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A. EXECUTIVE SUMMARY

Objective.

The overall purpose and objective of this research effort is to provide the Greater Louisville Logistics Network with information that will help guide development activities in making Louisville a highly competitive and attractive location because of its logistics infrastructure. 

The primary focus of this report is to document and compare the logistics infrastructure provided by the Louisville Metropolitan Statistical Area (MSA) with those of ten MSAs considered to be potential “competitors” to Louisville in attracting companies to the area.

In addition to logistics resources and services, the comparisons address educational programs offered in logistics, incentive program components, industry presence, tax structure, and logistics development programs.

Comparisons were made in ten areas that are considered relevant to logistics performance

· Transportation (truck, rail, air, water, intermodal)

· Warehousing and Foreign Trade Zones (FTZ)

· Third Party Service Providers (3PL)

· Information Technology

· Tax Structure

· Logistics Work Force

· Industry presence (logistics users)

· Educational programs

· Incentive programs

· Logistics network development programs

Approach.

Data and information for this report were compiled from current public and proprietary data sources, extensive literature searches, interviews with representatives from academic institutions, professional logistics organizations, logistics service providers, Logistics Network board members, and interviews with key members of the chambers of commerce for the ten competitor cities.

Findings.

The Louisville Metropolitan Statistical Area has 21,000 companies, representing 417,000 employees, an annual payroll of $10 billion, and annual revenue of $80 billion.  Primary users of logistics resources and services in the Transportation & Warehousing, Manufacturing, Wholesale, and Retail industries represent 38% of the companies, 47% of the employees, 56% of the payroll, and 81% of the revenue.  

Supporting this base of “logistics users” is an infrastructure of interstate highways, inland waterway system of ports and terminals, warehouses, airports, railroads, trucking resources, development programs, and a logistics related work force.

· The area is geographically central to major markets; 35% of population within 500 miles

· Three major interstate highways provide access to major markets and outer loops permit avoidance of inner city congestion


· Two public inland ports and forty-eight private terminals on the Ohio River provide access on the U.S. inland waterway system from the St. Lawrence Seaway to the Gulf of Mexico


· Three Class 1 railroads provide rail service; CSX, Norfolk Southern, and Canadian Pacific

· International airport provides connection to international and domestic gateways

· UPS World Air Hub and sorting facility

· Ninety-three million square feet of bulk distribution space

· Eight general purpose Foreign-Trade Zones  

· State-of-the-art telecommunication infrastructure

· Academic programs at major universities focused on logistics development

· Competitive logistics related tax structure


Louisville’s logistics infrastructure and supporting programs have several strengths and should be competitive in attracting new industries and companies.  However, when compared to the ten MSAs considered competitors, there are also opportunity areas where the Logistics Network can focus development programs and marketing efforts that could increase Louisville’s competitive position.  

The infrastructure of logistics resources and services was identified and compared against that of ten major MSAs identified as competitors of Louisville in supporting logistics users.  In making the MSA to MSA comparisons, it is important to keep in mind their size in relation to Louisville.

                                               MSA population in millions, 2001

· Chicago          8.27
•   Indianapolis     1.61       

· Atlanta           4.11 
•  Columbus         1.54
 

· St. Louis         2.60
•   Nashville         1.23

· Cleveland        2.25
•   Memphis         1.14       

· Kansas City     1.78
•   Louisville*        1.03
· Cincinnati       1.65
     *before merger

Louisville is competitive in several areas.

· Three major interstates and a complementary secondary road network provide access to major markets.  Thirty-five percent of the population is within same day truck service.

· One-half of major U.S. markets can be served by truck in less or equal transit time than competitors. 

· A shipper distributing to multiple cities could find the overall transportation cost to be less from Louisville than seven other origins when considering the combination of volume, rates, and distance.


· Three Class 1 railroads provide direct service to the east coast (CSX and NS) and connectivity to the west coast (Canadian Pacific).

· CSX provides service through Cincinnati, to west coast through Chicago, to the southwest through Memphis, and direct service to Nashville, Birmingham, and Montgomery.

· NS provides a more direct link to west coast through St. Louis.

· CP provides service to Chicago over CSX track. 


· Rail service has a price advantage of 20 to 30% over Memphis, Cleveland, and Atlanta to several east coast markets


· Second only to Memphis (3.4 million metric tons) as most active in airfreight volume with 1.5 million metric tons in 2002.  The UPS World Air Hub is the 6th largest air cargo facility in the U.S. and 11th in the world.


· Public and private inland waterway ports and terminals on the Ohio River handled 9.1 million tons of bulk cargo in 2001 to and from domestic and international markets 


· Lease cost per square foot for bulk distribution space is lowest of all competitors

· Utility costs are below the median for competitors

· 3rd largest number of general purpose FTZ acres


· Ranked 2nd with the highest percent of logistics employees

· Median wage rates for Transportation & Warehousing employees are the 6th lowest


· Logistics related tax rates are competitive with diesel fuel tax (2nd lowest), gas tax (3rd lowest), inventory tax (3rd lowest), and the lowest personal property tax 

· Repeal of the usage tax (sales) on the purchase or sale of trucks weighing more than 44,000 pounds and sales tax on parts for trucks goes into effect on October 1, 2003 (KY-HB293) making Kentucky more competitive with surrounding states


· Logistics education programs at the Certificate, Associate, Bachelor, or Master’s degree level are offered by the University of Louisville and Sullivan University.  Logistics courses are offered on-line through Sullivan University.

· Free logistics courses are offered through the Kentuckiana Dream program.


· Incentive programs are competitive with other MSAs. 


· Information technology infrastructure that offers a full range of Internet connection and data transmission services and bandwidth speeds for companies with all levels of complexity   

The following chart summarizes the ranked position of Louisville relative to the ten competitor MSAs.
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Louisville has opportunities to improve its competitive position.

By comparison with the competitor cities and when considering the trends in the logistics industry, there are opportunities for the Louisville MSA, through the GLI Logistics Network, to improve its competitive position as a logistics resource and service provider.

· Louisville has only one small rail intermodal terminal on 30 acres operated by Norfolk Southern railroad.  The terminal has insignificant capacity and is ranked 10th at 100,000 units per year.  Only Indianapolis has lower capacity.


· This effects shippers seeking to import/export through east coast ports

· Traffic to and from the west coast travels through Chicago
· In spite of longer transit times, intermodal transportation is increasing as a competitive alternative to truckload because of lower cost

· Rail intermodal volume increased 6 percent in Q-4-02


             “NS and UP are offering a new service that trims up to three days off transit times for
             intermodal shipments from eastern cities to … Mexico.  Instead of NS taking product through
             Chicago… we bring it through the Memphis gateway.”  Journal of Commerce, Aug. 13, 2002
· Louisville has rail access to east coast ports but rates from east coast markets to Cincinnati, Columbus, and Cleveland are more favorable.


· Louisville is ranked 11th in the number of transportation companies and has no major motor- carrier headquarters. 
 
The weight-distance and usage taxes applied to the trucking industry in Kentucky have contributed to this situation with motor carriers locating in neighboring states to avoid these taxes.  A Kentucky House Bill repealed the taxes in March 2003. 

· Louisville is ranked 10th among the competitor cities with poor road density, congestion, and safety by the annual Logistics Quotient Survey™.  Correcting this situation would make the area more attractive to ground transport users.

These deficiencies have been addressed.  The redesign of Spaghetti Junction and construction of two bridges connecting Kentucky with Indiana are planned.  However, these projects will not be completed for several years.

· Freight rates for individual less-than-truckload and truckload shipments are less from competitor city origins to major markets than from Louisville.  


An effort to lower the point-to-point rates could further improve the competitive position of 
      Louisville.  NEOTEC, the Northeast Ohio Trade and Economic Consortium, has formed an 
     alliance with a less-than-truckload freight group in Columbus, OH to obtain lower freight rates
      for its shipper members.


· With the exception of Dixie Warehouses and UPS Logistics, and minor presence of GENCO and USCO dedicated to specific clients, Louisville does not have the same depth of 3PL presence as some of the competitor cities.  


Suggested Action Areas.

(1) Airfreight and expedited ground transport. 

Louisville’s major logistics strength is the presence of the UPS World Air Hub and UPS Logistics.
This resource gives Louisville a competitive advantage with industries that utilize airfreight, parcel, 
and expedited ground transportation, including apparel retailers, electronics equipment and parts,
pharmaceutical manufacturers (bio-logistics), e-retailers.

A target list of specific companies within these industries should be identified, their supply chain
characteristics quantified, and the advantages of Louisville’s logistics resources marketed.

Examples.

Bio-logistics.

The concentration of healthcare and medical providers should be a leverage point for expanding bio-logistics opportunities.  A recent study of the supply chain for a major healthcare company concluded that 25% of purchasing activity is for drugs and almost 65% for medical/surgical supplies.   Thirty percent of medical/surgical supplies are distributed through wholesale distributors. 


Airlines.

The airline industry spends a tremendous amount of money distributing maintenance parts and
operating supplies from hundreds of suppliers to maintenance centers, regional parts depots, and terminals.  Economics in the industry have created the need to reduce operating cost.  Louisville’s central location and UPS presence with airfreight and expedited ground services should be marketed as a potential cost and service improvement.

(2) Rail and Intermodal terminals  

Determine the feasibility and implications of creating/expanding the presence of intermodal terminal capacity in Louisville.

Collaborate with the railroads to increase their use of Louisville as a competitive gateway to serve Mexico and east – west traffic flow.  SAFETEA federal legislation will increase funding for local governments to develop rail freight facilities.

There is interest and effort underway on the part of the railroads to improve service and collaboration with truck transportation service providers.

Question.  Could the use of Louisville as a rail gateway ease present congestion in Chicago?

(3) Inland waterway ports.

Louisville has two public, government supported inland waterway ports that, by comparison with competitors, have low inbound/outbound tonnage.  The advantages of shipping by inland waterway (competitive cost) should be quantified, examples prepared, and marketed to non-bulk commodity companies.  

Example.


Auto industry.


Automotive company assembly, fabrication, and powertrain plants are located in the Midwest
           with easy access to the inland waterway network.  Both truck and rail transport modes could
           benefit from expansion of the inland ports.

 Expansion of the inland waterway ports could be enhanced through collaboration with the expansion of rail intermodal terminals.

(4) Trucking companies.

Major out of state trucking companies are providing service to auto companies within the state.  Louisville’s proximity to auto parts suppliers and assembly plants make it a competitive location for consolidation/cross dock operations.   Establishing the presence of additional motor carriers through either terminal expansion or headquarter relocation should add value.

The recent repealing of the usage tax on truck and repair parts sales should make the area more competitive with neighboring states in locating trucking, truck repair, and parts companies.

(5) Collaboration with major organizations that influence use of logistics infrastructure

· Industrial Real Estate Brokers
· Third Party Logistics Service Providers (3PLs)
· State, local, and federal regulatory agencies
· Professional organizations of logistics service providers

(6) Target industries AND companies.

A list of target industries and companies should be developed that are compatible in their logistics needs with the logistics infrastructure strengths of the area.  Supply chain partner relationships, inbound material and outbound product flow patterns, and the utilization of logistics resources should be documented and incorporated in Logistics Network marketing material.   Sub-committees should be formed to develop relationships with each targeted industry.

B. LOGISTICS INFRASTRUCTURE

B.1.a. Transportation – Road.
Proximity to markets served is a major consideration for shippers.  An interstate highway system provides two-day access to well over 60 percent of the major domestic markets.  Interstates I-65, I-64, and I-71 permit ready access to major cities in all directions with a secondary road network providing convenient ingress and egress to the major interstate highways.  Outer loops (I-264 and I-265) allow a bypass around the downtown area and ready access to the interstates.  
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Similar interstate systems with outer loops are present in the competitor cities; Memphis is provided as an example.  Appendix A provides maps for the remaining metropolitan areas.
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Ground transportation service providers are summarized in Table T-1.   Louisville reports 156 truckload (TL) and 42 less-than-truckload (LTL) carriers serving both local and/or long-distance markets.  The major motor carriers provide direct service to all 48 contiguous states as well as Canada and Mexico.  

In addition, 174 trucking companies are classified as special carriers. These include refrigerated carriers, tankers, household goods movers, etc.  Other ground support services are provided by 45 Couriers/Messengers and 41 Freight Forwarder companies.  In total, the 372 motor carriers in the Louisville MSA generate $812 million in annual revenue, have a payroll of $196 million, and employ over 6,000.

While these numbers seems large, it should be noted that 93 percent of theses companies have less than 20 employees.  Across all 11 cities evaluated, the number of companies with less than 20 employees is 96 percent.  The number of trucking and support service companies in the Louisville area with more 20 employees is significantly reduced as is the case for all MSAs.
                      


  Louisville

             Remaining MSAs

Local


   54   to    8


1910   to    92


TL Long Distance

 118   to  13


3374   to  180


LTL Long Distance
  
   26   to    5


1267   to    55


Special 
          

  174   to   6


5047   to    38


Freight Services
                 86   to   2


3274   to    94
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Louisville rail rate advantage: 20 % less than competing rate

Louisville rail rate disadvantage: 20% greater than competing rate

* With the proliferation of contract rates since deregulation, few shipments move on tariff rates;on tariff rates;

 relationships among tariff rate do, however, provide a basis for comparison 

Origins

RAIL FREIGHT CHARGES INDEX* 

Louisville O-D Pairs = 100

As shown in Table T-2, Louisville is the “smallest” (ranked 11 of 11) in terms of number of companies, revenue generated, payroll, and employees, it ranks no. 2 behind Cleveland in productivity (revenue per employee) of $131,754.  The next highest city is Chicago with a productivity level of $118,235.   Louisville also has the lowest average wage rate of $15.29 per hour. 

The small number of trucking companies in the area has been attributed, in part, to Kentucky taxes.  The usage tax on truck purchases, truck parts and repairs and weight-distance tax placed Kentucky as the 5th highest tax state for the trucking industry.  Neighboring states do not have these taxes.    

Higher fuel prices, cost of capital, increased security measures, and steep insurance costs are all factors having an impact on the trucking industry.  Many of the smaller carriers could be facing bankruptcy further reducing carrier availability.
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Another measure of Louisville’s position relative to the other MSAs can be defined as the density of transportation and warehousing industry employees (service providers) to the number of manufacturing, wholesale, and retail industry employees (service users).  A lower ratio suggests a larger logistics workforce available to serve these industries. 

Under this definition Louisville ranks No. 2 with a 7.0:1 ratio behind Memphis with a ratio of 6.6:1.  In other words, each transportation & warehousing company employee supports 7 major logistics user employees. 
The cost for a truckload (TL) or less-than-truckload (LTL) shipment to a specific destination is another way of comparing the ‘attractiveness’ of a distribution location; at least in the eyes of a shipper.

[image: image6.png]


Twenty major population centers were selected as destination markets representing a market of 89 million.  The freight cost for a TL and LTL shipment was identified from each of the 11 origin cities.
Considering the size of each market, the geographical proximity (road miles) of each origin to the markets, and the individual rates for each lane provides a comparison for actual transportation cost.

The underlying assumption is that shipment volume to each market is equal to the percent of population each market is of the twenty MSA market sample. 
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In the following example (Table T-3), the rate per mile from Louisville to Denver and Atlanta is higher than from Indianapolis.  However, when the mileage and market size are considered, the total weighted transportation cost is less from Louisville.
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The same logic was applied comparing the ten competitor cities as origins shipping to the twenty sample markets.  The results, shown in Table T-4, rank Louisville as the 4th least expensive origin for TL transportation and the 3rd least expensive for LTL transportation cost.

The overall attractiveness of Louisville as an origin could be improved if the freight cost between specific Origin-Destination (O-D) cities could be reduced.    Comparing specific O-D pair rates (point-to-point freight rates) it is less expensive for a TL shipment from Chicago, Cleveland, and St. Louis than from Louisville.  In the case of a LTL shipment, it is less expensive to ship from all other origins.  In Tables T-5 and T-6, Louisville as the origin point was set as the base index of 100 and the remaining origins measured against that base.  
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For example, Cleveland’s Northeast Ohio Trade and Economic Consortium (NEOTEC) has established an alliance for its 200 shipper members with a less-than-truckload freight alliance organization in Columbus.  This permits the members to consolidate freight and obtain reduced shipping charges.

From a service standpoint, Tables T-7 and T-8 show Louisville is definitely competitive with a transit time capability to serve nine of the 20 markets in less or equal time than other origins for LTL shipments.  

With TL shipments, Louisville is also very competitive on transit times with the capability to deliver in the same or less days to eight of the destination markets.  Louisville is centrally located relative to major markets.  Thirty-five percent of the U.S. population is within 500 miles of the city and 70 percent is within 1,000 miles.
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A final observation on the ‘road’ element of the logistics infrastructure is taken from The Logistics Quotient™.  This is an annual survey conducted jointly by Expansion Management and Transportation & Distribution magazines.  The results compare ten infrastructure characteristics for the 328 MSAs in the U.S. 

Four of the categories focus on the road or highway infrastructure.

· Highway infrastructure and spending (miles of roadway per capita, percent of roads considered freeways, capital spending on highways)

· Road density, congestion, truck safety (vehicle density per capita, freeway density, traffic density per lane, truck related accidents).  Shown in chart as Road D/C/S. 
· Road conditions (assessment of physical condition) 

· Interstate highway access (number of interstate highways and secondary roads, loops serving the MSA. 
In three of the four categories, Louisville ranks close to the mid-point relative to the competing MSAs evaluated; road infrastructure (5th), road condition (6th), interstate highways (5th).  For the road
density, congestion, and truck safety category however, Louisville is next to last with a rank of 314 [image: image13.wmf]Cincinnati

Cincinnati

out of 328 MSAs.  See Table T-9.

This is a problem that has been recognized and addressed with the proposed reconfiguration of Spaghetti Junction and the building of two bridges providing access across the Ohio River.
B.1.b. Transportation – Rail.

The North American railroad system is a network of large railroads connecting all commercial centers of North America and over 500 smaller rail operators that serve more limited geographic areas.

After a twenty-year period of consolidation following the deregulation of the railroad industry, Burlington Northern Santa Fe (BNSF), CSX, Kansas City Southern (KCS), Norfolk Southern (NS), and Union Pacific (UP) remain as the major domestic rail carriers.  In addition, the two major Canadian railroads, Canadian National (CN) and Canadian Pacific (CP) connect Canada to the U.S. through a series of acquisitions.

BNSF and UP (and KCS on a more limited scope) operate primarily in the Western half of the US with the networks of CSX and NS blanketing the East.  Canadian National operates along a north-south axis through the center of the country.  There is significant speculation regarding the establishment of a transcontinental railroad(s) in the U.S.  The occurrence of another round of mergers is very likely, although, when is at issue.  Mergers offer rail users significant benefits.  The elimination of the need to interchange traffic at railroad connection points improves service.  Offsetting this, however, is the potential that competition would be diminished as well as the operating dislocations that occur during initial implementation.

Until recently, the quality of rail service in Mexico was poor.  The railroad network was owned and operated inefficiently by the Mexican government.  In the latter half of the 1990s, the Mexican government privatized the rail system through the establishment of three principal franchises. Through operating and infrastructure improvements made by their acquiring private interests, including U.S. railroads, the Mexican railroads have begun to attract business that previously had been controlled by motor carrier. 

Louisville is served by three Class I railroads; Canadian Pacific (CP), CSX, and Norfolk Southern (NS).   Both CSX and NS railroads provide Louisville with direct rail service to all markets east of the Mississippi River.  
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Source.  Proprietary Data Base, Mercator Transport Group
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Almost one-third of the volume handled is intermodal and automotive with the balance considered to be bulk transport product.                       
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Rail Service Providers for Terminals

Table W-1.  PORT TERMINAL OPERATING CHARACTERISTICS
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Percent by Commodity

Table W-2.  IMPORTANCE OF COMMODITY BY PORT

 CSX                                                                               NS
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 Table WH-1.   Real Estate Market by Primary MSA City

Average Expenses

Industrial Manufacturing and Distribution Space
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Size Group, 000s s.f.

Table WH-2.  SUMMARY OF BULK DISTRIBUTION FACILITIES BY SIZE GROUP
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Table T-1.  Number of Transportation Companies - Trucking

CSX provides Louisville with the less circuitous connection (1) to Cincinnati and forward to the Northeast; (2) to Chicago and west; (3) to Memphis and on to Louisiana and Texas; and (4) directly south to Nashville, Birmingham, and Montgomery.  

Canadian Pacific operates into Louisville over track owned by CSX.
 CP provides Louisville with a second efficient connection to Chicago. 

NS, on the other hand, provides a more direct link to the St Louis gateway, and a slightly better connection to the Southeast through Knoxville.  NS also operates an intermodal facility in Louisville.  (Intermodal transportation will be discussed later in this document).

In addition to CSX and NS, two smaller, “short-line” railroads serve Louisville: the Louisville & Indiana Railroad and the Paducah & Louisville Railway (PAL).  The former is a 106 mile railroad connecting Louisville with Indianapolis.  The PAL has 223 main line miles between Paducah and Louisville. 
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Table T-3.  TL AND LTL SHIPMENT COST COMPASIRON

TL

  Table R-1.

In Table R-1, freight rates from Louisville to many major markets are shown to be more favorable than competing metropolitan areas.  Louisville has an apparent rail price advantage over Memphis, Cleveland, and Atlanta to a number of markets east of the Mississippi River.  

Conversely, Louisville also finds itself at price disadvantage to other metropolitan areas in some markets: Indianapolis, Cincinnati, and Columbus.
Although contract rates typically apply to rail shipments, Table R-1 reveals the relative positioning of competing urban areas in terms of the price of rail transportation.
B.1.c. Transportation – Rail Intermodal.

Unlike its primary competitor, the motor carrier, the market reach of a railroad is constrained by its physical network, i.e. where the tracks are.  While many shippers are located on rail lines, others are not.  Consequently, for railroads to participate in the transportation of the latter’s products, it requires a network of terminals to (or from) which a shipper can deliver its product by truck for subsequent shipment by rail.

In addition to increasing the railroads’ market penetration, terminals common to a number of shippers reduce their fixed costs and are shared by all users.  In developing their network of facilities, railroads have developed their own facilities as well as relied upon third parties.  
In recent years, intermodal traffic has become more important to the railroad industry.  Investment in intermodal facilities and intermodal equipment, along with improvements in operations have enhanced service such that intermodal transportation is a competitive alternative to truck transportation, particularly in corridors greater than 800 miles.  The railroads have even established alliances with over the road trucking companies to transport trailers and containers by rail between major metropolitan terminals for local distribution by the trucking company.  

At one time Louisville had two intermodal terminals, one operated by CSX and a second operated by NS.  Today only the NS terminal is in operation as CSX elected to consolidate the region’s operations with the operations in southern Ohio at Cincinnati in a cost reduction effort. 

Table R-2 shows the greatest concentration of intermodal facilities to be in the metropolitan Chicago area.  Chicago has evolved as the rail intermodal hub as it has historically been the major junction point among the eastern and western railroads.  
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Table T-4.  SHIPMENT COST COMPARISON: TL vs LTL BY MSA

Louisville has insignificant intermodal terminal capacity. Other than Indianapolis, it has the least intermodal capacity among the competing cities.  The limited intermodal capacity of Louisville primarily affects shippers that are seeking to import or export products through Atlantic Coast ports.  Traffic to (and from) the west typically travels over the highway to Chicago.  This adds cost, increases total transit time, and requires additional handling.
As a major junction point, Chicago suffers from inadequate connectivity among the railroads and significant congestion.  Consequently, trucking the shipment to a western railroad’s intermodal terminal is preferred to putting the trailer or container on a train in Louisville. 

Louisville has limited direct intermodal services to the identified destinations.  With a six-hour truck trip to Chicago, Louisville has efficient access to all major metropolitan areas west of the Mississippi River. 
Although Louisville has rail access to the East Coast port network and a gateway from Europe, other locations fare better.  Shipments to Cincinnati, Columbus, and Cleveland have more favorable schedules from the east coast.  Refer to Table R-3.

Service is a major consideration for shippers when considering intermodal as an alternative.  Transit time and consistency in on-time delivery are important factors.  Truck transport must still be used on both ends of the intermodal (rail) portion of the shipping cycle.  Rail carriers are improving their performance as well as relationships with their truck counterparts to provide competitive service to the shipper community.  
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Table T-5.  TL FREIGHT CHARGES INDEX 

Louisville O-D Pairs = 100

                  Table R-3

The number, location, and capacity of intermodal terminals with a skilled workforce to handle container load/unload efficiently are important elements.

Trends in the rail industry favor Louisville, however, they may not provide it with any distinct advantage over other logistics centers. 

One trend is that the rail industry continues to focus on improving service.  A major initiative that will benefit Louisville is the infrastructure and service improvement program in Chicago.  When fully implemented, rail traffic will more fluidly move between the western and eastern regions of the country. 

A second trend is the railroad industry’s focus on improving service to Mexico’s markets.  KCS recently announced the proposed formation of the NAFTA railroad, a consolidation of itself, the 

Tex Mex Railroad, and TFM of Mexico. 

The railroad industry is also developing plans to provide intermodal service in short haul corridors.  Typically, intermodal service is unprofitable for trips of less than 500 to 800 miles and has abdicated that market to trucks.  The industry recognizes the significant business that moves in the shorter corridors. 

The railroad industry has begun to become open to public-private partnerships for infrastructure development.  With the proposed SAFETEA legislation, increased federal funding would become available for local governments to develop rail freight facilities. 
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Table T-6.  LTL FREIGHT CHARGE INDEX 
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Louisville O-D Pairs = 100
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2

2
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3
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3

3

LTL Shipment defined as 500lb, Class 100, 1 pc, PPD

Source, Yellow Freight, April 2003

Transit time shorter than ex-Louisville

Origins

Table T-7.  LTL SERVICE DAYS 

In general terms, the industry trend is toward an increasing interest in shifting from TL to Intermodal shipments for those carriers not dependent on “just-in-time” delivery.  The volume of both domestic and international containers grew by 8+% from 2001 to 2002 (Table R-4). Although the intermodal mode is slower than TL, it offers the shipper lower cost. 

B.1.d. Transportation – Runway.  
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Table T-8.  TL SERVICE DAYS

SD = Same Day

, 

ND = Next Day

, 

2D = Second Day

, 

3D = Third Day

, etc.

Louisville International Airport is served by twelve major airlines and their express regional carriers, including Southwest Airlines, that provide over 100 flights daily to major U.S. cities.  A comparison is shown in Table A-1 for major cities.  In 2002 the airport handled 3.5 million passengers and, including UPS volume, 1.5 million metric tons of revenue cargo.   In terms of daily passenger flights the Louisville airport is relatively small and ranks No. 11 among the competitor city facilities.  

All the MSA cities in the comparison group provide domestic and international passenger and cargo service to varying degrees.  Louisville, Cleveland, Columbus, Indianapolis, Kansas City, Memphis, and Nashville are considered medium size air traffic hubs by Certified Air Carriers.   

The carriers serving these airports provide connecting service to major hubs such as Atlanta, Chicago, Cincinnati, and St. Louis that extends access to the international marketplace.  With the restructuring taking place in the airline industry, this is a trend that will likely increase in importance in the years ahead.  Republic Airlines, a regional carrier for US Airways, has recently expanded its operation and will relocate to Louisville from Indianapolis further strengthening Louisville’s place in the regional market.    

Companies in the industry groups considered users of air as a transport mode are, for the most part, shipping either time-sensitive freight or have products that are of high value and relatively small in weight and cube including aircraft maintenance parts, pharmaceuticals, perishables, electronics, e-commerce distribution, and small parcels.  Major retail apparel companies often ship their time-sensitive merchandise by air directly from off-shore suppliers to retail distribution centers in the U.S. where specific orders are picked, packed and shipped via truck to their retail stores.  E-commerce distributors tend to gravitate to locations with major airports with supporting ground transportation.  

A large portion of airfreight has historically shipped in the belly of wide-body passenger jet aircraft.  These aircraft are generally used for international or long distance domestic flights which puts regional airports at a disadvantage since the aircraft used are small passenger and/or narrow-body.    
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Trucking Companies

Table T-2.  COMPARISON OF TRUCKING INDUSTRY BY MSA

Louisville is the home of the UPS international sorting hub.  It handles 1.5 million metric tons of cargo annually and is the 6th largest air cargo facility in the United States and the 11th largest in the world.  UPS offers next-day air service to more than 200 domestic and international markets for parcel and air cargo.  The UPS Supply Chain Solutions already serves time-sensitive and air-friendly products from the Louisville hub.  This puts Louisville in a strong competitive position for industries/companies with time-sensitive delivery constraints and transport cost considerations.  
Memphis has significant additional volume over Louisville primarily because of the FedEx contract with the United States Postal Service.  Operating characteristics for each airport are summarized in Figure A-3.
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Capacity (000s of Units per Year)

Table R-2.  RAILROAD INTERMODAL TERMINALS BY MSA

Number of Terminals by Service Provider

Acres
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In evaluating air service, the Logistics Quotient™ Survey applied different weight to several factors including major carrier service, passenger and freight volume, and the presence of cargo terminals.  The results rank Louisville No. 6 among our MSA comparison group and 18th among the 328 MSAs in the total survey.

When it comes to evaluating the logistics infrastructure for its relevance to those shippers who use airfreight, airport cargo capacity cannot be considered by itself.  If shippers are not immediately adjacent to the air terminal, movements must be shipped via truck to and from the major airfreight line haul.  Truck transport capability is an integral part of the supply chain for air shippers.

The trend in the industry is toward air cargo service working in conjunction with expedited trucking services to destinations within a 500 mile radius of the shipper’s distribution point.  This combination provides a cost advantage to the shipper while satisfying their deliverytime constraints.

Several of the competitor cities have taken steps to support this trend.

· Kansas City International airport has created an intermodal terminal with a 40 door cross-dock regional trucking hub for a major ground express courier (Forward Air).


· The Nashville airport is adding a new 25,000 square foot cargo facility and international flights with China Airlines.  The facility will also support the projected growth of an expedited LTL carrier.


· The Memphis airport is expanding its capacity to handle “super jumbo” air freighters


· The Cincinnati/Northern Kentucky airport is already a major hub for Delta Airlines and DHL.  It just opened a new runway to accommodate projected growth.


· Chicago O’Hare recently opened a new cargo facility with 300,000 square feet of ramp space and 264,000 of warehouse space.  Chicago is a major hub for both United and American Airlines.


· Louisville’s UPS hub opened its new air sorting facility and extended runway capacity to handle non-stop service to Asian markets.


Several of these expansions in infrastructure are taking place in spite of recent downturns in air cargo volume.

B.1.e. Transportation – River.

The Inland Waterway System in the mid-west consists of the St. Lawrence Seaway, the five Great Lakes, and ten major rivers.  The St. Lawrence Seaway provides imports from the Atlantic Ocean access to major inland ports on the Great Lakes.  These ports in turn provide access to major ports on the inland river system.  Major ports on the Gulf of Mexico provide equal access through such ports as New Orleans. The system also works in reverse permitting domestic commodities to move by barge throughout the U.S. and to international gateways to foreign ports. 
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Table R-4.  INTERMODAL ACTIVITY
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Table A-1.  NUMBER OF DAILY FLIGHTS BY MAJOR AIRLINE

Airport


Louisville MSA has two main public port centers and forty-eight private terminals on the Ohio River; Clark Maritime Center  (Jeffersonville, IN) and Jefferson Riverport International (Exhibit W-1).  Both provide port terminal services to a variety of public and private tenants.  The ports are generally ice free throughout the year, have foreign-trade zones, and serve as intermodal gateways that connect Louisville with inland ports from the St. Lawrence Seaway to the Gulf of Mexico.  
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Table A-2.  AIRPORT IMPORTANCE BY MSA

Airport Hub


In 2001, the Louisville ports handled 9.1 million tons of commodities with the majority being petroleum and crude materials (scrap metal, aggregate, etc.).  They have the equipment and capacity to handle heavy lifts as well as inside and outside storage capacity for bulk material.  Rail service to port terminals is provided by CSX and/or NS railroads and interstates are readily accessible.  
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Figure A-3.  SUMMARY OF AIRPORT OPERATING CHARACTERISTICS

.  

The Louisville port complex consists of two major public ports, Clark Maritime Center and Jefferson Riverport and forty-eight private terminals.  Annual domestic and international volume handled by these facilities is 2.1 million tons; Clark Maritime (1.8) and Jefferson Riverport (0.3).  The balance of the Louisville tonnage (7.0 million tons) is handled through private terminals. By comparison with the other major ports, Louisville ranks No. 5 of 7 in total tonnage for 2001 (Table W-1).

Rail service is critical to much of the inland waterway system.  All the ports have rail service to some if not all of the terminal tenants (public or private).  This is especially important for Cleveland since its port does not have direct access to the river system.  The Allegheny and Monongahela Rivers start at the Port of Pittsburgh. While Louisville’s Clark Maritime Center is served only by the CSX, the Jefferson Riverport facility has terminals served by both the CSX and NS railroads as well as a regional railroad.  Fourteen of the terminals at these two ports have no rail service.
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Table A-4.  LOGISTICS QUOTIENT SURVEY METRO RANKS - AIR

City Rank:  Lowest Quotient = 1 and Highest = 11 

Commodities handled at these ports are generally in a bulk form and include coal, bulk liquids (petroleum and oil products), crude material (aggregate, scrap metal, etc.), farm and food products (grain), chemicals, and manufactured goods.  The mix of products is also reasonably consistent across the major inland ports as shown in Table W-2. 

The above chart provides insight into the highest volume commodities handled by four major inland ports. 

· Louisville

Petroleum and Crude Material


69%

· St. Louis

Coal and Food & Farm (grain)


65%

· Cincinnati

Coal and Crude Material


49%
(The remaining 51% is evenly distributed among all other commodities)

· Memphis

Petroleum and Food & Farm (grain)

53%

To provide a basis of comparison, refer to the following maps (additional maps are provided in Appendix B).  They identify the location of terminals and highlight the expanse of river area covered for four of the major inland ports.  While terminals at Cleveland and Cincinnati are rather dispersed, those for Memphis, St. Louis, and Louisville are fairly concentrated.  
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Delivery cycle time is a major consideration in shipping by barge.   Speed and the series of locks and dams on the waterway system increase the total delivery cycle time.  A potential trade-off is the overall reduction in transportation rates.  Weather is always an issue on the waterway system.  Northern ports on the St. Lawrence Seaway and Great Lakes have limited service during winter months.  The inland ports are, for the most part, not affected and can provide year-round service.  

B.2. Warehousing.

Louisville has an industrial real estate base of approximately 95 million square feet consisting of bulk distribution space, including occupied manufacturing and distribution space, a portion of which periodically is available for lease.  Market size data includes office space of approximately 18 million square feet.  Bulk distribution space is typical Class A distribution space. See Table WH-1.
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In terms of total market size, Louisville is ranked last.  In bulk distribution space it has a higher volume than most other cities for which data was available.  Louisville’s volume does include square footage defined as “occasionally available” of 40 million square feet.

Louisville has the lowest lease cost per square foot (s.f.) for bulk distribution space greater than  100,000 square feet at $2.70.  Several other comparison factors put Louisville in a very competitive position for the bulk distribution market.




Attribute


Relative to Median



Purchase price per s.f.



above


Land cost




below


Property tax rate



below


Insurance rates




  at



Gas Utilities




below


Electric Utilities




below


Vacancy Rate*




above


Lease Cost per s.f.



below
*Note: Vacancy rate for the bulk distribution space was 19 percent at the end of Q1 2003 but is projected to be at 27 percent by end of 2003.
Major manufacturers, distributors, mass merchandisers (retail), public warehouse, and 3PL operations are generally “big box” (500,000+ square feet) users of Class A bulk distribution facilities.   A summary of public warehouses by MSA is provided in Appendix C. 
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To provide a basis of comparison, consider the following summary in Table WH-2, of the number of public warehousing companies, including 3PLs, offering distribution space by size group.  These data do not include space occupied and operated by private manufacturers or distributors.

Since a large portion of manufacturers receive material by rail and make outbound shipments by truck, access to major rail carriers and interstate highways are important considerations for warehouse location.

The following maps identify the location of a few selected Class A bulk distribution warehouse sites relative to the interstate highway system for Louisville and Indianapolis.  Louisville has facilities within the outer loop while the facilities in Indianapolis are, for the most part, outside.  Outlying areas tend to be less expensive and less congested while still providing easy access to interstates.  Recent development of bulk distribution space has been southeast of Louisville (Jefferson Riverport Terminal) and Bullitt County. 
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B.3. Foreign-Trade Zones.

Foreign-Trade Zones (FTZs) are an extension of warehousing resources with special incentives available to import/export shippers.

By definition, a Foreign-Trade Zone is a geographical area adjacent to or within a U.S. Customs Port of Entry and is considered to be outside the Customs Territory of the U.S.  These areas are either General Purpose Zones or Sub-zones designated for a specific operator.  Businesses that import parts, material, or products into a FTZ, manufacture products within a FTZ, and export from a FTZ or transfer between FTZs pay no or reduced tariffs/duties on the goods involved. 

The Louisville Metro Area offers the two General Purpose Foreign-Trade Zones with nine sites covering 7,200 acres and two active Sub-zones on 1,000 acres identified in Table WH-3. 
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Table WH-4 shows that Louisville ranks No. 3 among the competitor areas with the largest number of General Purpose acres.
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B.4. Third Party Service Providers  (3PLS).

Annual expenditures for 3PL services have grown steadily from $30.8 billion in 1996 to $65.0 billion in 2002.  Armstrong & Associates estimates that “third-party logistics providers of U.S. public and contract warehousing space occupy 485 million of the estimated 650 million total square feet and accounted for $13 billion…in revenue.” (Journal of Commerce, April 28,2003)  
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The use of 3PLs is dominated by domestic transportation management and international operations.  See Table WH-5.  In 2001 these service areas accounted for 55% of gross 3PL revenue.  Value added warehouse services have the largest growth rate of 13% followed by international operations at 7.5%.

Logistics users in the manufacturing, wholesale and retail distributor industries spent fifty three percent of their logistics budget on outsourced transportation and warehousing services in 2002.  

An annual survey by Armstrong & Associates identifies the top 100 3PL public and commercial warehouse service providers based on several criteria including size, revenue, and employees.  Table WH-6 identifies the size (000s square feet) and presence of these 3PLs in the eleven MSAs.  
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In addition to the entries on Armstrong’s list, Louisville has two major members of the 3PL industry in Dixie Warehouses with 2 million square feet and UPS Supply Chain Solutions with approximately 2.5 million square feet.
Although two of the companies have a presence in the Louisville area, their presence is low as compared to the other areas with the exception of Cincinnati and Cleveland.  The “Other space” in Table WH-6 includes commercial and small, local warehouse companies.  There are advantages to the larger asset-based 3PLs.  They have facilities in multiple cities, manage “big box” facilities (500,000+ square feet), have large investments in IT infrastructure, and provide a wide range of services well beyond warehousing.   

Outsourcing grew by 12 percent from 2001 to 2002 and, in-spite of the present economy, is expected to continue its growth in coming years.  In support of this growth, the International Warehouse Logistics Association (IWLA) annual Business Outlook* survey found that 66 percent of its members are experiencing business growth and that 60 percent plan to hire employees in 2003.   The IWLA membership consists primarily of large 3PLs.  

B. 5. Information Technology (Routers).

The processing and exchange of information has become a major part of the way logistics industry conducts business.  Both users and service providers use information technology (IT) to interface with their business partners.  

Typical applications include communication between manufacturers, suppliers, and customers for the entering and processing of orders, tracking and tracing shipments, managing inventory, planning and scheduling delivery routes, communication with multiple locations, brokering shipments with carriers.
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In 1998, the volume of purchase orders for goods and services handled electronically was only 17%.  Refer to Table IT-1.  By 2001, that volume had doubled and by 2005 it is projected to more than double again to 81%.  Customer orders entered electronically will more than double from 30% in 1998 to 69% in 2005.

To improve logistics performance there must be open communication between logistics users and their key accounts (customers and suppliers).  Establishing these electronic communication links has grown from 18% of transactions in 1998 to 30% in 2001 and is projected to be 75% by 2005.  The Internet is primarily responsible for all of this electronic communication.

The communication of production schedules, shipment releases, inventory status, scheduled receipts, etc., shortens cycle time, increases productivity, reduces operating cost, and improves accuracy.  Electronically connecting supply chain partners has grown from zero transactions in 1998 to an estimated 62% in 2005.  The Internet will account 69% of these transactions.
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Kentucky businesses are following the same trend in the areas of application for electronic communication.  A current project funded by the Kentucky Office for the New Economy called “connectkentucky” is addressing the ability of Kentucky business to use information technology.   Areas of application shown in Table IT-2 are compatible with those of the logistics industry in general, neighboring areas (Ohio), and the U.S. as a whole.  

In order to be effective, the processing and exchange of this information requires a media or information infrastructure that can handle large amounts of data quickly, efficiently, reliably, and with a high level of security.  These needs vary by industry and company size and a variety of IT service providers are available to satisfy the different levels of need.

Small companies with few transactions, a local base of operation, and with few supply chain partners are generally users of basic Internet services providers with dial-up, cable modem, broadband, or DSL services.

Network services with more capacity and higher bandwidth speed such as T1/DS1 and T3/DS3 lines are suited to small or mid-size companies with high transaction volume and multiple partners.

Large companies with multiple partners, several locations, and/or a large number of transactions require more sophisticated IT infrastructure services.  Optical fiber (SONET) with various bandwidth speed are available for this group of customers.  In many cases, large companies have their own internal systems and will contract with a managed IT service to provide an interface.

Size of a business is a significant factor in determining the level of network technology sophistication required.  In Kentucky only 6.6% of the business have over 100 employees.  Within this group almost 75% use the T1/Direct access media.

Kentucky has developed the “Kentucky Information Highway (KIH)”, a public/private partnership with state government and local exchange carriers.  The KIH is a 99% digital network that provides for high- speed, high-capacity voice, data, and video images integrating fiber optic, wireless radio, digital microwave, and satellite technologies into a sophisticated communications and information network. 

Kentucky, and the Louisville area, are served by three major interstate fiber-optic networks.  Bandwidth services and equipment available include ATM switches, DSL service, ISDN, T1, DS1, DS3 and OC48 (optical fiber with bandwidth speed of 2.488 gigabits per second), broadband Internet service connection through DSL, cable modem, ISDN, T1, DS3, fiber and wireless access.  Of the four cities identified in Table IT-3, for which data is available, Louisville has the lowest connectivity capacity with a bandwidth of 60,379 Mbps (million bits per second) and is connected to the least number of cities at 30.  
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As the level of service increases, so does the cost.  These costs or price points normally include connect charges, equipment (when needed), installation, maintenance, labor, lease fees.  Costs range from $90 to $400 per month for DSL service, depending on bandwidth speed, to $100,000+ per month for OC48 service.  

Network technology cost is a major consideration.  As Table IT-4 shows, 29% of Kentucky companies not using network technology consider the services to be too expensive. 
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The growth of information technology and its importance to the logistics industry is evidenced by the shift in what logistics professionals consider to be the most important factors affecting growth and development in the next ten years.  In 2000, 34% percent of professionals considered e-business/e-commerce to have a major impact.  In 2001, this dropped to 13%.  Information technology was considered important by only 6% in 2000 but increased 3 times to 19% in 2001.

B. 6. Tax Structure.

Business-related taxes can play an important role in determining where to geographically locate a logistics-related resource or service.

Sales and use tax, the cost for unemployment insurance for employees, corporate income tax, personal property, inventory, and fuel tax rates may be considered a core representation of these variables.
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Table WH-3.   FOREIGN-TRADE ZONES  

From the comparison made to the other major MSAs in Table TX-1, Louisville is shown to be very competitive.  Contributing to this competitive position is the repealing of the weight-distance and usage taxes affecting the trucking industry.   The taxes were repealed in April 2003. 

In most categories, Louisville is at or slightly below the median tax rates.  Taxes on business inventory of $0.15 per $100 place Louisville 3rd behind St. Louis and Memphis.  Diesel fuel tax per gallon is important to the transportation industry sector and Louisville has the lowest rate after Atlanta.   

C. WORK FORCE
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Table WH-4.   FOREIGN-TRADE ZONES

The total employed labor force in the Louisville MSA is approximately 540,000.  Of that total, 24,700 are reported as employed by companies in the Transportation and Warehousing Sub-Sector. However, specific elements of this Sub-Sector are more directly related to logistics activity associated with the manufacturing, retail, and wholesale industries than others.

Additional elements, although included in the Sub-Sector total, are not reported separately.  The major elements included are truckload (TL), less-than-truckload (LTL), and specialized carriers at a local and long distance level, couriers & messengers (local delivery of parcels), freight transportation arrangement (freight forwarding and arrangement of transportation for freight and cargo), and warehousing and storage.  Refer to Table WF-1 for details.

Sub-Sector elements were excluded because (1) not considered relevant or (2) data not reported.  These included air transportation, rail, water, transit and ground passenger transportation (buses, taxis, school buses), scenic and sightseeing, dump truck companies.    

After these adjustments, the logistics-related work force totals 15,300 paid employees or only 2.8 percent of the total labor force in the Louisville MSA.
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Table WH-5.  3PL INDUSTRY SIZE AND GROWTH BY PROVIDER

 

Note:  Paid employees in the Courier companies for the Louisville MSA are not reported except as a range.  The mid-point of this range was used in the analysis. Courier data are estimates based on relationships with other MSAs.           

Of this total, 41% are employed by TL, LTL, or specialized freight transportation companies.  Fifty-four percent are employed by transportation support companies (freight forwarders or arrangers of cargo shipments), and 6 percent employed by warehousing and storage companies.  Summaries for other [image: image58.wmf]Top 100 3PL List
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2,128

Saddle Creek

1,518

Standard Corp.

700

Transmanagement

1,000

USCO

216

296

175

312

1,240

Wagner

5,406

Total s.f.

429

6,631

14,251

0

0

7,573

2,021

9,525

7,868

7,975

1,000

Other Space

3,476

5,006

11,509

4,668

6,963

1,636

4,838

2,301

6,280

5,556

6,168

TOTAL

3,905

11,637

25,760

4,668

6,963

9,209

6,859

11,826

14,148

13,531

7,168

Source.  Inbound Logistics, Armstrong & Associates, 2002

Table WH-6.  PRESENCE OF TOP 100 3PL PROVIDERS BY MSA

MSAs are provided in Appendix D.

The previous analysis has looked at the work force from the position of employees of logistics companies.  Another way to consider the size and composition is in terms of employees performing logistics-related work regardless of the company, e.g., a warehouse person employed by a manufacturing company.  When viewed this way, the work force increases to 45,200 with the split in work performed shifting to more of a job category within the Transportation and Material Moving occupations defined by the Bureau of Labor Statistics (BLS) and Occupational Employment Statistics (OES).

[image: image59.wmf]Type of Transactions

1998

2001

2005e

1998

2005e

Purchase Orders

17%

35%

81%

12%

44%

Customer Orders

30

40

69

7

45

Connection w/ Key Accounts

18

30

75

100

100

Transactions w/ Logistics Partners**

0

35

62

0

69

* Other media include EDI and Industry Alliances

** Public Warehouse partners

Source. Ohio State University, Survey of Career Patterns in Logistics, 2000-2001

Percent Electronic Transactions

Percent Internet Use*

Table IT-1.  GROWTH OF ELECTRONIC COMMUNICATIONS IN LOGISTICS INDUSTRY
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Application

Purchasing

30%

31%

31%

Customer Service

21

22

20

Accept Orders

18

21

17

Shipment Tracking

14

14

15

Inventory Tracking

7

8

9

Source. Center for Information Technology Enterprise, "connectkentucky",

          James Graham, Director, iTRC, University of Louisville

Note: Percents are estimated from graphs

Table IT-2.  APPLICATIONS FOR ELECTRONIC COMMUNICATION

In terms of the number of employees summarized in Table WF-2, Louisville has the fewest in both total labor force and logistics employees of the eleven cities evaluated.  However, these numbers are misleading.  As a percent of the total labor force, Louisville ranks No. 2 with 9.1 percent behind only Memphis, which has a higher concentration at 12.7 percent. 

D. INDUSTRY PROFILES

An understanding of the mix of industries is important in determining the relative importance of logistics resources and services.    
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Louisville

Atlanta

Chicago

Cincinnati
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Columbus

Indianapolis
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Memphis

Nashville

St. Louis

City Connections

30

43

176

57

Total Mbps

60,379

76,114

336,214

103,090

Source. Center for Information Technology Enterprise, June 2002

Table IT-3.  CONNECTIVITY LEVELS BY MAJOR CITY ( 000s Mbps)
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57%
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Too Expensive
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8
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23
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Source. Center for Information Technology Enterprise, "connectkentucky"

Note: Percents are estimated from graphs

Table IT-4.  REASONS FOR NOT USING NETWORK TECHNOLOGY

Manufacturing and Wholesale are the two largest industries in the Louisville MSA and generate 64 percent of reported annual revenue.  Manufacturing revenue exceeds that of Wholesale by a factor of 2:1 but as Table IP-1 and Charts IP-2 and 3 show, the relationship between the two industries varies by MSA.  In all cities except Cleveland, the Wholesale industry is larger than Manufacturing.  Refer to Appendix E for details by MSA.

                                                                                             Table IP-1.

       Source. 1997 Economic Census

Although the priority shifts, the Manufacturing and Wholesale industries are also the major industries for the competitor cities. 
                                                                                    Chart IP-2
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Corporate 

Personal

MSA City

Sales and Use

 Insurance

Income Tax

Property

Inventory

Diesel

Gas

per $100

FFE or ME/$100

Atlanta

5 - 7%

2.70%

6%

$14.52/1000 (a)

$14.52/1000 (a)

$0.075

$0.075

Chicago

8.75%

$0.223

$0.198

Cincinnati

5 - 6.25%

2.7 - 3.6 %

5.1-8.5%

$4.67

$0.23

$0.220

$0.220

Cleveland

6.5 - 7%

2.7 - 3.6 %

5.1-8.5%

25%

$0.25

$0.220

$0.220

Columbus

5 - 6.25%

2.7 - 3.6 %

5.1-8.5%

$5.34

$0.34

$0.220

$0.220

Indianapolis

5 - 6%

2.70%

3.4%

$3.54

$0.17

$0.160

$0.150

Kansas City

4.2 - 7.9 %

.05 - 7.4 %

4 - 7.35 %

$8.24

0.33

$0.170

$0.170

Louisville

6.00%

2.70%

4 - 8.5 %

$.148/1.72

$0.15

$0.134

$0.164

Memphis

9.25%

2.70%

6.50%

3.99%

$0.12

$0.184

$0.184

Nashville

9.25%

2.70%

6.5%

$3.84

$0.27

$0.184

$0.184

St Louis

8.45%

0 - 3.1%

5.2 - 7.3%

6.74

exempt

$0.170

$0.170

* Source. Motor Fuel Excise Tax Rates, FTA, January 2003

(a) Atlanta Property taxes:  Same millage rate for all real and tangible property which is  $14.52 per $1000 assessed value.

Fuel per gallon*

Table TX-1.  SUMMARY OF TAX RATES


Annual payroll for these two industries has the opposite relationship.  In this case, Manufacturing payroll is greater than that for Wholesale.   Data by MSA are provided in Appendix E. 
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16
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$     

 

38,154

$     

 

42

204,672

$        

 

61,809

$      

 

1,620

Specialized

local

116

83,576

$          

 

22,258

$      

 

831

100,573

$     

 

26,785

$     

 

long distance

58

127,971

$        

 

34,680

$      

 

923

138,647

$     

 

37,573

$     

 

174

211,547

$        

 

56,938

$      

 

1,754

Couriers

45

467,760

$        

 

215,828

$    

 

7,500

62,368

$      

 

28,777

$    

 

TRANSPORTATION TOTAL

417

1,279,963

$   

 

412,020

$   

 

13,663

93,681

$     

 

30,156

$   

 

FREIGHT ARRANGEMENTS

41

46,150

$        

 

17,126

$     

 

670

68,881

$     

 

25,561

$   

 

WAREHOUSING

44

92,886

$        

 

26,636

$     

 

919

101,073

$   

 

28,984

$   

 

TOTAL

502

1,418,999

$   

 

455,782

$   

 

15,252

93,037

$     

 

29,883

$   

 

Source.  1997 Economic Census

Per Paid Employee

Table WF-1.   SUMMARY OF LOGISTICS CHARACTERISTICS







Chart IP-3

The number of companies in the two industries supports the same relationship with Wholesale (26%) exceeding Manufacturing companies (17%) by 1.5:1

 Inbound and outbound product flow patterns differ for each of the six major industry groups.  Each uses transportation and warehousing resources to varying degrees.  These differences are relevant in assessing the Louisville logistics infrastructure and the degree to which these resources are available.                      

Product Flow Patterns and Logistics Utilization by Industry
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Louisville

Atlanta

Chicago

Cincinnati

Cleveland

Columbus

Indianapolis

Kansas City

Memphis

Nashville

St. Louis

Category

Workforce/Training

6

6

n.a.

11

6

5

9

13

7

6

16

Tax Credits

a

6

n.a.

1

1

3

1

11

Financing

b

8

2

n.a.

15

1

9

8

3

1

19

Real Estate

c

1

3

n.a.

5

3

7

1

11

3

2

10

Infrastructure

d

1

2

n.a.

5

1

1

3

2

3

14

Machinery & Equipment

1

1

n.a.

5

3

4

3

3

2

3

3

Utilities

n.a.

1

1

14

4

15

3

International

1

n.a.

1

1

6

4

14

1

1

5

Technology

4

n.a.

1

1

1

2

4

Other

3

1

n.a.

1

7

7

4

1

3

Notes:

a.  Includes tax credits, exemptions and abatements (could be included in other programs)

b.  Low interest bonds, loans, industrial revenue bonds, grants, etc.

c.  Property tax, discounted land, buildings (non-manufacturing)

d.  Highways, cloverleaf interchange, plants or manufacturing facilities, water & sewer

NUMBER OF INCENTIVE PROGRAMS BY CATEGORY
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Education

Experience

Position

Level

(years)

Distribution Manager

Associate

7+

Warehouse Manager

High School

5 - 7

Logistics Analyst

Associate

0 - 2

Material Handler

High School

0 - 3

Dispatcher

High School

2 - 4

Inventory Control Analyst

Bachelor

2 - 4

Truck Driver

Licensed

Source. www.salary.com

Table E-1.  EDUCATIONAL LEVELS BY JOB CLASS


Consumer Durable products represent several diverse industries.  Computers & Electronics products are generally of high value, light weight, and small size cube making them compatible with air freight and expedited ground transportation for shipment of both inbound parts and outbound products.  By comparison, Furniture and Wood products have lower value per pound and large cube.  Inbound material is generally bulky, unpackaged, and is more suited to ocean/waterway, rail, and truck transport modes.

Dry bulk distribution facilities are required by all industries in this group for service parts distribution, local product inventory, and/or distributor warehouses.

Logistics resource needs include airport access, inland waterways/ports, rail access, intermodal terminals, trucking companies with and without special equipment, and dry bulk distribution space.
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Associate

Bachelors

Masters

Exec. Masters

UPS

Fed Ex 

High School

Louisville

University of Louisville

X

Metropolitan College (UPS/UofL Program)

X

X

X

Sullivan University 

X

X

X

X

Atlanta

Georgia Institute of Technology

X

X

X

DeVry University - 3 centers, online

X

X

Chicago

DeVry University - 8 centers, online

X

X

Elmhurst College

X

X

X

X

Loyola University

X

Northwestern University

X

University of Chicago

X

Four Community Colleges in Chicago Area

X

Indianapolis

DeVry University - Open Center Soon

X

X

St. Louis

University of Missouri

X

X

St. Louis University 

X

Webster University - online, military

X

X

DeVry University - 2 centers, online

X

X

Kansas City

DeVry University - 2 centers, online

X

X

Cleveland

John Carroll University

X

Cleveland State University

X

Case Western Reserve University

X

Columbus

Ohio State University

X

X

DeVry University - 2 centers

X

X

Columbus State Community College

X

X

Cincinnati

University of Cincinnati

X

Nashville

Vanderbilt University

X

Volunteer State Community College

X

X

Memphis
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X

X

X

X

University of Memphis 

X

X

X

Certificate / Degree Programs

Company Sponsors

City / Institution

Table E-2.  SUMMARY OF LOGISTICS DEGREE PROGRAMS
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Fees
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Water

Air

Atlanta, GA

4

21

307

246

13

13

13

38

197

7

Chicago. IL

7

105

254

212

198

2

237

102

20

8

St. Louis, MO-IL

10

19

169

264

247

7

143

125

17

40

Nashville, TN

11

18

88

287

70

36

109

211

43

68

Louisville, KY-IN

15

72

145

314

113

16

86

112

36

18

Cincinnati, OH-KY-IN

16

124

210

306

80

16

151

121

30

9

Memphis, TN-AR-MS

18

32

294

294

123

55

141

173

26

11

Indianapolis, IN

37

117

109

325

112

11

64

77

197

4

Cleveland-Lorain-Elyria, OH

39

149

172

207

45

7

211

83

29

27

Kansas City, MO-KS

45

13

119

237

213

11

132

125

46

24

Columbus, OH

61

148

106

266

45

45

211

83

197

36

Source. Logistics Quotient, CLO Magazine Survey, 10/2002

Table S-1.  LOGISTICS QUOTIENT SURVEY METRO RANKS

Road 


Consumer Non-Durable companies are also very diverse in terms of products manufactured and logistics resource needs.  Products range from food to paper products.  Inbound materials are generally transported by rail or truck.  Some raw materials such as cotton for textiles, bulk ingredients for food processing, and timber for paper pulp processing can be stored in bulk terminals or warehouses for shipment to manufacturers.  Outbound products are generally shipped by rail or truck to local distribution facilities or wholesale distributors.

Air shipments are becoming a serious consideration in the Apparel and Accessories industry with distributors and major retailers efforts to shorten cycle time and reduce overall logistics cost.  Pharmaceutical products also possess the physical and distribution characteristics that make them users of air as a viable transport mode.
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Chicago. IL
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9
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5

6
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6
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3

5

6

6

Cincinnati, OH-KY-IN

6

9

8

9

4

5

8

6

5
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Memphis, TN-AR-MS

7

5

10

8

7

8

6
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3
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Indianapolis, IN

8
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3

11

5

3

2

2

9

1

Cleveland-Lorain-Elyria, OH

9
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7

1

2
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1
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Source. Logistics Quotient, CLO Magazine Survey, 10/2002

Table S-2.  LOGISTICS QUOTIENT SURVEY METRO RANKS

Road 

Rank:  Lowest Quotient Value = 1; Highest Value = 11

Railroad

Water

Air

Logistics resources used by these industries include highway access, trucking companies, rail service, airport access, inland waterway ports, and bulk distribution space.
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Source.  Logistics Quotient Survey

* D/C/S = Density/Congestion/Safety

Road

Table T-9. RANKING OF ROAD TRANSPORT QUALITY BY MSA


Companies in this industry group are heavily manufacturing oriented.  Inbound materials generally consist of steel and metal products such as coils, sheets, bars, and rods.  Manufactured products include machinery, equipment, parts, and metal fasteners such as screws, nuts, and bolts.  

Outbound products are generally distributed either to whole distributors or direct to customers.  A relationship exists between channel members in that fasteners can be shipped to parts and equipment manufacturers.

Logistics resource needs are relatively simple for these industries.  They utilize rail, truck, inland waterway/ports, and bulk distribution facilities.  Carrier equipment can be specialized because of the weight and cube size of some products.
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St. Louis

TOTALS

Manufacturing

     Consumer Durable

           Computer & Electronics

26

225

678

85

195

72

75

88

31

57

102

1,634

           Electrical equip., appl. & components

26

71

395

63

166

18

30

40

30

36

66

941

           Transportation equipment

50

111

309

74

194

59

91

77

34

73

105

1,177

           Furniture

81

322

632

117

174

79

96

139

69

103

145

1,957

           Wood products

77

139

253

72

86

53

60

48

50

77

83

998

           Plastics & Rubber products

67

234

794

140

427

94

98

119

49

82

178

2,282

     Totals

327

1,102

3,061

551

1,242

375

450

511

263

428

679

8,989

Source.  1997 Economic Census

NUMBER OF ESTABLISHMENTS BY INDUSTRY AND MSA
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Nashville

St. Louis

TOTALS

Manufacturing

     Consumer Non-Durable

           Food

80

214

968

156

238

100

77

145

60

79

210

2,327

          Beverage & Tobacco

11

31

42

17

26

12

10

14

9

11

22

205

          Textiles

19

203

287

63

106

27

34

37

28

59

93

956

          Apparel

16

131

219

29

46

16

18

45

22

27

63

632

          Paper products

42

121

307

103

94

29

36

49

36

27

76

920

          Printing & related support

176

812

1,982

393

574

238

312

396

186

284

559

5,912

          Leather

40

11

21

72

     Totals

344

1,512

3,845

761

1,084

422

487

686

341

498

1,044

11,024

Source.  1997 Economic Census

NUMBER OF ESTABLISHMENTS BY INDUSTRY AND MSA


Wholesale Trade industry members are further down the supply chain than the manufacturing oriented companies and are considered an intermediate step in the overall distribution process.  They generally purchase goods in bulk and redistribute specified lots to customers.

Wholesalers can provide value-added services such as labeling, repackaging, customized assembly, and delivery services.  Emphasis on reducing distribution cost and shortening delivery cycle times have placed the wholesaler under pressure.  Customers are increasingly looking to the primary supplier to provide many of the value-added services historically provided by the wholesaler industry.

Logistics resources used by this industry include all transport modes.  Distribution facilities can include dry bulk and temperature-controlled space.

Retail Trade industry members cover a wide range of diverse companies, products, services, and size.  They are closer to the end of the supply chain receiving finished products from manufacturers and/or wholesale distributors, performing little or no processing, and are directly connected to the consumer.
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Manufacturing

     Industrial

          Primary metals

18

38

262

40

151

32

35

35

14

21

54

700

          Fabricated metal products

247

518

2,942

535

1,775

295

433

330

195

221

555

8,046

          Machinery

133

261

1,726

288

849

129

237

189

76

123

272

4,283

     Totals

398

817

4,930

863

2,775

456

705

554

285

365

881

13,029

Source.  1997 Economic Census

NUMBER OF ESTABLISHMENTS BY INDUSTRY AND MSA


In describing the logistics resources used by this industry, consider the following examples.  Apparel and Accessory retailers receive products from domestic and international suppliers by ocean, air or truck at a consolidation center; sort, tag, and sequence merchandise for shipment, and perform scheduled delivery to their retail outlets by air, truck, or parcel transportation modes.  The distribution facilities used are cross dock in nature maintaining little if any inventory.
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1,865

9,263

17,360
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5,790
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3040

3,647

2,050

2,213

4,805
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Source.  1997 Economic Census

NUMBER OF ESTABLISHMENTS BY INDUSTRY AND MSA

Eating and Drinking establishments make up the vast majority of this industry.  Their logistics needs involve no warehousing and they rely on food service distributors for scheduled deliveries.

Computer equipment retailers maintain minimal “backroom” inventory and rely on air and expedited ground transportation for delivery of product.

Mass Merchandisers receive a variety of products at a distribution facility by ocean container and ground transportation in bulk, breakdown inbound shipments and reconfigure outbound shipments to retailer outlets.  There is an increasing effort to shorten cycle time, minimize handling, reduce cost, and have the supplier configure shipments for direct-to-outlet delivery.

E-commerce (b2b and b2c) has increased the dependence on air and expedited ground delivery from the supplier direct-to-consumer for companies in this industry.

[image: image75.wmf]Industry Group

Louisville

Atlanta

Chicago

Cincinnati

Cleveland

Columbus

Indianapolis

Kansas City

Memphis

Nashville

St. Louis

TOTALS

Retail
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NUMBER OF ESTABLISHMENTS BY INDUSTRY AND MSA
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TOTALS

Bulk

     Petroleum & Coal

34

74

38

48

18

14

31

257

     Nonmetallic products

62

231

395

111

197

88

90

111

56

70

143

1,554

     Chemical products

83

251

626

152

266

75

74

114

88

59

212

2,000

     Totals

145

516

1095

301

511

163

164

243

158

129

386

3811

Source.  1997 Economic Census

NUMBER OF ESTABLISHMENTS BY INDUSTRY AND MSA


Commodities that are generally handled in large, unpackaged quantities are associated with bulk terminals.  These goods are received in open or closed rail hopper cars, off loaded mechanically and stored either uncovered and outside or in silos.  Outbound shipments of these commodities are also in bulk form and are transported by rail or truck to the markets.  Inland port terminals with adjacent rail access and storage capacity are important logistics resources for these commodities.

The mix of logistics resources and their relative importance varies by industry. Proximity to markets, service constraints (transit time), product value, size of cube, and handling characteristics are all drivers for the resources utilized.           

Warehousing resources are required by all industries with some facilities being of a bulk variety and others being consolidation/cross dock in nature.  Order picking, packing, and consolidation productivity are important work force activities.  The following chart summarizes the logistics resources used, to varying degrees, by the major industry groups.
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Wholesale

Retail
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Misc.

Atlanta

5%

5%

3%

33%

52%

1%

2%

Chicago

6%

6%

8%

28%

49%

1%

2%

Cincinnati

5%

6%

6%

25%

55%

1%

2%

Cleveland

6%

5%

12%

25%

49%

1%

2%

Columbus

3%

3%

3%

17%

72%

1%

1%

Indianapolis

5%

4%

6%

27%

55%

1%

2%

Kansas City

5%

5%

4%

29%

54%

1%

1%

Louisville

5%

5%

5%

25%

57%

1%

1%

Memphis

4%

5%

4%

27%

57%

1%

1%

Nashville

6%

6%

4%

25%

58%

1%

1%

St. Louis

5%

6%

5%

27%

55%

1%

2%

Totals

5%

5%

6%

27%

53%

1%

2%

Source.  1997 Economic Census

PERCENT OF ESTABLISHMENTS BY INDUSTRY GROUP AND MSA

Manufacturing

Consumer


The mix of these six major industry groups among the competitor MSA group is generally the same.  Louisville is close to the average in all industries.  The highest percent of companies in each industry is highlighted in red in the following chart.  


E. LOGISTICS EDUCATION PROGRAMS

Logistics-related educational programs are available at several levels from colleges and universities.  The Council of Logistics Management (CLM) lists 113 colleges that offer logistics degree programs.  Within the eleven MSAs considered in our research, there are 38 institutions offering degree programs ranging from Professional Certification to Master’s level.

Louisville has several aggressive new programs with a logistics concentration.  The University of Louisville will offer a graduate Certificate with a concentration in logistics in Fall 2003.  The first graduates are expected in 2005.  Logistics, distribution and supply chain courses are offered in Master’s programs in Engineering, Science, and Business.  Sullivan University has developed degree programs at both the Associate and Bachelor level that will be in place in the 2004 and 2003 academic years respectively.  In addition, Jefferson County Public Schools offers a program and Sullivan monitors a partnership program with Shawnee High School for students interested in the logistics field. 

In cooperation with UPS, the University of Louisville offers both a two-year Associate degree and a four-year Bachelor’s degree through Metropolitan College.  Under the programs, UPS pays half the tuition for UPS employees with the State of Kentucky paying the balance.   

The importance of the level of logistics-related education programs gains focus when compared to the educational levels required of the work force in specific logistics functions.  The majority of direct labor positions require a high school education with varying years of experience to an Associate degree. Very few traditional functions require high-level degrees. A work force with basic logistics knowledge and skill sets is essential in providing an environment attractive to relocating or expanding businesses (logistics users). 
The University of Louisville provides a training program that educates high school graduates with the basic skills required for several logistics jobs.  Kentucky Dream is a free job-training program designed to train eligible individuals in the basic skills.  The program is administered by the Center for Supply Chain Workforce Development and is federally funded. 

Over the past decade, the number of Certifications in logistics has outpaced advanced degrees by a factor of 3:1.
F. LOGISTICS DEVELOPMENT PROGRAMS

All MSAs with the comparison group have programs in place that focus on the development and marketing of logistics.  Memphis, Cleveland, and Columbus have the most aggressive and formalized programs.  Each has a strong program focused specifically on developing their logistics infrastructure.  Atlanta receives special mention in that it just announced (May 2003) that it is forming a Logistics Council to be headed by a Vice President.  Given its size and recognition as a logistics heavyweight, the formalization of a structured program should make Atlanta a strong competitor.  

With the emphasis being placed on logistics and supply chain management in the business community, ALL programs should be considered potential competitors. 

Each program listed below was identified and discussed with representatives from the respective MSA.  The program descriptions vary in length and detail because of limitations in information availability.  Each is described in terms of status, mission, and structure. 

ATLANTA.

Program:  Atlanta & Georgia Logistics Council
Status.


The program is presently being developed and a formal search for a Vice President of Logistics to head the Council is underway.

Mission.

     1.  Promote the logistics industry in the Atlanta area


     2. Resolve growing problems with the industry by coordinating and communicating between
         different logistics users and providers


     3.  Increase awareness outside the Atlanta area of the available logistics capabilities

Structure.

This program will be part of the Atlanta Chamber of Commerce and headed by a Vice President of Logistics
Major Issues.
· A recent logistics industry study documented the logistics infrastructure and identified major areas to be addressed by the Council


· Inefficient use of the logistics infrastructure, e.g., poor coordination between rail and trucking companies leading to ‘bottlenecks’ in freight movement


· Increases in traffic congestion and air pollution


· Lack of strategy to gain more air cargo business 

COLUMBUS.

Program: Greater Columbus Advanced Logistics Council

Status.

The program was created in March 2003 to develop programs identified by the Greater Columbus Inland Port Commission.

Mission.

      1. Improve the quality and availability of a logistics workforce

      2. Develop financial incentives for companies expanding or relocating in the region

      3. Ensuring continued investment in multi-modal freight transportation infrastructure

      4. Identify future logistics solutions – cargo security

Structure.

Staffed by the Greater Columbus Chamber of Commerce and headed by a Chamber Vice President of Infrastructure Development.  

Supported by an Executive Committee compromised of 20 members representing a law firm, Regional Airport Authority, Ohio State University, Columbus State Community College, and local business leaders. 
CLEVELAND (1).
Program: Logistics Infrastructure Coalition (LINC)

Status. 

Created in 2001.
Mission.

     1. Support the Cleveland Growth Association (Chamber of Commerce) by engaging the
         business community in regional transportation/infrastructure planning and decision making.

     2. Seek federal and state funding support for priority transportation/infrastructure projects.

Structure.

A Steering Committee advises and guides policy for the Growth Association.  This Committee is comprised of regional business executives, key elected officials, and leaders of regional transportation/infrastructure agencies.

The Regional Logistics Initiative (RLI) is a public-private partnership between the Growth Association and Northeast Ohio Areawide Coordinating Agency.

A Regional Logistics Committee provides direction to the RLI and is comprised of three Co-Chairs and representatives from transportation service providers, manufacturers, 3PLs, academic institution (OSU), professional groups, and public sector agencies.

A working relationship exists with the Northeast Ohio Trade and Economic Consortium (NEOTEC).  

Major Issues.
The Regional Logistics Committee is focusing on several issues:

· Infrastructure investments needed to enhance competitiveness of highway, railroad, waterway, and air service systems


· Identifying strategic freight logistics issues and projects

· Increasing involvement of logistics professionals in existing and future investment studies

· Special projects to enhance B2B e-commerce capacity

· Establishment of Northeast Ohio Freight Advisory Council

· Increasing awareness of the economic impacts of NE Ohio logistics system on the regions economy

CLEVELAND (2).
Program:  Northeast Ohio Trade and Economic Consortium (NEOTEC)
Status.

This group was created in 1999 with its initial action plan determined from the results of an analysis of the freight transportation system.
NEOTEC is a partnership initiative between several counties with membership afforded to area logistics industry members.

Mission.

A steering committee of regional logistics leaders identified the initial mission for the Consortium.

     1. Unite logistics professionals to speak as one voice on legislative issues affecting the market

     2. Educate the public sector on the importance of logistics

     3. Provide networking opportunities

NEOTEC has identified several elements of its operating plan to include

· Promote domestic trade, international trade, and global competitiveness of the region and its businesses


· Create membership of 350 logistics professionals made up of 60% shippers, 20% carriers, and 20% service providers


· Provide shipper members with access to reduced freight rates

· Unify the local logistics industry

· Administer and promote Foreign-Trade Zone 181    

Developments.

· NEOTEC has received authorization to administer FTZ 181 in the Akron-Canton area  

· Emphasis has been placed on developing international trade

· NEOTEC has 200 members 

· A commodity specific shipper alliance has been established with United Shipper’s Alliance in Columbus, Ohio for the purpose of obtaining lower less-than-truckload (LTL) and ocean container freight rates for its members
MEMPHIS.

Program:  Uniport Association

Status. 

Incorporated in 1980 and brought under the Chamber of Commerce in 1994.

History.

As a result of a Jobs Conference in 1979, the Memphis Uniport Association was organized to promote and market Memphis as a center of distribution.  Six task forces targeted specific industries for expansion or relocation to Memphis: food processing, telecommunications, medical products, printing & publishing, pharmaceuticals, and mail order.  Detailed history provided in Appendix G.

Mission.
The Uniport Association has four primary objectives:

1. To be the action forum for the transportation, distribution and logistics industries of Memphis   
    and the region


2.  Act as the transportation arm of the Memphis Area Chamber of Commerce


3. Improve the Chamber’s existing efforts relating to major roads, highway and truck, air,
    inland waterway, and rail transportation


4. Enhance the visibility of Memphis as an outstanding area of concentration for transportation,
    logistics and distribution activity, nationally and internationally

Structure.

The Uniport Association has 75 members and a Board of Directors with 31 representatives from the Memphis MSA.  Uniport includes a Major Roads committee of 56 people with representatives from the Memphis/Shelby County Office of Planning and Development.  The Board of Directors meets monthly and the full memberships meets quarterly.  The Major Roads Committee meets quarterly.

Developments.

Two major industrial parks at the Port of Memphis are nearing completion.  Presidents Island is a 1,000 acre complex supporting 150 to 200 tenants and is 95+ percent occupied.  The Super Terminal Memphis (STM) is a 1,000+ acre intermodal freight project that will consolidate the rail yards of four Class I railroads serving the Memphis area.  Both are on the Ohio River. 

INDIANAPOLIS

Program: Indianapolis Partnership

Status:  

Started in 1983

Mission:

To serve as a catalyst for increased capital investment and quality job growth in the Indianapolis Region.
Structure:

This is a privately-funded, nonprofit organization with seventeen employees; two of which are full-time.  The Partnership focuses on six target industries including Distribution Logistics, Advanced Manufacturing, Information Technology, Life Science, Sports, and FIRE (Financial, Insurance, and Real Estate).  It is not part of the Chamber of Commerce.

Developments:

Several major companies have recently relocated or expanded in the Indianapolis area.  

· Genco, a prime distributor for retailer JC Penney & Co., opened a 800,000 s.f. distribution facility with planned employment of 500 people.


· Retailer Guitar Center Stores, Inc. opened a 500,000 s.f. distribution facility in 2002 with 300 employees.


· Mid-America Clinical Labs is a manufacturer and distributor of pharmaceuticals throughout the Indianapolis MSA.  In 2002 it expanded its testing facility investing $7 million and employing 560 people.


· Appliance manufacturer Whirlpool Corp. built 805,000 s.f. distribution center in 2001.

· Pizzuti expanded its distribution cross dock warehouse to 1 million s.f.  

KANSAS CITY

Program:  KC Area Development Council (KCADC) – Smart Port

Status: 

Started in 1976 as a nonprofit group working with the Chamber of Commerce.

Mission:

The KCADC works closely with three groups

· Smart Port (a 1999 Chamber task force now incorporated with a focus on new logistics needs)

· Chamber of Commerce

· Mid-America Regional Council (transportation planning and demographics focus)

Structure:

KCADC has fifteen employees with five full-time-equivalents (FTEs).  The group meets daily.  KCADC and Smart Port employees work directly with new companies and prospects.

NASHVILLE

Program:  Partnership Initiative

Status: 

Started in 1999

Mission:

Focus is on fund raising and economic development of specific industries.  Logistics is considered a major industry.

Structure:

The Partnership Initiative is an Economic Development Team within the Chamber of Commerce.  It meets once a week and works regularly on various tasks and projects to fulfill its mission.  The Team has a full-time staff of seven employees (2-administrative, 2-research, 2-marketing)

ST. LOUIS

Program:  Regional Chamber Growth Association

Status:

Started in 1999

Mission:

The primary objective is to attract new business with logistics being a target industry.

Structure:

The Business Attraction Department is part of the Chamber of Commerce.  It has a staff of five, two of which are full-time.  They meet daily.
G. INCENTIVE PROGRAMS

Incentive programs differ significantly by MSA and the details associated with each program make it virtually impossible to compare a specific program in one MSA versus another.

In an effort to provide some basis of comparison the programs were grouped into ten categories and the number of programs within each category identified.

A list of programs by category by MSA is provided in Appendix F.  The group in which a program was place as reported by the MSA was at times arbitrary and can vary by MSA.

H. SUMMARY OF FINDINGS

Logistics Research Project.

The elements of the logistics infrastructure were assessed for their strengths and weaknesses relative to the infrastructure of the ten metro areas considered “competitors” to the Louisville area.  Strengths are considered assets and weaknesses are considered opportunities for improvement.
Transportation. 

Assets.
· Road network is very accessible to interstates

· Louisville is competitive with good delivery service for truck shipments

· Good direct rail service to east coast markets

· Rail freight rates are more favorable than competing MSAs. Rail service has a price advantage over Memphis, Cleveland, and Atlanta to several east coast markets by 20 to 30%.


· Louisville is the second only to Memphis as the most active in airfreight volume.

· The UPS air hub provides a competitive advantage over all MSAs and is on an even competitive base with Memphis (FedEx hub)


· Louisville has two active inland waterway ports providing competitive service in handling bulk products.  However, volume handled is low compared to Memphis, Cincinnati, Cleveland, Chicago, and St. Louis.


· Three Class I railroads serve the area with excellent service to the east coast and connectivity through the CP to Chicago 

Opportunities.

· Smallest number of transportation companies

· No major motor carriers headquartered in Louisville

· Ranked No. 11 in number of transportation companies, revenue, payroll, and employees

· Non-competitive LTL and TL freight rates.  Louisville has the least cost to only 3 of the 20 major markets reviewed for TL shipments and the most expensive to all destinations for LTL


· Louisville is ranked No. 10 in road density, congestion, and safety.

· Only one small intermodal terminal is available/serviced by the NS

· Louisville has insignificant intermodal terminal capacity for shippers using east coast ports

· Limited direct intermodal services to major markets

Note.  The above weaknesses are probably the result of the weight-distance and use tax (sales tax on vehicles and repair parts) that has been in existence in Kentucky.  This has caused motor carriers to locate in bordering states.  These taxes have been repealed as of April 2003.
Warehousing.

Assets.
· Warehouse expense rates are below the median for other MSAs

· Third largest MSA in Foreign-Trade Zone capacity
Opportunities.

· Smallest industrial (bulk distribution) real estate market of all MSAs

· No significant presence of major “big box” public warehousing companies

· High bulk distribution vacancy rate at 19%, which is projected to be 27% by 12/03.

Taxes/Regulations.

Assets.
· Transportation-related tax rates are competitive.  Second lowest diesel fuel tax, third lowest gas tax, third lowest inventory tax, lowest personal property tax.


Information Technology. 

Assets.

· Louisville has an information infrastructure that offers a full range of services to companies of all sizes and complexities.


Opportunities.

· The level of connectivity among the four metro areas for which data is available places Louisville 4th in both bandwidth and connected cities.

Work Force.

Assets.
· Although Louisville has the smallest total labor force and smallest logistics work force, it is ranked No. 2 with the second highest percent of logistics to total employees behind Memphis.

Opportunities.

· Louisville is ranked No. 6 in median logistics wage rates

· Louisville’s skilled logistics work force is considered to be below average to average


Education Programs.

Assets.

· Louisville has aggressive logistics programs at the Certificate, Associate, Bachelor, and Master levels at the University of Louisville and Sullivan University.  Sullivan University is also offering on-line logistics courses.


· Kentuckiana Dream program offers free logistics courses to qualified candidates.

· University of Louisville and UPS offer logistics program for employees

Logistics Development Programs.

Assets.

· Incentive programs/packages are competitive with other MSAs

· Logistics Network is aggressively promoting logistics development

Opportunities.

· Several MSAs have had logistics development programs in place for several years and have a major head start.


Logistics Quotient Survey.

The Logistics Quotient™ is an annual survey conducted by Expansion Management and Transportation & Distribution magazines.  It compares the relative “logistics friendliness” of 328 Metropolitan Statistical Areas in the United States in ten data categories.
· T&D Industry identifies the overall strength and vitality of the transportation and distribution sector

· Work Force & Labor measures the quality, stability, and cost of the work force

· Road Infrastructure gauges the relationship of roadways to population needs

· Road D/C/S (density, congestion, and safety) determines the capability of the network to meet area needs


· Road Condition throughout the metro area includes condition of interstates, bridges, and secondary roadways


· Interstate Highways assesses the number of major and secondary roadways

· Taxes & Fees focuses on fuel tax, sales tax, registration fees, etc.

· Railroad compares the number of Class I carriers, volume, terminals, safety record

· Water ports compares the number of terminals, tonnage

· Air measures passenger and cargo activity, flight frequency, expedited shipment capability.
Table S-1 identifies the value associated with each category for the eleven compared cities.  The values are for each MSA’s position relative to the 328 Metropolitan Statistical Areas. The results are based on weights applied to statistical data sources including BEA, Census Bureau, Federal Highway Administration, AAR, FRA.

The overall ranking of Louisville as a “logistics friendly” area relative to the competitor cities concludes it is an average “friendly” area.  It ranks at the mid-point in all areas except Road Density, Congestion, Safety were it ranks a low No. 10 and Taxes & Fees where it ranks high at No. 3.

Road congestion is a known issue for the area.  It has been recognized and corrective measures have been approved with the redesign of Spaghetti Junction and the construction of two bridges connecting Kentucky and Indiana.  Unfortunately, these projects will not be completed for several years.
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� While railroads cannot freely operate over lines owned by others, it is quite common for one railroad to grant a second railroad such rights in exchange for similar rights elsewhere, as a condition of merger, and other reasons.
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Sheet1

		Importance of Logistics Related Labor Force

						Labor Force						Logistics						Median Wage

						Total		Transportation				Percent		Rank				Annual $		Rank

		Metro Area						Warehousing

		Atlanta				2,154,380		168,190				7.8%		7				$   22,940		11

		Chicago				4,025,160		306,060				7.6%		9				$   24,860		2

		Cincinnati				850,050		70,130				8.3%		5				$   23,300		9

		Cleveland				1,108,600		81,490				7.4%		10				$   24,790		3

		Columbus				855,230		69,500				8.1%		6				$   23,940		7

		Indianapolis				847,590		74,240				8.8%		4				$   24,950		1

		Kansas City				939,300		72,980				7.8%		8				$   24,240		5

		Louisville				539,950		49,010				9.1%		2				$   23,950		6

		Memphis				548,610		69,670				12.7%		1				$   23,050		10

		Nashville				638,970		57,680				9.0%		3				$   23,520		8

		St. Louis				1,285,300		88,330				6.9%		11				$   24,590		4

		Totals				13,793,140		1,107,280				8.0%

		Source.

		Occupational Employment Statistics (OES) Survey, 2001

		Bureau of Labor Statistics, Department of Labor
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