality under 50,000 popula-
tion is eligible to apply for up to 100% grant funding under this
program, up to a maximum grant amount of $750,000.

Lol it
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The Urban Develdpment Action Grant Program (UDAG) administered
by the U.S. Department of Housing and Urban Development, could be
a potential source of funding assistance if the project would also
leverage other public and private funds. Applicants must meet mini- ]
mum standards of physical and economic distress as set by HUD guide- 1
lines (the City of Cheboygan has been determined to be UDAG eligible ]
by HUD). Application is made quarterly to the Regional HUD office

and approximately $150 million is available nationwide this fiscal
year.

The U.S. Department of Agriculture, Farmer's Home Administra-
tion, has Business and Industrial loans available on a limited

basis, but no new authorization has been made this year for the pro- 3

gram. Howeve;, FmHA has considerable loan authority carried over
from last year. Any amount can be borrowed to develop or finance
business and industry and to increase employment opportunities.
Loans are guaranteed up to 90%, and collateral and at least 10%
equity is required, There are no application deadlines and commu-
nities under 25,000 are given priority. Applicants may be a profit
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or non-profit cooperative, corporation, partnership, trust or other]

legal entity, or any political subdivision of a rural area.

T rrr ettt

Until two years ago, grant or loan funds could be obtained
for projects of this type from the U.S. Economic Development Ad-
ministration. The Reagan Administration, however, intends to
have the EDA terminated this fiscal year, to be replaced by enter-
prise zone proposals. It is too early to determine at this time
whether any enterprise zone legislation would include rural areas,
how many zones the program would initially designate, and whether

PO TN U B U AN U 0 Y O N N W U T U O W O O O 1

Cheboygan would qualify. It is also not anticipated that any grant]
funds would be available for economic development under the program
as it currently only proposes to allow various tax breaks and other:
financial incentives to businesses willing to locate in a zone.
However, there are many supporters of the EDA in Congress who are
urging that it be revived to make available more public works

grants. Alternative economic development grant programs are also

L f 0 a2 % b oaononoposroarrosy

being proposed in Congress at this time, any of which could have
funding available to establish the rail-truck multimodal facility.

The State of Michigan Legislature is reviewing a proposal to

(IS B I O

establish a $100 million Economic Development Fund. The fund wouldj
provide direct loans to small and medium sized businesses as well
as to public entities to support economic development projects.
While the Legislature has yet to take final action on the praposal,
it appears that an Economic Development Fund will be awvailable,
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will be administered by the Michigan Department of Commerce, and

that the rail-truck multimodal facility would fit the intent of
the fund.

The State Department of Commerce, Office of Economic Develop-
ment, expects to soon receive U.S. Small Business Administration
designation as a 503 Certified Development Company. In addition,
the Northeast Michigan Council of Gowvernments is making similar
application to SBA for this designation. A Certified Development
Company can package and make loans to small businesses which are
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100% SBA guaranteed. This program could be a source of assistance
if the private sector were to operate the facility.

The Michigan Department of Transportation has in the past made
loans and grants available for such projects through its Freight
Division under P.A. 51 of 1951.
problems of the State have reduced available assistance from MDOT.

Unfortunately, the current budget

This program could be a source of funding in the future as the
State's fiscal constraints are lessened.
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SUMMARY AND CONCLUSIONS

A review of all pertinent information collected for the pur-
pose of this study would indicate that a rail-truck multimodal
facility for the Cheboygan area is a feasible project and should
be pursued. The questionnaire results are indeed an important
factor to consider when determining this type of general finding,
but the surveys should not be overemphasized either. There are
several other significant considerations which must be taken into
account when drawing such a conclusion. Such factors include total
number of trucks crossing over the Mackinac Bridge, cross-Straits
ferry service, shippers known to have an interest in such a faci-
lity that did not respond to the questionnaire, the bulk break con-
cept,  and others.

TABLE 4

RANGE OF POTENTIAL RAIL CARLOADS
GENERATED BY CHEBOYGAN RAIL-TRUCK MULTIMODAL FACILITY

Low High Average
Questionnaire Respondents 186 498 342
Christmas Tree Shippers 110 150 130
Known Potentially Large
Shippers not Respond-
ing to Questionnaire 40 95 67
TOTAL: 336 743 254

The Table above provides an overall projection of the poten-
tial use of the facility over a period of time. The rail-truck
multimodal ramp should not be expected to generate 336 carloads
annually in the first two years of operation, but rather this es-
timate reflects a long-range figure which would be realized after
several years. The ''snowball" effect will most likely take place
as more shippers begin to realize cost savings, efficiency and

other advantages of using the factlity,
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It is also important to better understand the significance of
this facility to the total number of rail carloads currently being
generated by the Cheboygan Station. The Table below shows recent
annual shipments for Cheboygan. Based upon the projected maximum

capacity of the multimodal facility to accommodate 730 carloads per

year (2 railcars a day for 365 days), the ramp would only have ac-
counted for about 10% of all rail traffic originating from or des-
tined to the Cheboygan Station in 1981. This comparison indicates
the relative significance of the ramp on the overall shipping vol-

umes currently being experienced in Cheboygan.

" TABLE 5
ANNUAL CARLOADS GENERATED AT CHEBOYGAN STATION
1978-1981
Year Inbound Outbound Total
1978 1,910 Sl 5,625
1980 2,213 5,434 7,647
1981 1975 : 4,502 6,481

The study has also revealed that direct boxcar shipments would
be the predominant use of the facility and that the piggyback method

at this time, would have limited application. The Cheboygan ramp
could generate piggyback shipments because each shipper evaluates
different costs. The decision to ship via piggyback depends on a
number of varying criteria, including value of commodity, time of

delivery, cost of truck driver pay and benefits, distance to market,

availability and maintenance of truck tractor, and other variables.

Each potential piggyback shipper would have to be considered on a
case by case basis based upon the above criteria. Specific rates

could be quoted to individual shippers after information as to com-

modity, weight and destination is known. Therefore, the facility
should be designed and constructed to accommodate piggyback ship-

ments in order to accommodate this mode for shippers desiring this
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method and to provide an easy means of loading or unloading unusual

commodities such as heavy farm equipment which necessitate special

handling.

The most appropriate location for the facility would be the
Cheboygan area, with strong consideration given to the Ball Street
Site because of the cost of local street improvement necessary to

gain access to the site. Increased truck traffic and weight loads

over these local streets will require reconstruction for both Che-
boygan locations.” However, the Cheboygan County Economic Develop-
ment Corporation recommends the Cheboygan Industrial Park over the
Ball Street Site for the location of the facility. While this site
would require reconstruction of a ‘considerable stretch of Western
Ave., site conditions are better suited for accommodating shippers
and offers ample space for expansion for such improvements as stor-
age or bonded warehouses. Over the expected life of the facility,
the Industrial Park would be a much more preferable site, particu-
larly when considering future use of the rail-truck multimodal
facility. The Mackinaw City location, although appropriate, would
not be as ideally situated as the two Cheboygan sites. Mackinaw
City does not generate any rail.traffic of its own and is serviced
because of cross-Straits ferry service via the Chief Wawatam. A
multimodal ramp in this community would necessitate the Detroit and
Mackinac Railway to bring a locomotive up from Cheboygan. From a
practical point of view, particularly for Cheboygan based companies,
it is much more economical to have trucks bring commodities to
Cheboygan for transloading to rail because of better rail service
in that community. This would make the facility more efficient,
especially should the multimodal ramp generate more than two car-
loads on any given day because of required switching by the rail-

road.
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