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Stakeholder Survey Project: Shippers October 20@

Executive Summar

NRG Research Group was commissioned by Transport Canada to conduct a statistically reliable
and representative survey of shippers from across Canada. A total of 262 interviews were
conducted between August 7 and September 16, 2009.

The surveyispart &f N} YA LR NI / FylF RFQa wlkAf CNBAIKG { SND)
report for the most part reflect the experiences and impressions of shippeted to the rail

service from thér primary Class 1 rail providere. the railwayesponsible fothe moveme ntof

the majority of themain commodity shippedCN or CP)

The overall objective of this study is to examine shipper satisfaction with the overall
performance of the rail freight logistics system and to identify areas of service that ceuld b
improved to ultimately improve the performance of the rail freight system and satisfaction
levels of shippers.

Overall Satisfaction

The shippers interviewed in this study do not have a high level of satisfaction with the
LISNF2NYIFYyOS 2F /IYylIRIQa Gg2 /flFaa m NIYAtglea
rated their satisfaction level é6¢ or d7¢€ out of d7¢ (7 being the highest kel of satisfaction)lt

should be noted that customer satisfaction research usually encounters much higher Top Box
frequencies in the range of 50% to 70%.

16% percenbf shippes rated their satisfaction &lé or ¢ outof 67¢ = F 3 Ay KA I KSNJI
is often encountered in customer satisfaction reseathK Sy G KS N} GAYyBEthe ¥ Wo Q
Low Box total which is oftendone asan indication of aomewhafdissatisfied ratingthe
percent climbs to 35%learly there is aignificantdissatisfiedshipper population in Canada.

Almost half of shippers (45%) say their satisfaction level hadedsed over the past three

yeass (25% say their satisfaction hdecreased a 19t Another third of shippers (36%) indicated
their satisfaction isunchanged fom three years agosuggesting that low satisfaction with the
railways is noexclusively recent phenomenon.

A factor likely contributing to this low level of satisfaction among shippers is the fact this survey

found that almost twethirds of respondets (62%) said they have suffered a serious financial
impact as a result of poor service framk y I Rl Q@ilways. 44 ™
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On an urprompted basistop-of-mind basis the factorsidentified by shipperscontributing
mostto shipper disatisfaction wereerceived shortfalls in

On time delivery of cars at origin of shipping

On time delivery cars at destination

Price

Reliability of car supply, including the timely release of cars into the system
Consistent transit times

Responsiveness of railways when peas arise

= =4 -4 a8 9 9

On specific servickactors, the railways are perceived by shippers to be performing particularly
poorly at:

Accuracy of forecasting demand for services

The timely placement of cars at origin for loading
The timely pickup of empty cars

Responsiveness of railways when there is a problem
Thequick movement of goods

= —a -4 —a 9

Three out of the six servidactors noted abovet(mely placement of cars at origin; consistent
service in general and; responsiveness of railways when problem$ aese dentified by
shippers as being among the most important.

CKSNBE A& F LI NIAOdZ F NI & fFNBS al foishippdrsQelA 2y W=
these are service areasn which the railways are viewed as performingporly. The gap

between the ratedimportanceto the shipper and rategerformanceby railway is widest on

many attributes rated most important by shippers. The gap is 50 percentage points or more on

GKS (2L ¢ WA YLR NIpaggadSpoxNF 6§ SR F GONX O dzi Sa o

There are three areas where railways are perceived to be performing (vegédd 6 or 7 out of
7). These are:

1 The tracking of shipments while in transit
1 The provision of the correct type of cars at origin
1 The professionalism and knowledge of the railwaizadf

It should be noted that the above three service areas are of moderate importance to shippers
compared to importance of other service areas.
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Satisfaction ly Railway

There is a marked difference in satisfaction levels between the primary users of CN versus CP.
CN is viewed as the more efficient raiay, however,it needs to focus more attention on its
customers and theiservice needs.

Just over 1 in 10 shippers (13%ho are CN primary users say they are currently very satisfied
(rated a 6 or 7 out of 7) with their rail servicel6% percent of CN primary usese very
dissatisfied (rated 1 @ out of 7).

In comparison, 25% of CP primary users provided a vergfatkirating of their perception of
overall freight servicel3% of CP primary userprovided a rating indicatinghey are very
dissatisfied with service (rated 1 @& out of 7).

It is also telling that among shippers interviewed who used the servicbstbfClass 1 railways

when shipping their main commodity the pattern of satisfaction noted above is confirmed.

al Ay dz&AaSNARA 2F /b ¢gK2 Ffa2 daAaS /t>X FINB Ftyzali
alternative rail provider) compared to CN. Thesdividuals saidustomer service from Qs

an areawhere CP performed better than CN.

There are a number of specific service areas wishipperperceptions of CN and Gffer
notably.In order, hese are:

CNperforms letter at:

U Tracking shipments

0 Moving traffic quickly from origin to destination

U Consistent transit times of traffic from origin to destination

CPperformsbetter at

0 Professionalism and knowledge of railway staff

U Responsiveness of railway staff when problems arise
0 Frequency of service

U Timely placement of cars at origislight)

Satisfaction by Size of Shipper

There is a clear distinction in the satisfaction levels of large and medium sized shippers
compared tosmall and very smadhippers.

About 2 in 10 large to medium sized shippesay they are very satisfied with their overall
FNBAIKG ASNBAOS FNRBRY /FyFRIFEFQa /flFaa m N¥Y¥AEf LI
Only 10% of small shippers provided a very satisfied rating of their overall service24#tth
indicatingthey ae very dissatisfied ith their rail service (rated 1 & out 7). 17% of very small

shippers provided a very satisfied rating.
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The factors influencingn order) the satisfaction of large and medium sized shippers are:

The on time delivery of cars at gim

The on time delivery of cars at destination

The reliability of car supply

Price of freight transportationp@articularly large shippejs

= —a —a -8

Smaller shippers are more likely to mention the following factors as being greater determinants
of their overall séisfaction:

1 Price of freight transportation
1 Reliability of car supply
1 The on time delivery of cars at origin

Satisfaction by Main Commaodity Type

Grain and forestry product shippers are more likely to have higher dissatisfaetiets I[(more
frequent rating of 1or 2 out of 7). Forest product shippers in particular are more likely than
other commodity types to say their level of satisfaction liesreased a lot over the past three
yearscompared to the other commodity shippers.

Grain shippes are more likely to bevery dissatisfied with their primary rail provider on the
following service areas

Placement of the right number of cars at origin
Timely placement of cars at origin

Condition of the supplied cars

Consistent transit times

= =4 —a -9

Forestproductd KA LILJISNE 6SNB OSNE RA&aalGAaFfTASR gAGK (K

1 Timely placement of cars at origin
1 Responsiveness of the railways when problem arise

Satisfaction andPerceivedAccess td/iable AlternativeShipping Options

Not surprisinglyaccess td f G SNy I 6A @S A KALILAY3IA 2LWGA2ya KFa |
with the railways. 43% of the survey population indicate they have accesstitoof/ I Y R Qa
Class 1 railways along with other bi@ shipping options when it camto the movement of

their primary commodity. 29% of respondents indicdtet they have access to only one

railway, but do have other viable shipping alternatives. The remainder of shippers interviewed
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(28%) have access to one rail line amdlicated havingeither limited or no shipping
alternatives.¢ KS&4S a KA LILISNE LISNDSA @GS (KSYaSftgSa G2 oS

Shippers served by multiple railways have higher satisfaction levels compared to those served

by only one railway. 23% of shippers with multiple rail options are veigfestt(6 or 7 out of 7)

with their freight service compared to 14% of shippers with access to only one rail line.
Satisfaction levels decline further when looking at the population of shippers who have access

to only one rail line and limited or no shipg optiong MM @GSNE &l GA&AaFASROD
shipper is not a happy one.

Service areas where tH€aptiveshipper is most dissatisfied include:

Consistency of general freight service

The railways accuracy in forecasting shipper needs
The timelyplacement of cars at origin

The correct number of cars at origin
Responsiveness of railways when problems arise

= =4 —a -8 -9

It is dso noteworthy that captive shippers are less satisfied with thervice factor,
professionalism and knowledge of railway stafbmpared to shippers withmore shipping
options.

Financial Consequences of Poor Rail Service & Accountability

As noted earlier62% of shippers say they have experienced a serious financial impact in the
last 18 months as a result of poor service from one ohadaQ &lass 1 railways. This
percentage is somewhat higher for CN primary users (66%) compared to CP users (55%). In
addition, shippers who are captive to one railway with limited or no shipping alternatives are
much more likely to have experienced a ses financial loss in the last 18 months compared to
shippers with access to more than one railway (82% vs. 58%).

The prevailing perception among shippésghat there is no real recourse for them to hold the
railways to account for breakdowns in servi€ver halfof shippers are of the view there are
no or very few measures in place to hold railways to account for their customeicee
performance (53% rated 1 @& out 7).0Only 7% of shippers felt strongly (rated 6/7) that there
are adequate measures in place to hold railways accountable for customer service.

Canada Transportation Act
There isvery low awareness of the Caradransportation Act (CTA) amosgippers. Onl\8%

profess knowing the act very well (providinga rating of 6 or 7 out of 7). 3% rated tkeir
familiarity of the Act a 1 o2 outof 7.
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The most frequently suggested ways to hold the railways to account inclucedmercial
dispute resolution; financial gmalties (enforced through regulation) and; more government
regulations in general 41% of shippers feel that some degiaerailwayre-regulationwould
improve overall freight service in the country. This percentage dropped slightly when asked if
they wauld still support this position if it meant the governmewbuld haveto return to the
subsidization of rail service in the country.

Level of Service actions under the CTA are not a frequent recourse for shippers. The reasons for
the relativdy low levelof complaints being initiatedcompared tothe perceived poor service

from the railways is that the Level of Service process within the Culiégwed ascumbersome

' YR SELISY&AOBSDd ¢KS FAYIYOALf AYL¥e@dgniflaRiny GKS
order to justify a formal Level of Service complaint to the CTA

On a positivenote, a majority of shippers (approximate§0%) that launch or threaten to
launch a Level of Service complaeute satisfied with the outcome whether it was carried
through to a formal ruling or settled before such a ruling.

Suggestions from Shippers to Improve the System

Through Railway Actions

Three main areas surface fairly consistently as suggestions of what the railways could do to
improve ther level of serviceFirst, an overall improvement of communications would be
welcome. The communications referred to inaduatcess to a knowledgeable customer service
representative witin the railways an individual who would be able to provide reliable
information regardng the status of a shipment or timing of a train arrival.addition, a general
increase ofnformation flow would be appreciated by shippers.

A second suggestion was to provide greater consistemtansit times

A third frequentlymentioned suggstionwasto forecastmore accurately (andespondto) the

need for additional rail cars to meet demandhis was a particular irritarfor shippers who
experienced regular or seasonal fluctuations in their shipping activity and felt the railways were

congstently slow in reacting to th expected surge in the demafalr cars.

Almost three quarters of shippers say that the railways could improve the overall operation of
freight movement logistics system by:

1 The investment in raWway infrastructure improvemnts;and
91 The hiring of additional railway crews, especially in the areeasfswitching
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ThroughOther StakeholdeActions

There were several questions asking shippers to suggest improvements that other stakeholders
(terminal operators, ports andther shippers including themselvescould make to improve the
efficiency of the systenPerhaps he most telling response to these questions was the fact 30%
or more of respondents were unable to provide responses to these quessioggesting that
solutons to some of the challengeédentified in the survewvill be difficult to overcome.

Some commonsuggestions of what other stakeholders could do to improve the system
included,expanding loading andinloading capcity and improving basicsystemfacilities and
infrastructure throughout the systeniPerhaps somewhat telling suggessaimom shippers was

the suggestion that they themselves could do more in term$ooécasting shipping needss

well as try toincrease consistency of shipping over kge@nd throughout the yearThese
mentions by about a third of shippers are perhaps an indication that they have a role to play in
addressing the challenges in the freight logistics system.
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Background and Survey Objectives

The rail freight service review is being undertaken by the Government of Canada in response to
concerns from shippers and other stakeholders about railway service over the last few years.
The review is to examine the performance of the -faaked logisticssystem including the
railways, shippers, terminal operators, and ports. The review is aimed at improving the
efficiency, effectiveness and reliability of the overall system in order to help Canadian shippers
compete in domestic, continental and eshoremarkets.

NRG Research Group along with the University of Manitoba Transport Institute developed a
series of surveys to gather the views & KA LILISNE QX GSNNAYIF 2 LISNF G
AKALILAY3A O2YLI yASAaQ al (A aTl Olinged Yogisticd SygtemiiK S LIS |
LI NI A Odzf I NJ 0KS LISNF2NXIFYOS 2F /Yyl RIFEQa N}Af g
survey conducted with a sampling of Canadian shippers.

Survey Objectives

a ke overall objective of this project is to survey shippersmteal operators, port authorities

and shipping lines about their view on railway service and performance of thdasdd
f23Aa0A0a OKIAYy®E ¢KS dzZAE GAYIF OGS 321 f -bAskd G KA &
transportation network with a song focus on identifying areas where performance is lacking

and what improvements can be made.

This particulasurvey sought the viewsf shippers on problems with system performance, best
practices as well as possible solutions to address the problémasidition, shippersvere asked

to evaluate their own performance as well as the perfarmoe of the other four groups within
the system(railways, terminal operatorsoceanshippingcompaniesand ports).
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Survey Methodolog

The researchmethodology selected for this study was a quantitative survey approach. There
was a desire by Transport Canada that the data colleceest#tistically representative of the
Canadian shipper populatioat large This meant conduptg a quantitative studyThere were
concerns with an online or madlut survey approach given incompleteness of contact records
for shippers and the need to potentially search within an organization for the appropriate
respondent. For these reasore telephonesurveymethodologywas chosen.

A total of 262 shippers participated in the study. A sample of this size out of the broader
shipper population in Canada providessults which, in theory, arstatistically reliablet/- 6
percent 19 times out of 20The sample size of this study is sufficiently large enough to provide
a reliableassessment of shipper opinions on the questions asHKéds margin of errordoes
increasesomewhat, howevemwhen examining subsets of the main survey population.

The intervewing was done by NRG Research Group through a combination of telephone
contacts and facgo-face meetings. Very large shippers were generally interviewgueraon
by a senior NRG researcher.

Sample Frame

The sample for this study was provided to NRGeResh Group by Transport Canada. The
sample consisted of 585 records of a random sampling of the approxi@@@0 active
shippers from across Canada. Transport Canada worked with the consulting firm QGI to develop
the random sampling of shippers that wéen provided to NRG for data collection purposes.

While some records contained a contact name along with phone number, a key element of the
data collection process was to reach the appropriate person in the organization to respond to
the questions in te survey. It was important to speak to the individual who was involved in the
day-to-day rail freight shipping activities within the company. This could include initiating and
tracking shipments and, when required, communicating directly with the railways.

On a few occasions more than one company employee was involved in the compbétibe
survey. This was more oftehe case with larger companies.

Data Collection Experience

Surveying of shippers begafiugust 7and wascompleted by September 16, 20Q09The
interviews averaged 35 minutes in length. Even with what is by industry standards, a longer
than usual survey instrument, the response rate among shippers was very gbad.good
response rate is evidence of the high level of interest the shipperuladion in Canada
approached this study which very much contributedts overall success.
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A great deal of effort was made to maximize the limited sample available. Transport Canada
sent a letter to all shippers in the sample frame providing backgromfmrration on the
survey project along with a press release announcing the hiring of NRG to conduct the survey
(See Appendix 2). Another feature which maximized respondent participation was the
scheduling of call backs at times convenient to the respondering the data collection phase.

In addition, when requested by shippers, background material (supplied by Transport Canada
and consisting of the initial project letter and press release) was faxeeh@iked to them.

Reading This Report

There were sesral methodical approaches used in examining the data gathered from this
survey. The data was crotabbed extensively to examine how certain subsets of the overall
survey population responded to the questions. The main population subsets examined were:

Region (provincial origin of shipping)

Main Commodity shipped

Scale of shipping (Amount of shipments)

Primary Class 1 railway provid€&N or CP)

Extent of freight shipping option available (i.e. captive shipper)

= =4 —a 8 9

Statistical differences between stughppulation subset have been noted as such in the report
based on testing at the 5percentile. Throughout this report charts and graphs are used to
illustrate the results to thesurvey questions. In additidm the aggregate totals being displayed

in the figures, quite often the results for various sghloups are provided where there are
significant and noteworthy differences in their responses to a particular question. The reader of
the report may notice that some members of a sgiwup population are ot represented in

the chart. In this case it can be assumed the findings for that population are not significantly
different from the overall sample.

Throughout the survey there are numerous questions requiring respondents to provide a rating
using a numec scale of 1 to 7. The results to these rating questions have been distilled and
discussed in the report based on a Top Box and Low Box methodology. In a Top Box, based
upon a 7 point scale it is normal to combine the ratings of 6 or 7 into the Top tRxxns.

| 2y @SNEStes GKS [2¢6 .2E O2YLINA&SA || 3INRdzLA Y3
examination of respondents very satisfied and those not very satisfied.

In customersatisfaction research it is usual to encounter respaisehe range 060% to 70%
of total respondentsfalling into the Top Box stratuniow Box percentages are usually very
small often less than 10%.

Another element of this survey was a battery of railway freight service questions. These
attributes were tested to determingi K SA NJ WA YLI2 NI yOSQ (2 &KALILIN.
RSGSNIYAYS GKS NIAfgleQa WLISNF2NXIyOSQ 2y (KSa
performance ratings are standardized, a quadrant analysis can be generated. Quadrant grids
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are provided inhis report to show the relationship between perceived performance and stated
importance. The attributes with higher importance (proxied by Top Box frequency) related to

other attributes are plotted above the horizontal axis. Similarly, service attribialeshich the

main railway providers rate higher in terms of performance (Top Box) are plotted to the right of

iKS @GSNIAOFE |EA&DP 'a | YSGK2R2t23A01t y2GS8=2
factored into this analysig2 y f @ G KS «®2 1IN XE&E R F 4

It should be noted, however, that the delineation of quadrants is simply a mathematical
construct in which the mean percentage share of Top Box rating determines the location on
one side or the other of a quadradelineation. The focus of interpretation is best placed on
the relative positions of points on the maps, not in their relation to the 0,0 central point on the
map.
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Qrvey Results

Sample Characteristics

During the data collection phas¢he partial results were crosseferenced against theactual
established shipper population characteristics as developed for Transport Canadae by
Edmontonbased consulting firmQGI. The resulting sample collected in this survey tvaeby
confirmed by NRGto closel resemblethe actual characteristics of the Canadian shipper
population.

Table 1 Sample Profile

Category Survey Profile OverallSample Profile
% %
Primary Province of Origin
BC 16 14
Alberta 19 18
MB/SK 16 14
Ontario 30 31
Quebec 14 17
Atlantic 5 6
Primary Line of Business
Automotive 3 3
Bulk 2 2
Fertilizers 3 2
Grain 19 14
Intermodal 35 39
Merchandise 39 40
Shipper Sizé
Large 22 20
Medium 29 27
Small 28 28
Very Small 21 24
Approx. AnnualCompanyRe\enues
Less thar$lm 4 n.a.
$1mto less than $10m 11 n.a.
$10m to less tha$50m 20 n.a.
$50m to less than $500m 26 n.a.
$500m to less $1b 8 n.a.
$1b or more 15 n.a.
52y Qi 1y26kwSTdza 36 n.a

! Large: Greater than 5000 car shipments per year; Medium: X000 shipments per year; Small: 31000
shipments per year; Very Small: up to 300 shipments per year.
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As the tablel above illustrates the survey consists of a representative esegsion of shippers
as it relates to size, shipping orgin and commaodity shipped.

Shippers were asked tandicate

the primary commodity, by

volume, their  organization 23%
shipped by rail. As thgraphto
the right illustrates there is a
fairly broad distribution of
commodities being shiped
across the study population.

Figure 1: Primary Commodity Shippe

20%

16% 159

0,
°% 4% 305 505 29 3%

. N .
Sixty percent of respondents Q&*’@o&’ & @6}" & & &
said they shipped from more = & & o & W & &
. . . A\ O
than one locationThe incidence & $ v

of shipping from multiple
locations wagjreatest among:

1 Largeshippers (81% multiple)

1 Petrochemical shipper&83%multiple)
1 Intermodal shippers (77%ultiple)

Figure 2: Origin (Province) of Shipmer

62%

52% 953%

34% 34%

BC AB SK MB ON PQ NS NB PEl NFLD US Other

Single location shippers were more likely to be shipping coal or fertilizer as the main
commodity.

Not surprisingly, grain shipperwere more likelyto conduct most of their shipping from
locations inthe MB/SKand to a lesser degree Albartt The origin locations of forest product
shippers were spread fairly equally across BC, Alberta, Quebec and Atlantic Canada.
Manufactured goods Hippers were more likely to be located in Ontario and intermodal
shippers in BC and Ontario.
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A strong majority of shippers interviewed (87%) were shipping to multiple destinations. CN
primary users (90%) were more likely to be shippiagmultiple destinations than CRsers
(80%). Coal and manufactured products were the most likely commodities to be shipped to a

single destination.

Figure 3: Shipping Destination

31% 33%
26%

& S Q Y
& & N S &
& & ¢ &
. LN 0
< <° o o

Figure 3 outlines the main
destinations of goods being shipped
by the organizations included in the
survey.

By comnodity, almost half of the
grain shippers interviewed (45%) say
that their productis destined for the
Port of Vancouver, with the balance
spread primarily betweenhe Port of
Montreal and otherlocations Sixty
percent of forest productsshippers
say their product is destined for US

destinations.Over 60% of intermodal shipping is divided equally between the cities of Toronto
(32%) and Calgary (30%). Twefie percent of manufactured product shippers identify

Calgary as a destination.

Consistency of Shipping Patterns

Shippers were asked about the nature of their shipping patternsfichse 4below illustrates
there is a range of situations preseififty-seven percent of shippers reported that shipments

were not evenly distributed throughout the year.

Very small shippers were more likely to indicate their shipping behaviated throughout the
year with no regular patter§39%). Large shippers were somewhat more likely to indicate their
shipments wereseasonal in nature with regular pea¢8%).

Forest product 60%)and coal (100%)shippers
were most likely to say their shipments were
spread evenly throughout the vyearwhile
petrochemical (67%) and manufactured goods
(75%) shippers were more likely to say their
shipments wereseasonal in nature

Shppers conducting their shipping primarily out
of Quebec were more likely to say their
movement of goods by rawWary throughoutthe
year with no regular patteri42%o).

Figure 4: Consistency of Shippin

Vary
with no
pattern,
23%

Season
with
regular
peaks,
0%
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Shipping Alternatives
A: Rail

Almost half of respondents (43%) say they have acies®re than one rail provider when it
comes to shipping their main commoditptermodal (72%) and fertilizer (60%) shippers are
most likely to have access to multiple railways when shipping their main commodity. Forest
product (45%), petrochemical (50%hpal (75%) and automotive (63%) shippers are most likely
to be served by one railway with limited or no other shipping optidhshould be noted that
0KS NBadzZ Ga (G2 GKAa& | dzS a-dsdessyient olNieir shibppin$ R 2 y
optionst it isa perceptual measure.

Figure 5a: Respondent Perceptions of Shipping Available Opti

1

Served by multiple railways and have other optio _ 43%
Served by one railway and have other optio _ 29%
Served by one railway and limited optio _ 26%

Served by one railway no other optio 2%

Captive

W/ | LG A @S GespankdentsJsd8/&dEby one railway and with limited or no other shipping
optionst are most likely to be found among Atlantic Canadian shipgé6%), BC shippers
(45%), and Alberta shippers (33%)gure 5b.below illustrates the percentage of perceived
& KA LILJA y 3 by Ye@ion lodis hipPing(bigD.

Figure 5b: 'Captive' Shipper by Regic

® Captive Shipper

BC Alberta MB/SK Ontario Quebec Atlantic
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B: Trucking

wSaLRyRSyida 6SNB |a1SR ¢KIFIG LISNOSyidlr3as 27
shipped by truckA relativelysmall percentage of thehippers interviewed d not ship their
main commodity by truck (16%fror those respondents who indicated they did not use truck

z

GNF YaLRNIOFGAZ2Y TG Fff F2N) GKSANI YFAY O2YY2RAl

mode of transportation was anption but they chose not to use it.

Figure 6: Truck Transportation Usage by % Volu

B No truck usage ® 1%- 25% volume 26%- 50% volume m >50% volume

| 21%|

|16%I

.o
I ISA)I

| 17%'

Total CN CPPrimary Large Verysmall Grain Intermodal Accessto One rail, >50% costs30% costs

Sample Primary shipper shipper both limited arerail arerall
railways options

In most cases, the results for the various gubups illustrated in figure 6 above are what
would be expected. For example, larger rail shippers are not shipping a significant amount of
their main commodity by trukr just over a quarter othe large shippers transport 50% or
more of their main commodity by truck.evy small rail shippersn the other hand are more
likely to be using truck to ship their main commoditglmost twathirds shipping 50% or more

by truck. he same can be said when examining differences between shippers with access to
both railways (and other viable shipping options) and those with access to only railway and

limited options.
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Primary Railway

: _ _ The distribution of railway usage by respondents to
Figure 7:PrimaryRailways Used to . . . S . ..

Ship Main Commodity ship their primary commodity is outlined ifiigure 7
below. Sixtysix percent of respondents identified CN
as their primary rail freight provider in terms of
shipping their primary commodity. The balan@%)

o5 identified CP.

primary

.34% CN

primary
,66%

Shippers originating traffic primarily out @uebec
(89%) and Atlantic Canad82%) are more likely to be
using CN as their freight provider. CP was more
prevalent amondPrairiebasedshippers (67%).

Other shippercharacteristicsnore prominently associated witGNusers are listed below

9 Forest Product shippers (90%)
1 Served by one railway with limited other optio(&7%)

The following characteristics were noted particularly prevaleramong CRIsers

9 Grain shippers (45%)

1 Manufactured Products shippers (40%)

1 Intermodal shipperg42%o)

1 Shippers with several shipping options available to them, including multiple railways

(37%/39%)

While figure 7 above outlines the distribution of Figure 8: Railways Used to Ship Main
WLINAYE NBEQ NI AfGFe dmerass +y “PVP™ eara 27
responsa indicate there is a large portion of Short
companies (52%) that are usibgth class Trailways line, 3% - g

when it comes to the shipping of their primary
commodity (figure 8) Usage of both railways was
most prevalent among large shippers (66%) and
Petrochemical (72%), Grain (64%) and Intermodal Both CN

) : and CP,
(62%) shippers. 52%
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Transportation & Rail Shipping Expenditures

The charts below outline the expenditures (by commodity) shippers incur shipping their
primary commodity. Figure 9 highlights the overall expenditas. Figure 10 details the
percentage of that overalhmount for whichrail transportation accounts.

Figure 9: Percent of Transportation Expenditures for Main Commodit

Related to Ralil
I 39%| I 48%|

N 43%
0 0,
33% - 25% 510

i I
N : > N g NG ® 4
N 0@\ *(Jo'b \@z, O,g;o & o° 6‘\4 og;b
2 . 3 N % & &
?}:,, £<Z N L < @
'\0& Kog \\§ *V‘o N
QQ’/& \’b('
N
@’b
~15% did not answer this question
B <30% ®30%to <50% '« >50% * Small sample size
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Satisfaction with Primary Rail Freight Provider

Overall satisfaction levels with their primary rail freight provider are not very high. Less than 2
Ay wmn SELINB&aa || WYOSNEQ al (A& TAsSeed2alierdn2this . 2 E
report (pg. 11) it is not uncommon to see customer satisfaction results of this nature to be
much highert in the 50% to 70% range. In addition, the fact thatv Box ratings (1 or 2 out 7)

are almost equal to the Top Box ratings is somewhatsual

Figure 10 beloveutlines the overall satisfaction levels of several types of shippers. The overall
Top Box or very satisfied percent of the entire shipper population surveyed is 17%. It is
interesting to see the significant variations in Top Box satisfaction between CN and CP shippers
(13% vs. 25% Top Box satisfaction) and how satisfaction kgal§cantlydecline as the size of

the shipper declinesparticularly for small volume shipper

Figure 10: Overall Satisfaction by Rail Provider and Shipper ¢

66%
64%

71%

I8 & 1

Total CN PrimaryCP Primary Large Medium Small V. small
Sample shipper  Shipper  Shipper  Shipper

B LowBox (1/2) = MidBox (35) M Top Box (6/7)

There are very few significant differences in satisfaction among the different commodities
shipped. Forest produd26% Low Boxpand grain (23% Low Boxyhipgpers are more likely to
have more frequent.ow Box rating compared to the other commoditiedt is roteworthy that
these more dissatisfied commodity types tend to account for a significant amount of the rail
traffic overall(Figure 1 Primary Commodity $pped, pagels).

Regionally, Top Box satisfaction with the overall shipping experience was significantly higher

among shippersvith originating traffic primarily from the Prairies (24% Top Box) and Ontario
(22% Top Box).
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Asfigure 1lillustrates, acces$o viable shipping options has a bearing on overall satisfaction
levels.

Figure 11: Overall Satisfaction by Levels of Shipping Capti

Total Sample  Multiple railways and One railway and  One railway and
other options other options  limited or no options

B LowBox (1/2) = Mid Box (35) M Top Box (6/7)

Almost halfof respondents sayhat their level of satisfaction with their rail providenhen
shipping their primarycommodity has decreasedover the past 3 years. About a third o
respondents say their satisfaction hast changedver the past three years.

Figure 12: Change in Satisfaction over 3 yee

aoﬁ 2% aoﬁ 20@ .l Oﬁ ﬂoﬁ ﬂOﬁ

%

14% 14% 14% 19% 21% 11%
Total sample CN Primary CP Primary Large Medium Small V. Small
B Decreased alot B Decreased somewha® No change

Increased somewhat B Increased a lot

In addition to the suklgroup differences noted in figure 12 abovédiete area few notable
differences among the different commodity typasich are notedbelow andon thefollowing

page.

1 Grain and petrochemical shippers are more likely to say their satisfaction levels have
increased somewhat over the past three yea@®f gain shippers ¢ 30% say their
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satisfaction levels havéincreased somewhéatand petrochemicals 39%say dincreased
somewhat.

1 Automotive goods shippers are more likely to say their satisfaction dolesreased
somewhat (63%).

9 Forest product shippers are more likely to sthat their satisfaction levels have
odecreased a 16t(38%).

The frequency or consiency of rail shipping appears to have some effect on whether
satisfaction has increased or decreased over the past three yddns.greatest declineni
satisfaction levels appear to be among shippers sehachipping is relatively constant
throughout the yar (51% total decrease), particulartyhen comparing to shippers wke
activity varies throughout the year (39% total decrease).

Figure 12: Change in Satisfaction over 3 ye:

3% 2% 3% 3%

Total sample Spread evenly  Seasonal wregular peak Varies thru year

B Decreased alot M Decreased somewha® No change
Increased somewhat M Increased a lot
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Rail Service Factors Important to Shippers

Respondents were asked to provide, in their own words, the factors or adfiaisvere most
important to ensue the railways satisfactorily met their shipping needs. This was a multiple
response guestionThe table2 outlines all mentions to this questiornhe issue obn time
delivery of carswhether at origin or destination is clearly a significant factor influencing the
satisfaction levels of shippers. Monetary issues are also important considerations, particularly
when the number of mentions dPriceis combined withDemurragementions. When this is

done fees and costs account favo-thirds of all mentions.

Table 2: Topf-Mind Factors Influencing Railway Satisfaction
/| 2y&AARSNAY3I &2dz2NJ O2Y LI y & Q& &K Total Sample

consider mostimportant in terms of the railways meeting these %
needs to your satisfactionfOpen end responsesmultiple (N=262)
mentions]

On time delivery of cars at origin 58
On time delivery of cars at destination 49
Price 48
Reliability of casupply 46
Consistent transit times 85
Responsiveness of railways when problems arise 26
Frequency of service 19
Demurrage 18
The right number of cars at origin 8
Accurate billing 8
Equipment condition 7
Suitability of equipment 6
Safety record 4
Tracking shipments 3
Car cycle times 3
The right type of cars at origin 2
Other 11
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Figure 14below outlines the tofb factorsby several shipper typeJhere is littleto distingush
views of CN and CP pmany users, apart from a slightnphasis of CP users afnsistent transit
times

Figure 14: Top 5 Factors Contributing to Satisfaction (by railwi

B Responsiveness when 58% 58% 59%
problems q}
. . o
B Consistent transit time q9 ?8% —lgz/% % %60%
I 46% 46% %
Reliability of car supply
. 35% 37%
Price 1%
0 8%
Ontime delivery of cars at 26% 24% ¥
destination
Ontime delivery of cars at
origin
r T T L _——
Total Sample CN Primary CP Primary

Large and medium volume shippers tend to demonstrate similar views in teiriie factors
that contribute to their satisfaction with their primary rail freight providekttitudes of gnall
and verysmall shippers tend to differ from the larger shippers on a number of poi&tsal
and very small shippers appear to be less focussed omihgme delivery of cars at origin or
destination function. Very small shippers seem less concerned aboutrégponsiveness of
railways when problems arise

Respondents who had several shipping options, including multiple rail providers were more

likely to mentionprice (56%) andresponsiveness of the railway31%) as important factors
compared to respondents witfewer shipping options, specifically only one rail option.
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m Responsiveness Figure 15: Top 5 Factors Contributing to Satisfaction (Shipper S
when problems
= Consistent transit 67% 65%
time 0%,
Relialbility of car 5;4"% _|5% 28 0/55;%1% 54%
supply A7% 45% 0 49
Price 42% 429
39% % 0\
36% 0
. . 320 ]35 %
Ontime delivery of os
cars at destination 26% ]22%
Ontime delivery of
cars at origin
9%
Large Medium Small V. Small

Top Factors by Commodity

In term of the different commodities, there are a few noteworthy differences:

1 On time delivery of cars at origiis more likely to be
fertilizer (90%) shippers

mentioned by grain (70%) and

1 Ontime delivery of cars at destinatios more likely to be mentioned by petrochemicals

(70%) and fertilizer (78%) shippers

1 onsistent transit timess more likely to be mentioned
petrochemical (56%) shippers

1 Reliability of car supplys more likely to be mentione
fertilizer (60%) shippers

Railway Performance Meeting Expectations

Shippers were asked, based on their response to the
previous gquestion what factorscontributed most to their
satisfaction with rail serviaehad the railways exceede
met or underperformed on thee factors. Fiftyfive
percent of respondents say the railways hauwender
performed on these factors. Fortyfour percent of
respondents say therailways havemet expectations
however, given the low satisfaction levels this may be
hollow praise.

Small shipper (63%) and grain shippers (70%) were most
likely to say the railways had underperformed on factors
important to their satisfaction.

by automotive goods (63%) and

d by forest products (60%) and

Figure 16: Performance on Key
Service Factors
Exceeded

expectati
ons, 1%

Met

expectati Under
ons, 44% performe

d, 55%
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