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INTRODUCTION 

The o b j e c t i v e  o f  t h i s  s t u d y  i s  t o  e x p l o r e  t h e  economic, bus iness ,  

and t e c h n i c a l  f e a s i b i l i t y  o f  m a n u f a c t u r i n g  and m a r k e t i n g  l i g h t  r a i l  

v e h i c l e s  f o r  t h e  domest ic  and i n t e r n a t i o n a l  market  by e n g i n e e r i n g  and 

manu fac tu r i ng  f a c i l i t i e s  i n  t h e  S t a t e  o f  Mich igan,  . w i t h  emphasis on 

s o u t h e a s t e r n  f l i ch igan .  The purpose o f  t h e  assessment i s  t h r e e f o l d :  ( 1 )  

t o  e s t i m a t e  t h e  f u t u r e  market  f o r  l i g h t  r a i l  v e h i c l e s  and r e l a t e d  

p r o d u c t s  and s e r v i c e s ;  ( 2 )  t o  de te rm ine  and e v a l u a t e  t h e  reasons why 

such v e h i c l e s  and p r o d u c t s  shou ld  be manufac tured i n  Mich igan;  and ( 3 )  

t o  e v a l u a t e  t h e  p r o b a b i l i t i e s  o f  e x i s t i n g  manu fac tu re rs  l o c a t i n g  i n  

f i l ichigan. The s tudy  i s  m o t i v a t e d  by t h e  p o t e n t i a l  f o r  p r o d u c t i o n  and 

j o b  o p p o r t u n i t i e s  i n h e r e n t  i n  t h e  proposed Sou theas te rn  j l i ch ic jan  

T r a n s p o r t a t i o n  A u t h o r i t y  (SEMTA) l i g h t  r a i l  subway and s u r f a c e  t r a n s i t  

system. 

The s tudy  assessment i s  b e i n g  conducted i n  t w o  p a r t s :  ( 1 )  a  market  

a n a l y s i s ,  and ( 2 )  an  economic development a n a l y s i s .  The two p a r t s  a r e  

underway s i m u l t a n e o u s l y  because o f  schedu le  c o n s t r a i n t s .  

The assessment i s  b e i n g  sponsored by t h e  Bureau o f  Urban and Pub l  i c  

T r a n s p o r t a t i o n ,  M ich igan  Department o f  T r a n s p o r t a t i o n .  O v e r s i g h t  o f  t h e  

work i s  b e i n g  p r o v i d e d  by a  s p e c i a l  t a s k  f o r c e  appo in ted  by Governor 

W i l l i a m  G. M i  1  l i k e n  f o r  t h a t  purpose. 
1 

The c o n t e n t  o f  t h i s  r e p o r t  f o l l o w s  t h e  o u t l i n e  s e t  down by E x h i b i t  

A-1, "Scope o f  Work ," f o r  C o n t r a c t  No. MDOT-80-0606, May 14,  1980. The 

subsec t i ons  para1 l e l  t h e  f i v e  s p e c i f i c  t a s k s  named i n  t h e  amendment. 

1. PART ONE: MARKET ANALYSIS 

The market  a n a l y s i s  c o n s i s t s  o f  f i v e  t a s k s ,  t h e  s t a t u s  o f  wh ich  i s  

r e p o r t e d  below. The t h r u s t  o f  t h e  market  a n a l y s i s  i s  t o  i d e n t i f y  

f a c t o r s  t h a t  w i l l  have t h e  g r e a t e s t  i n f l u e n c e  on t h e  development o f  t h i s  

market ,  based upon f i n d i n g s  i n  t h e  l i t e r a t u r e  and d i s c u s s i o n s  w i t h  

1 
See Appendix I. 



industry and government author i t ies .  The market fac tors  are  t o  be 

evaluated i  n the  framework of market scenarios. F inal ly ,  market 

projections a re  made f o r  a seven- t o  ten-year time period. 

Since i t  became apparent a t  the  outset  of the  study tha t  the  

manufacturing processes required f o r  l i g h t  r a i l  cars  a re  not 

s ign i f i can t ly  d i f fe ren t  from those required f o r  heavy r a i l  passenger 

cars ,  and tha t  in almost every case those firms now in  the  market a re  
manufacturers of both heavy and l i g h t  r a i l  equipment, the  market 

project ions presented i  n Sect ion 1.5 i  nclude passenger rai  1 cars. 

Figure 1 presents a taxonomy of the  types of r a i l  passenger cars 

t h a t  e x i s t  today, f o r  the  reader ' s  reference. 

1.1 Li tera ture  Search 

The l i t e r a t u r e  search was conducted t o  ident i fy  data tha t  could 

support LRV and r a i l c a r  market project ions,  t o  ident i fy  f ac to r s  and 

forces influencing t h e  market f o r  LRV's, and t o  ident i fy  the  
cha rac te r i s t i c s  of the rai 1 ca r  manufacturing business in general. A n  

important market f a c t o r  i s  the  appl icabi l i ty  of l i g h t  r a i l  t r a n s i t  t o  

the  urban t ranspor ta t ion  scene. In the  United S ta tes ,  t h e  growing 

i n t e r e s t  in l i g h t  r a i l  t r a n s i t  appears t o  be based on i t s  f l e x i b i l i t y  

and re la t ive ly  low cost.  * LRV's can operate in  subways, on 

conventional elevated s t ruc tu res ,  pr iva te  rights-of-way, median s t r i p s ,  

the  s ide  of a road, on c i t y  s t r e e t s ,  in pedestrian malls,  and over 

roadway grade crossings. As a r e s u l t ,  LRV's can ra ther  eas i ly  adapt t o  

local conditions, and therefore  requi re l e s s  cost ly construction than 
conventional rapid t r a n s i t .  To a large extent ,  t h e i r  f l e x i b i l i t y  stems. 

from overhead power col lec t ion  as opposed t o  a t h i r d  r a i l ,  and from 
t h e i r  a b i l i t y  t o  handle passengers a t  e i t h e r  high o r  low platform 

s t a t i o n s ,  o r  a t  s t r e e t  level .  LRV's are generally smaller and l i g h t e r  

than conventional rapid t r a n s i t  cars ,  although t h i s  i s  not always the 

case. 

2 C .  J .  Schlemmi r ,  Vice President,  Transportation Systems Business 
Division, G E .  "A Manufacturer's View of the Transi t  Market." Paper 
presented a t  the  APTA Rapid Transi t  Conference, June 1 7 ,  1980. 





Control options f o r  LRV's can range from manual operation t o  f u l l y  

automatic computerized t r a i n  control.  They can be designed t o  operate 

as multiple-unit t r a i n s  o r  singly,  and they can be ar t icula ted.  LRV's 

are  characterized by t h e i r  s implici ty and proven design, and res t  on 
several decades of operational and engi neeri ng experience i  n b o t h  the 

United Sta tes  ( the  PCC--President ' s  Conference Commi t t ee - -ca r  of the 

1920s) and in Europe (modern a r t i cu la ted  ca rs ) .  

Instead of being a  separate and d i s t i nc t  mode, l igh t  r a i l  t r a n s i t  
has been characterized as a  "band" in the  t o t a l  r a i l  t r a n s i t  spectrum 

that  ranges from the simple s t r e e t ca r  t o  t he  conventional high-capacity 
rapid t r a n s i t  system. During t h i s  decade, cost fac tors  may well 

control public transportat ion- planning and decision making, and t h i s  

would mean t ha t  l i g h t  r a i l  t r a n s i t  would be favored over conventional 

rapid t rans  i t  f o r  higher-capaci ty systems because of i t s  1 ower 

construction cos t ,  while buses would be favored over l i gh t  r a i l  t r a n s i t  

f o r  lower-capaci ty systems. Thus, 1 ight  r a i l  t r a n s i t  development would 

be pushed toward the  higher end of i t s  "band" in  the  t o t a l  r a i l  

t ransportat ion spectrum. 

However, there i s  often a tendency t o  use the  maximum capaci t ies  as 

the  required c r i t e r i a  f o r  t he  introduction of a  mode of public t r an s i t .  

Vuchie argues against tha t :  

" F i r s t  i t  i s  not t r ue  t ha t  we must have 40,000 persons per hour f o r  
r a i l  rapid t r a n s i t ,  20,000 f o r  l i gh t  r a i l  t r a n s i t ,  10,000 f o r  a  
busway, o r  3,000 fo r  a  surface bus 1 i  ne. These f igures  represent 
the maximum capacit ies of the  mode--the upper l imi ts  of the 
applications. Each one of these modes can be jus t i f i ed  a t  much 
lower volumes. Light r a i l  t r a n s i t  can effect ively  serve 2,000 t o  
3,000 persons per hour. Further, peak-volume in one di rect ion i s  
not the only c r i t e r i on :  system performance and service qual i ty  a re  
often t he  dominant fac tors .  If  t h i s  i s  properly understood, i t  i s  
then obvious that  a  great number of our c i t i e s  have c o r ~ i d o r s  or  
enti re networks tha t  are su i t ab le  f o r  l igh t  r a i l  t r a n s i t . "  

I t  has been noted t h a t :  

"Non-capi t a l  - i  ntensive improvements of t r a n s i t ,  generally 
encompassed by t he  t e rn  ' t ranspor ta t ion system management, have 

3 ~ .  R .  Vuchie. "Current Trends: Problems and Prosoects of Liaht 
Rail Trans i t , "  Light Rail Transit :  Planning and ~ e c h n o l o ~ ~ ,  TRB specia l  
Report 182 (1978),  pp. 94-103. 



been undertaken in paral lel  with developments of l igh t  r a i l  
t r an s i t .  They are an indispensable element t o  achieve high quali ty 
t r a n s i t  service. However, these measures a1 one without provision 
of modern t r a n s i t  modes and exclusive rights-of-way may not be 
suff ic ient .  Experience outside of the U.S. shows that  long- and 
short-term improvements are best applied simultaneously in a 
coordi nated manner . . . [and] . . . good solutions of urban 
transportat ion problems have been achieved by using several 
d i f ferent  modes. L i g h t  r a i l  i s  an excellent basic t r a n s i t  c a r r i e r  
in medium an$ large c i t i e s  and has potential i n  special corr idor  
s i tuat ions .  " 

Transportation energy avai labi 1 i  ty and cost can strongly influence 

public t r a n s i t  ridership and the demand f o r  public t r a n s i t  vehicles of 
5 a l l  types. I t  has been estimated that  a decrease i n ava i l ab i l i ty  of 

three  mil lion barrels  of crude oil per day would resul t  i n  a 20% 

increase in t r a n s i t  ridership, which would t r an s l a t e  in to  a need f o r  

10,000 new buses, i f  buses were used exclusively. O n  the  other hand, 
due t o  the  increase of fuel -eff ic ient  cars in the  American automotive 

f l e e t ,  and possibly due t o  as-yet-undetected changes in t ravel  patterns 

and dri  vi ng behavior, petroleum used f o r  transportat ion i n the United 

States i s  decreasing. A t  present, American ref iner ies  are carrying 

excess inventories of crude o i l .  I t  i s  estimated tha t  t h i s  trend will 

continue. b 

I t  i s  also estimated t ha t  the petroleum use of the to ta l  
U.S; t ransportat ion sec to r  i s  10.113 million barrels per day ( M M B D )  and 

t h a t  the  to ta l  passenger ca r  use i s  5.117 M M B D ,  or  27% of the t o t a l .  I f  

between now and the  year 2000 the EPA-required gasoline mileage f o r  new 

cars r i ses  t o  27.5 miles per gallon, to ta l  passenger car  petroleum use 
will f a l l  t o  3.6 MMBD,  despite increases in to ta l  vehicle miles traveled 

per annum and t he  s ize  of the automotive f l e e t  a t  present rates. 3 u t  as 
the costs of petroleum and automobiles r i s e ,  and with i t  the costs of 

4 ~ .  S.  Diamant, e t  a l . ,  Light Rail Transit :  S ta te  of the Art 
Review, (DeLeuw-Cather Co., 1976), DOT-UT-50009. 

5 " ~ n e r g y ,  the Economy, and Mass Transit ,  " Off ice of Technology 
Assessment, Congress of the United Sta tes  (December 1975), OTA-T-15. 

6"~orkshop  o n  Heeds and Opportunities in Research and Development 
f o r  Automotive Fuel Efficiency," Office of Technology Assessment, 
Congress of the United S ta tes ,  10-12 September 1979. ( In  publication.) 



car ownership, e l e c t r i f i ed  pub1 i c  transportat ion should become an 

increasingly a t t r a c t i ve  a l ternat ive  f o r  a growing portion of automotive 

trip-maki ng. 

With regard t o  funding, the  Federal government continues i t s  

commitment t o  public t r a n s i t  and has increased i t s  estimated spending 

level t o  $3.4 b i l l ion  in  1 9 8 0 . ~  With Public Law 96223 "Crude Oil 

Windfall P rof i t s  Act of 1980," $227 b i l l ion  will be collected over the 

next ten years,  of which a l ternat ive  fuels  development and public 

t r a n s i t  will share 15%, or $34 bi l l ion.  All t o ld ,  present sources of 

funding should sus ta in  a funding level f o r  t r a n s i t  ro l l ing stock of $1 

bi l l ion per year (Federal share). 

1.2 Discussions with Industry and Government 

A meeting was held on July 3 ,  1980, with Mr. Steve Teel, Director, 

Rail Technology and Deployment, UMTA, and Mr. Jeffrey Mora of that  

office.  

Mr. Teel f e l t  t h a t  r a i l  c a r  technology i s  highly complex, being the  

cause of some car builders going o u t  of business. They a lso  c i ted  

unreasonable requirements specif ied by t r a n s i t  author i t ies  and  t h e i r  

consultants, who i n s i s t  on vehicles that  operate a t  f u l l  performance 

under "ANY" - a n d  " A L L "  - operati ng condi t i  ons , regard1 ess of whether the  

transport  authority was performing the  required maintenance, and  the  car  

builder assumi ng t o t a l  responsibi 1i ty f o r  l a t e  deliveries.  Teel/Mora 

also a t t r ibuted part of the f a i l u r e  t o  poorly written speci f ica t ions ,  

and t o  the  poor relat ionship between operators and car-bui lders. They 

expect tha t  t h i s  relat ionship will be improved within the next few 

years, thanks t o  s teps now being taken by UMTA in conjunction with 

general managers of T.A. ' s .  

One step i s  the standardization of terms and conditions--UMTA has 

created a Decision-Making Board composed of UMTA and T.A. general 

managers. 

7 
Subcommittee on Oversiqht and Review, Commi t t e e  on P u b 1  i c Works - 

and Transportation, U.S. House of Representatives, Urban Mass 
Transportation Administration's Technology Development and Equipment 
Procurement Programs (Washington, D.C.  : U.S. Government Printing Off ice,  
March 1980), Committee Pri n t  96-34. 



Another step i s  be t t e r  def in i t ions  and c r i t e r i a  t o  specify vehicle 

and component performance. This i s  part of the Rapid Transit Car 
Standardi za t i  on Program. A simi l a r  program i s we1 1 underway in regard 

t o  LRV's, f o r  which the ACC was formed (Authorities Conference 

Committee) , patterned a f t e r  the old and successful P C C  (Pres ident ' s  

Conference Committee). The part icipant  author i t ies  are Pittsburgh, 

Detroit ,  Port1 and, Buffalo, and Boston. Gased on past experience, Teel 

was def in i t e ly  against the establishment of a - new r a i l  ca r  builder 

without the experience necessary t o  carry o u t  a complete program, 

includi ng tes t ing and product support. 

I n  regard t o  the international market, Tee l ' s  reaction was 

pessimistic in view of the fac t  tha t  the European and Japanese markets 

have been closed t o  outsiders. The Central and S o u t h  American markets 
which appear t o  be developing a re  being aggressively pursued by large 

European consort iums, strongly supported by thei  r respective 

governments. 

Teel made available market projections of ra i  1 c a r  procurements 
developed by both the Office of Rail Technology and the  Office of 

Capital Grants. These documents were br ief ly  di scussed and compared 

with other data. Teel a l so  provided information regarding r a i l  ca r  

manufacturi ng labor content, broken down i n subsystems and components. 

Also on July 3 ,  1980, a meeting was held w i t h  Mr. Robert Day, 

Director, Equipment Procurement, AMTRAK, and Ms. Barbara C 1  ark, 

Congressional Affai r s ,  AFTRAK. 

Mr. Day discussed the future  procurement of r a i l  cars by AMTRAK, 

includi ng 400 t o  800 single-level cars in the next f ive  years. AMTRAK 

i s  extremely interested in  havinga s econdca rbu i l de r  in theU.S,  Mr. 

Day c i ted  the  recent procurement of 150 A m  Fleet I1 cars as an example 

of not  being able t o  take advantage of competitive pricing. 

Day said t ha t  AMTRAK was promoting the  takeover of the Pullman 

Standard I l l i n o i s  and/or Indiana plants by a n  established and reputable 
foreign ca r  builder; however, market projections appear n o t  t o  be 
a t t r a c t i ve  enough t o  encourage car  builders t o  proceed with fu r the r  

negotiations. Day f e l t  tha t  present legal procedures could be overcome, 



provided market projections present a s table  fu ture  picture. Pull man 

Standard i s  presently building an order of 284 bi -1 eve1 long-distance 

passenger cars f o r  AMTRAK, expected t o  be completed in mid-1981. Then 

Pullman Standard will close the  plant. I t  i s  understood t h a t  some of 

the tooling i s  already u p  f o r  sale.  

Bombardier (Canada) and  Japanese car  bui 1 ders have di scussed the  

poss ibi l i ty  of assuming t he  Pullman Standard plants, b u t  have not  gone 

forward. 

Day discussed the  refurbi shment of exist ing cars. A 1  t h o u g h  AMTRAK 

i s  now contracting with refurbi shnent shops in Idaho, Kansas, Delaware, 

and Florida, t h i s  work will eventually be brought back t o  AMTRAK's Beech 

Grove, Indiana shop, once the project on group conversion t o  head-end 

power i s  completed. A t  t h a t  time i t  i s  expected that  outside contract 

shops will n o  longer be required. 

AMTRAK may also be looking f o r  MU-type ra i l  cars f o r  t h e i r  newly 

assumed commuter operations, although refurbishment and conversion of 30 

metroli ner cars i s  also being considered. 

In addit ion,  AMTRAK, in conjunction with F R A Y  i s  evaluating high- 

speed ra i l  technology and cars around the  world (England, France, 

Germany, Japan, and Canada) f o r  the  Northeast Corridor Imp1 ementation 

Program. These vehicles would replace the exist ing Metro1 i  ners 

(approximately 100 cars a f t e r  1985). 

I n  discussions on ju ly  15, 1980 with Nicholas Pet ruzzel l i ,  

International Investment Economi s t ,  Export-Import Bank, i t  was noted 

that  "Ex-Im" has financed loans since 1934 t o  foreign governments 

covering many projects ,  including r a i l  equipment. I t  i s  the practice of 

the bank t o  finance U.S.-made equipment only. The loans are payable in 

periods of u p  t o  f i ve  years,  or  extended payments between s i x  and twelve 

years,  dependi ng on conditions. Petruzzell i said t ha t  "Ex-Im" i s  

willing t o  finance loans f o r  the  purchase of U.S.-made ra i l  passenger 

cars and would be pleased t o  discuss t h i s  matter in fu r the r  de ta i l .  He 

noted tha t  "Ex-Im" i s  presently in the  process of reopening an off ice  in 

the People's Republic of China. 



Discuss ions  were h e l d  w i t h  He len  Edge o f  t h e  R a i l r o a d  Progress  

I n s t i t u t e  (RPI) on  J u l y  17, 1980. Ms. Edge i s  w o r k i n g  on a  d r a f t  

p roposa l  t o  f u r t h e r  answer t h e  language o f  t h e  "Buy-Ameri ca" p r o v i s i o n  

o f  t h e  S u r f a c e  T r a n s p o r t a t i o n  Ac t  of 1980. Her  p roposa l  w i l l  a l s o  

respond t o  t h e  proposed i n c r e a s e  f r o m  50% t o  70% l o c a l  c o n t e n t  

r e q u i  rement f o r  f o r e i g n  manu fac tu re rs  t o  p a r t i c i p a t e  i n t h e  American 

market. The RPI p roposa l  w i l l  i n c l u d e  a  15% t o  23% b i d - p r i c e  "hand icap"  

i n s t e a d  o f  t h e  p r e s e n t  10%. T h i s  f i g u r e  has n o t  been dec ided  and RPI i s  

r e c e p t i v e  t o  suggest ions .  T h i s  f i g u r e  i s  ex t reme ly  i m p o r t a n t  because o f  

t h e  i r r e l e v a n c y  o f  t h e  70% l o c a l  c o n t e n t ,  if a  f o r e i g n  b i d d e r  i s  l o w e r  

by more t h a n  10% o f  a  U.S. b id .  Edge f e l t  t h a t  t h e  atmosphere i n  

Congress i s  such t h a t  t h e  chances f o r  pass ing  t h e  "Buy-America" 

amendment a r e  h igh.  Edge s u p p l i e d  R P I  market  p r o j e c t  i o n  i n f o r m a t i o n .  

A  v i s i t  has been a r ranged  w i t h  Raymond Royer, P r e s i d e n t ,  

Bombardier, Mon t rea l  and La P o c a t i e r e ,  Quebec, f o r  August 4, 1980. 

The New York City T r a n s i t  A u t h o r i t y  (NYCTA) and L.T. K l a u d e r  

( c o n s u l t a n t s )  a r e  p r e s e n t l y  work ing  on t h e  s p e c i f i c a t i o n s  f o r  t h e  new 

R-62 c a r s  t o  r e p l a c e  325 c a r s  50 f e e t  long.  Joe Sebas t iano  o f  t h e  NYCTA 

i n d i c a t e d  on J u l y  18, 1980 t h a t  he hopes t o  r e l e a s e  an RFP t h i s  f a l l ,  

and p l a c e  an o r d e r  i n  e a r l y  1981. I n  a d d i t i o n ,  NYCTA and Parsons 

B r i  n c k e r h o f f  a r e  p r e p a r i n g  s p e c i f i c a t i o n s  f o r  t h e  r e h a b i l i t a t i o n  o f  

t h e i r  R-10 and R-16 ( A F C - b u i l t )  c a r s  (300).  The r e f u r b i s h e d  c a r s  w i l l  

t h e n  become t h e  R-68. The work w i  11 be done, p r o v i d e d  t h a t  t h e  c o s t  o f  

r e f u r b i s h m e n t  i s  c o m p e t i t i v e  w i t h  t h a t  o f  new cars.  

Dav id  H a r r i s o n ,  S t a t e  o f  Mich igan,  Washington O f f i c e ,  has i n d i c a t e d  

t h a t  t h e  U.S. Senate has passed t h e  702 "Buy-America" amendment and t h a t  

i t  wi 11 be cons ide red  by t h e  House i n  September 1980. He emphasized 

t h a t  i f  t h e  Y i c h i g a n  Congressonal D e l e g a t i o n  i s  t o  be c a l l e d  upon t o  

suppor t  t h i s  amendment, a  d e c i s i o n  t o  t h a t  e f f e c t  must be made by mid-  

August 1980. 

1.3 Market  Scenar ios  

The market  p r o j e c t i o n s  p resen ted  i n  S e c t i o n  2.5 a r e  a  t a b u l a t i o n  o f  

known system and v e h i c l e  procurement p l a n s  f o r  new t r a n s i t  systems, 

ex tens ions  t o  e x i s t i n g  systems, o r  t h e  replacement of worn veh ic les .  



For new systems and major extensions the procedures required by UMTA 

(needs s tudies ,  impacts statements, a l ternat ives  analyses, preliminary 

and f ina l  engi neering, competitive bid, construction, and f i na l l y  

operation) can take eight  t o  twelve years. Replacement acquisi t ions can 
occur w i t h i n  two t o  three  years. These procedures tend t o  place an 

upper l imi t  o n  the  ra te  a t  which the  urban r a i l  t r a n s i t  market can grow 

and, perhaps, on the  t o t a l  rea l izable  s i z e  of that  market. During the  

balance of t h i s  study, the  t o t a l  potential (as  contrasted w i t h  

" rea l i zab le" )  market f o r  l igh t  r a i l  vehicles will be estimated based on 

a comparison of charac te r i s t i c s  of exis t ing l i gh t  r a i l  c i t i e s  and  other 
large c i t i e s  and  medium-sized c i t i e s .  This will represent an upper 

l imi t  on the various market projections. Secondly, a market scenario 

approach will be used t o  est imate the  impacts of energy ava i l ab i l i t y  and 

the  s t a t e  of the economy on probable market growth o r  lack thereof. The 

methodology t o  be used f o r  t h i s  purpose has been developed by the  Office 

of Technology Assessment, The U.S. and was used t o  estimate 

changes in t r a n s i t  r idership and the  resul t ing demand f o r  t r a n s i t  

vehicles in d i f fe ren t  energy and state-of-the-economy scenari 0s. 

Three a l t e rna t ive  energy futures were considered with regard t o  

reduct ion in oi 1 supply: 

Mild -- Decrease of one mi 11i on barrels  of crude oi 1 per day - 
followed by 3% per year growth ' in oi 1 consumption. 

Moderate -- Decrease of three million barrels  of crude oil  per day 
followed by a !.5%per year  growth ra te .  

Severe -- Decrease of s ix  million barrels  of crude oi 1 per day 
within f i ve  years. 

Two d i f fe ren t  futures concerni ng the  economy were a lso  considered: 

Recession -- 9% unempl oyment 

Depression -- lo+% unempl oyment 

These "futures" were based upon relat ionships developed between 

unemployment and gasoline availabi 1 i t y  and t r a n s i t  r idership,  the  impact 
of a va r i  ety of potent i a1 government pol i ci es ( f  ree-f are t rans  i t ,  

8 " ~ n e r g y ,  the  Economy, and Yass Transi t , "  Office of Technology 
Assessment, Congress of the  United Sta tes  (December 1975), OTA-T-15. 



increases in commuter parking costs ,  other a u t o  controls and  sanctions) 

and of an increasing price of gasoline on t r an s i t  r idership,  the t r a n s i t  

industry, employment, energy consumption, and estimated required 

increases in the  number of t r a n s i t  vehicles, by type. 

With adjustments, the OTA methodology and  data appear su f f i c ien t  t o  

project 1 ight and heavy passenger r a i l  vehicle requi rements f o r  various 

energy and economi c condi t i  ons over the t i  me peri od 1380-85-90. 

The resu l t s  of t h i s  task are reported in Section 2 . 5  and Appendix 

1.5 Market Projections 

Most ca r  builders with in te res t  and  potential t o  establish 

manufacturing f a c i l i t i e s  in Michigan already have a l i n e  of l igh t  and 

heavy ra i l  passenger vehicles ready fo r  production. This condition 

supports the ra t ionale  t o  evaluate the en t i r e  ra i l  passenger vehicle 

market, which could provide greater  quantity and  business continuity. 

Past,' present, and fu tu re  potential orders of vehicles, i  ncludi ng 

LRV's, heavy r a i l  rapid t r a n s i t ,  and commuter/main l ine  are shown in 

Tables 1 ,  2 ,  and 3 .  This breakdown f a c i l i t a t e s  the evaluation of 

technology and labor content required by each type of vehicle. Table 4 . 

i s  a summary of the preceding tables.  

The project ions were thoroughly di scussed with representatives of 

government agenci es and industry , with speci a1  consideration devoted t o  

properties which have a1 ready demonstrated and/or jus t i f i ed  through 

a l ternat ives  analysis the  need f o r  mass t r a n s i t  systems. Properties 

w i t h  remote possi bi 1 i  t i e s  of jus t i f i ca t ion  were di sregarded. ivlost 

properties were contacted di rect ly. 

I n  addition, the projections were a l so  compared t o  UMTA provisions 

containing five-year authorizations, discretionary grants, and  formula 

grant programs (capital  and  operating) f o r  mass t r an s i t  systems. These 

Authorization bi 11s were favorably reported by the  Senate Committee on 
Banking, Housing, and Urban Affairs ,  and the  House Committee on Public 

Works. Also, a d r a f t ,  "Domestic Preference f o r  Rail Car Industry," 



TABLE 1 

L i g h t  R a i l  T r a n s i t  V e h i c l e s :  
North America Market 

.................................................................... 
O p e r a t i n g  I O rde r  I Veh ic l e  I Number of I 
A u t h o r i t y  I S t a t u s  I Type I V e h i c l e s  I Remarks 

---------------+-------- f - ------------+-----------+-------------------  

I I I I 
Boston 1 1973 1 6-ax le  I 130  1 Boeing 
META I I I I USA 

I I I I 
San F r a n c i s c o  1 1973 1 6 - a x l e  I 100 1 Boeing 
MUNI I I I I USA 

Toron to  
(Canada) 

Edmonton 
(Canada ) 

Cal ga ry 
(Canada)  

C leve land  
GCRTA 

I I 
P h i l a d e l p h i a  1 1979 1 
SEPTA I I 

I I 
San Diego 1 1979 1 
MTD B I I 

I I 
Buff a1 o 1 1980 1 
NFTA I 1 

I I 
Boston 1 1981 1 
MBT A I I 

I 
I UTC (Hawker 
I S i d d e l e y )  Canada 
I 
I Siemens-DuWag 
I Germany 
I 
I Siemens-DuWag 
I Germany 
I 
I Breda 
1 I t a l y  
I 
I Kawasaki 
I J apan  
I 
I Siemens-DuWag 
I Germany 
I 
I 
I 
I 
I T e s t i n g  e x i s t i n g  
1 v e h i c l e s  

I I I I 
Newark 1 1981 1 4 - a x l e s  I 25  1 
DOT I I I I 

I I I I 
P i t t s b u r g h  1 1980 1 M.A. I 55 I 
PAT I I I I 

I I I I 
D e t r o i t  1 1982 1 SLRV Type I 87  1 Number o f  c a r s  
SEMTA I I I I e s t i m a t e d  on SLRV 

I I I I 
P o r t  l a n d  1 1983 1 6 - a x l e s  I 26 1 !iai t i  ng approva 1 
TRI MET I I I I .................................................................... 



TABLE 1--Continued 

O p e r a t i n g  I O rde r  I V e h i c l e  I Number of  I 
A u t h o r i t y  I S t a t u s  I Type I Veh ic l e s  I Remarks 

Denver 
I I I I 
1 1983 1 6 - a x l e s  I 7 0  1 P r o j e c t  unde r  s t u d y  
I I I I 

San J o s e  1 1984 1 4 - a x l e s  I 40 1 A l t e r n a t i v e  a n a l y s i s  
I I I I underway 
I I I 

Honolulu 1 1984 1 N.A. I 
I I I 

To ron to  1 1984 1 4 - a x l e s  I 
(Canada ) I I I 

I I I 
Boston 1 1985 1 4 - a x l e s  I 
MBTA I I 6 - a x l e s  I 

I I I 
P h i l a d e l p h i a  1 1986 1 4 - a x l e s  I 
SEPTA I I I 

I I I 
Vancouver 1 1986 1 4 - a x l e s  I 
(Canada ) I I 6 - a x l e s  1 

I I I 
Quebec C i t y  1 1990 1 4 - a x l e s  I 
(Canada ) I I 6 - a x l e s  I 

I I I 
San F r a n c i s c o  1 1990 1 6 - a x l e s  I 
MUNI I I I 

I 
I Wa i t i ng  approva l  
I 
I Expansion and 
I r e p l a c e  

I I I I 
Boston 1 1990 1 N.A. I 20 1 
MUNI I I I I 

I I I I 
Sacramento 1 1990 1 6 - a x l e s  I 30 1 

I I I I 
Denver 1 1990 1 I 7 0  I 

I I I I 
Dayton 1 1990 1 M.A. I 30 1 

I I I I 
New York C i t y  1 1990 1 N.A. I 20 1 
( 4 2 n d S t . )  I I I I 

I I I I 
Montreal 1 1990 1 4 - a x l e s  1 100 o r  I 
(Canada ) I I 6 - a x l e s  I 150 1 

I I I I 
R o c h e s t e r  1 1 9 9 0  1 N.A. I 30  1 . .............................................. 



TABLE 1--Continued 

............................................................... 
Operating I Order I Vehicle I Number of I 
Authority 1 Status I Type I Vehicles I Remarks 

--------------+----------+-------------+-------------+----------- 
I I I I 

Louisvi 1 l e  1 1990 1 4-axles 1 29 o r  I 
I I 6-axles I 30 1 
I I I I 

Dallas 1 1990 1 N . A .  I 50 1 
I I 1 I 

Chicago 1 1990 1 N.A.  I 70 1 
I I I I 

S t .  Louis 1 1990 1 N.A. I N.A. I 
I I I I 

Houston 1 1990 1 N.A. I N .A.  I 

prepared by t he  Railway Progress I nst i  t u t e Y 9  reports " that  there may be 

u p  t o  s ix  b i l l i on  dollars  in public funds spent f o r  r a i l  passenger 

transportat ion equipment over the  next s ix  years. " 

Figure 2 i s  a graphic description of the r a i l  vehicles market over 

the period 1968 t o  1980, and i s  presented f o r  reference purposes. 

Figures 3 and 4 a re  graphic descriptions of Figure 2 ,  showing the  

projected number of vehicles t o  be purchased over the next f ive  and 

f i f t e en  years by categories and  as a combined t o t a l ,  respectively. For 
reference purposes, r a i l  vehicle orders between 1977 and 1980 are  shown. 

The projections again indicate some of the problems pointed o u t  by the  

industry as one of the major causes of inab i l i ty  t o  serve the  market 

properly.10 I n  t h i s  case, however, the apparent e r r a t i c  d i rect ion of 

the market i s  due t o  the  f a c t  that  i t  i s  based on the year in  which the 

order will be placed. Actual production and delivery of the vehicles 

will occur over a longer period of time, balancing the  cash flow a n d  the  

al location o f  resources of the carbuilder. 

' ~ e ~ 0 r - t  i n progress. 

'OC. J .  Schlemmi r ,  Vice President, Transportation Systems Business 
Division, G . E . ,  "A Manufacturer's View of the Transit Market." Paper 
presented a t  the A P T A  Rapid Transit  Conference, 17 June 1980. 



TABLE 2 

Heavy Rail Rapid Transit Vehicles: 
North American Market Projections 

Operat ing Order Vehic le Number o f  
du tho r i  t y  Vehic les Remarks 

Chicago 
CTA 

Ni ami 
Ja l  t imo re  

Washington 
WMATA 

Ph i l ade lph ia  
SEPTA 

Chicago 
CTA 

Washington 
UM AT A  

C l  eve1 and 
GCRTA 

New York 
N Y CTA 

New York 
NYCTA 

San Francisco 
BART 

San Francisco 
BART 

Los Angelesx 

Chicago 

Xew York 

Chicago 
CTA 

Toronto 

48' Long 
A l l  E l e c t r i c  
S ta in less  Steel  

75' Long 
S ta in less  Stee l  

75'  Long 
A1 umi num 

67' Long 
S ta in less  Steel  

48' Long 
A1 1  E l e c t r i c  
S ta in less  Steel  

75'  Long 
A1 umi num 

75' Long 
Pantograph 

60' Long 
(Length under 
s tudy)  

75' Long 
R-68 

75 ' Long 

75' Long 

75' Long 

48' Long 
A l l  E l e c t r i c  
S ta in less  Steel  

75' Long 

48' Long 
A l l  E l e c t r i c  
S ta in less  Stee l  

Same as present  
veh ic les  (rubber 
wheels ) 

S i m i l a r  t 3  
present  veh i c l es  

300 

208 

94 

125 

300 

200 

60 

280 

300 

. 90 

60 

SO* 

300 

350 

370 

N.A. 

N.A. 

Buad Comoany 
USA 

Budd Comoany 
USA 

Breda, i t a l j  

Kawasaki, Japan 

Opt ion w i t h  Judd Company 

Opt ion w i t h  areda, I t a l y  

Funded--Speci f i  ca t i ons  
i n  p repa ra t i on  

Funded--Speci f i c a t i o n s  
i n  p repa ra t i on  

New cars purchased i f  
overhaul costs too  h igh  

Funded--Specif i  c a t i  ons 
i n  p repa ra t i on  

F o l l  ow-on order  

701 lcw-on 'rom 1985 

System expansion 

System sxoansion 

* A t  t h i s  p r i n t i n g  i t  was learned t h a t  the  Los Atigeles system order  date  has been changed f rom 
1984 t o  1983, and the q u a n t i t y  o f  veh ic les  increased from 50 t o  120. 



TABLE 3 

Commuter/Mai n Line Rai 1 Vehi cl es : 
North American Market--Present and Projected 

Operat ing 1 Order 1 Veh ic le  
Author i  t y  Sta tus  Type / Number Of 1 Remarks Vehic les 

Connect icu t  DOT 
k t r a k  

Chicago 
CT A 

Amtrak 

hew Jersey 
DOT 

Northern Ind iana 
South Shore L ine  

New York 
MTA 

Michigan DOT 
k t r a k  

Cal t rans IS.  P a c i f i c  

Alaska 

h t r a k  

Ph i l ade lph ia  

h t r a k  

Amtrak 

Cet ro i  t 
SEMTA 

Cal t r ans  
S. P a c i f i c  

Via Ra i l  

Amtrak 

Via R a i l  
Canada 

Se l f - p rope l l ed  d i e s e l  
SPV-2000 

Loco. Hauled 
Push-pul l  

Loco. Hauled 
Medi urn Distance 
AM F lee r  I1  

Push-Pul 1 
( Pul lman MBTA) 

E l e c t r i c  MU 
Commuter 

E l e c t r i c  MU 
Comuter  

Se l f - p rope l  l e d  d i e s e l  
SPV-2000 

Loco. Hauled 
G a l l e r y  Cars 
(RTA Type--Go T r a n s i t )  

Se l f - p rope l  l e d  d i e s e l  
SPV-2000 

Loco. Hauled 
Long Dl stance 
S ing le  Level 
Coacn/Sleep/Ol ne r  

Comuter' E l e c t r i c  M.V. 

Commuter E l e c t r i c  M.V. 

Loco. Hauled 
Long Distance 
S ing le  Level 
Coach/Sleep/Diner 

Loco. Hauled 
Push-Pull 
Double Deckers 
(RTA Type--Go T r a n s i t )  

Loco. Hauled 
Push-Pull 
Double Deck 

Loco. Hauled 
Se l f -p rope l  l e d  
Long Distance 

Loco. Hauled 
Long Distance 

, S ing le  Level 
Coach/Sleep/Di ner  

Loco. Hauled 
Sel f -Prope l  l e d  
Long Distance 

Budd Company 
USA 

Budd Company 
11SA 

Rudd Ccrnpany 
USA 

Sombardi e r  

Funded RFQ o u t  

Funded 

New cars  o r  converted 
metro 1 i n e r s  

i o l  1 ow-on o rde r  

Ann Arbor and Pont iac  
routes ;  M t .  Clenens 
may f a l l  ow 

Follow-on order  

Fa1 1 ow-on order  

Follow-on order  



T A B L E  3--Continued 

goera t i ng  Order 
A u t h o r i t y  

~ o n t r e a l  1988 
Zegional T r a n s i t  

Veh ic le  Number o f  
Type Vehic les 

Loco. Hauled 200 
Long Distance 
S ing le  Level 
Coach/Sleep/Di ner  I 
Commuter 
Loco. Hauled 
E l e c t r i c  M . V .  

Amtrak / 1980 1 M e t r o l i n e r  MK I1  
N.E. Co r r i do r  

T A B L E  4 

Summary of Rail Passenger Vehicles 
North America Project ions : 1980-85 

Remarks 

Fol 1 ow-on o rde r  

Metro1 i ner  rep1 acement 
FRA eva lua t i on  

I I Additional Production 
Vehicle Type I 19 80 I To 1985 

Light Rail 
I I 

Rapid Transit  1 10,200 1 1990 
I I 

Comrnuter/l4ain Line I 5,500 1 1574 

Tot  a1 

As indicated i n  Section 1.3 of t h i s  report ,  during the  balance of 

t h i s  study other large a n d  medium-sized c i t i e s  will be analyzed with 

regard t o  population density a n d  other fac to rs ,  t o  develop an estimated 

maximum potential market f o r  LRV's in North America. The market 

potent i  a1 f o r  ra i  1 passenger ca r  heavy ma i n t  enance a n d  ref urbi s hment i  n 
North America will a l so  be evaluated. Finally,  using t he  scenarios 

approach di scussed i n Sect ion 1.3, contingency market projections wi 11 

be made as a function of energy and economic constraints .  
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2 .  PART TWO : ECONOMIC DEVELOPMENT ANALYSIS 

L i t e r a t u r e  Search 

The l i t e r a t u r e  search  conducted f o r  b o t h  p a r t s  o f  t h i s  s tudy  can be 

found  i n  S e c t i o n  1.1 and t h e  Reference s e c t i o n .  

2.2 D iscuss ions  w i t h  I n d u s t r y  and Government 

T h i s  s e c t i o n  d e t a i l s  t h e  d i s c u s s i o n s  w i t h  government, i n d u s t r y ,  

and o t h e r  observers  conce rn ing  t h e  p r o s p e c t s  and problems o f  l i g h t  r a i l  

v e h i c l e  (LRV) m a n u f a c t u r i n g  i n  t h e  U n i t e d  S ta tes .  Most o f  t h i s  s e c t i o n  

r e v o l v e s  around t h e  n a t u r e  o f  t h e  market  and t h e  p r o d u c t i o n  techno logy .  

Concerni  ng t h e  fo rmer ,  procurement p o l  i c i  es as exempl i f  i e d  by UMTA 

r e g u l a t i o n s ,  "Buy Amer ica"  p r o v i s i o n s ,  and l o c a l  t r a n s i t  a u t h o r i t y  

s p e c i f i c a t i o n s  domi n a t e  t h e  exami na t i on .  D i scuss ions  o f  p r o d u c t i o n  

techno logy  r e v e a l e d  1 i tt l e  consensus among t h e  manufac turers  about 

p o s s i b l e  c o n f l i c t s  w i t h  t h e  needs o f  t h e  market. 

T h i s  s e c t i o n  addresses t h e  v a r i o u s  i s s u e s  i n v o l v e d ,  w i t h  t h e  

v i e w p o i n t  o f  t h e  observers  summarized. The f i r s t  s e c t i o n  b r i e f l y  

d e s c r i b e s  t h e  c u r r e n t  s i t u a t i o n  i n  t h e  passenger r a i l  c a r  market. T h i s  

q u i t e  n a t u r a l l y  leads  t o  a  d i s c u s s i o n  o f  t h e  U.S. i n d u s t r y ' s  c o m p e t i t i v e  

p o s i t i o n  and e f f o r t s  by t h e  Federa l  government t o  a s s i s t  t h e  domest ic  

i n d u s t r y .  A l l  o f  t h i s  p r e s e n t s  t h e  env i ronment  i n  wh ich  any f o r e i g n  c a r  

b u i l d e r  would have t o  opera te .  The l a s t  s e c t i o n  exami nes t h e  p rospec ts  

o f  t h e  f o r e i g n  c a r  b u i l d e r s  as seen by domest ic  observers  and t h e  

f o r e i g n  c a r  b u i l d e r s  themselves. I t  a l s o  covers  s e v e r a l  o t h e r  i s s u e s  

which may be o f  i n t e r e s t  t o  p o t e n t i a l  c a r  b u i l d e r s .  

The C u r r e n t  S i t u a t i o n .  There a r e  no d o m e s t i c a l l y  owned 

manufac turers  o f  mass t r a n s i t  r a i l  v e h i c l e s  c u r r e n t l y  o p e r a t i n g  i n  t h e  

U n i t e d  S ta tes .  Pu l  lman-Standard i s  d i s m a n t l i n g  i t s  r a i l  passenger c a r  

b u i l d i n g  f a c i 1  i t i e s .  The Budd Company i s  p r i m a r i l y  U.S.-managed and i s  

manu fac tu r i ng  r a i l  passenger v e h i c l e s  ( n o t  LRV's ) ,  b u t  i t  has been a  

who1 l y  owned s u b s i d i a r y  o f  Thyssen Ak t i engese l  l s c h a f t  (Germany) s i n c e  

1978. Boei  n g - V e r t o l  (U.S.) has not  produced an LRV s i n c e  1976. Two 

fo re ign-owned and -managed f i r m s  a r e  c u r r e n t l y  assembl ing  mass t r a n s i t  



ra i l  vehicles in the  U.S. Kawasaki (Japan) i s  assembling LRV's and 

rapid trans it cars f o r  Phi 1 adelphia. Franco-Be1 ge (France)--which 

recently f i l ed  f o r  bankruptcy--i s assembl i  ng rapid t r a n s i t  cars f o r  

Atlanta. Another foreign firm, Breda ( I t a l y ) ,  received the contracts 

f o r  Cleveland LRV's and Washington, D . C .  subway cars. Assembly plans fo r  

these contracts have not  ye t  been f inal ized.  A small order f o r  LRV's 

f o r  San Diego was won by the  DuWag/Siemens consortium (Germany). Since 

t h i s  order was n o t  funded by UMTA, the  provisions of the "Buy America" 

Act (discussed in deta i l  l a t e r )  do n o t  apply and assembly i n  the  U.S. i s  

not required. Bombardier (Canada) recently won a contract f o r  commuter 

ra i l ca r s  from the  S t a t e  of New Jersey and announced that  i t  will 

construct i t s  f i r s t  U.S. r a i l c a r  assembly plant within the  year. l1 A 

nurnber of foreign firms appear t o  have strong competitive positions i n  

some immi nent procurement deci s i  ons. 

This s i tua t ion  natural ly prompts several questions. Why i s  the 

U.S. presence i n  the r a i l  mass t r a n s i t  market so negligible? What 

advantages do the  foreign firms have in mass t r an s i t  r a i l  manufacturing? 

Why are  foreign companies so in teres ted and competitive i n  the  

U.S. market? What implications does t h i s  have f o r  the  indust r ia l  

development of Southeast Michigan? The issues are qui te  involved b u t  

several fac tors  seem t o  predomi nate the  discussion and 1 i  terature.  

The Competitive Position of the  U.S. Industry. I n  response t o  a 

request from the  U.S. Senate 's  Subcommittee on Transportation and the  

Committee on Appropriations, the  Comptrol l e r  General of the 

U.S. prepared a report.'' This report attempted t o  assess ,  among other 

things, the reasons why U.S. urban r a i l c a r  manufacturers were not 

competitive. The report c i t ed  several reasons f o r  the lack of domestic 

competition in the  urban r a i l c a r  market. Among the  more important were 

the i r regular  timing of orders, the  r e s t r i c t i ve  terms and conditions 

placed on the manufacturers by the  t r a n s i t  author i t ies ,  and the  small 

""~anadian Company t o  Construct I t s  F i r s t  Railcar Plant i n  the  
U.S. ," American Metal Market (July 2 1 ,  1980). 

lZ~omptrol  l e r  General of the United S ta tes ,  General Accounting 
Office, "Problems Confronting U .  S. Urban Rai l c a r  Manufacturers in the  
International Market," CED-79-66 (July 9 ,  1979). 



s ize  of most orders. Discussions with other par t ies  a lso  c i ted  the  

complex technology involved, poorly written speci f ica t ions ,  and poor 
communication between the t r a n s i t  author i t ies  and the ca r  builders as 

fac tors  contributing t o  the demise of the domestic industry. The 
problem w i t h  most of these factors  i s  that  they do no t  explain the  issue 

at  hand--the re la t ive  decline of the domestic industry vis-a-vis the 
foreign competition. I r regular  timing o f  orders, r e s t r i c t i ve  terms and 

conditions, complex technology, e tc . ,  a f fect  a1 1 competitors for  a given 
project--not just  domestic builders. A 1  t h o u g h  the  Comptrol l e r  General ' s  

report and our discussions with industry and government d i d  not 

exp l ic i t ly  ar r ive  a t  the following conclusion, our e f fo r t s  point t o  the 

small individual order s i z e  as being the  key factor  in the lack of 

domestic competitiveness. This conclusion deserves some jus t i f i ca t ion .  

Much of Arneri can industry i s  standardized and mass-producti on 
oriented. Many orders f o r  LRV's and other urban passenger ra i l ca r s  are 

small and require customized production. This 1 eads t o  a contradiction 

between the profi table capabi l i t ies  of U.S. producers and the  

requirements of the market. One domestic producer indicated t ha t  i t  
needed a 100-car order t o  be interested and a 300-car order t o  be t ru ly  

prof i table .  From the  North American market projections contained in  

Section 1.5 of t h i s  study, only 5 of 25 projected L R V  orders t o  1990 
will be 100 o r  more cars. The average order s i ze  f o r  LRV's using the  

highest estimated order t o  1990 i s  6 2  cars. The domestic s i tuat ion 

contrasts  sharply with the s i tuat ion in other countries. Canada, a 

country with one-tenth the population of the U.S., has three passenger 

r a i l c a r  wanufacturers and a t r an s i t  systems design, management, and 

development firm. I t a ly  has a t  l e a s t  two passenger car  builders, while 
Belgium and Switzerland have three  each, and Germany, France, and Japan 

have f ive  or more. I t  i s  also in teres t ing t o  note that  since 1960, the 

average order s i ze  f o r  38 contracts of Swiss-built LRV's has been under 

twelve. One foreign firm indicated that  i t  expects each order t o  be 

somewhat d i f ferent  i n  design. To the  extent that  these foreign firms 
are  not capital  - i  ntensive, mass-production operations, we can conclude 
that  capital  - i  ntensive, mass-production-ori ented U.S. firms would be a t  
a competitive disadvantage in the current L R V  market s i tuat ion.  



There are,  o f  course,  some cavea ts  i n v o l v e d .  There i s  much we do 

no t  know about  t h e  f o r e i g n  o p e r a t i o n s  and about  p r e s e n t  and p o t e n t i a l  

LRV m a n u f a c t u r i n g  techno logy.  There  a r e  i n d i c a t i o n s  t h a t  some o f  t h e  

f o r e i g n  companies r e c e i v e  s u b s i d i e s  and some c o u l d  be q u i t e  c a p i t a l -  

i n t e n s i v e .  It i s  a l s o  p o s s i b l e  t h a t  u n i t  l a b o r  c o s t s  a r e  l o w e r  

overseas, p a r t i c u l a r l y  f o r  a  1  ow-volume opera t i on .  The p o s s i b l e  

impor tance o f  t hese  f a c t o r s  i s  d im in i shed ,  a l t h o u g h  n o t  e l i m i n a t e d ,  by 

t h e  "Buy America" p r o v i s i o n s .  Th is ,  i n  essence, r e q u i r e s  a  f o r e i g n  

b u i l d e r  t o  p e r f o r m  f i n a l  assembly and sou rce  51% of t h e  components i n  

t h e  U n i t e d  S ta tes .  T h i s  wou ld  s u b s t a n t i a l l y  l e s s e n  any l a b o r  c o s t  o r  

government subs idy  advantage a  f o r e i g n  f i r m  may have. The o n l y  

c o n c l u s i o n  we can draw a t  t h i s  t i m e  i s  t h a t  U.S. f i r rns  appear t o  be 

u n c o m p e t i t i v e  and t h e  n a t u r e  o f  t h e  LRV market  i s  p a r t i a l l y  t o  blame. 

Federa l  E f f o r t s  t o  A s s i s t  t h e  U.S. I n d u s t r y .  A c t i v e  Federa l  

government e f f o r t s  t o  a s s i s t  t h e  domest ic  i n d u s t r y  have t a k e n  two forms. 

F i r s t ,  t h e  Federa l  government th rough  t h e  Urban Mass T r a n s i t  

A d m i n i s t r a t i o n  (UMTA) has a t tempted  t o  make t h e  market  more a t t r a c t i v e  

t o  domest ic  ,producers. Second, t h e r e  a r e  s t a t u t e s  which p r o t e c t  t h e  

U.S. market  f o r  domest ic  producers.  Each o f  t hese  w i l l  be examined i n  

t u r n .  

The C o m p t r o l l e r  General  ' s  r e p o r t  and o u r  d i s c u s s i o n s  w i t h  UMTA have 

r e v e a l e d  seve ra l  s t e p s  wh ich  UMTA has t a k e n  o s t e n s i b l y  t o  a s s i s t  

domest ic  manufac turers .  On t h e  i s s u e  o f  o r d e r  t i m i n g ,  t h e r e  appears t o  

be 1  i t t l e  wh ich  UMTA can do. I t  encourages an o r d e r l y  t i m i n g  o f  b i d s ,  

b u t  UMTA has l i t t l e  c o n t r o l  o v e r  t h e  a v a i l a b i l i t y  o f  l o c a l  sha re  f u n d i n g  

and b i d  l e t t i n g .  

To c o u n t e r  t h e  prob lem o f  p o o r l y  w r i t t e n  o r  unreasonab le  t r a n s i t  

a u t h o r i t y  s p e c i f i c a t i o n s ,  UMTA i s  a t t e m p t i n g  t o  s t a n d a r d i z e  terms and 

c o n d i t i o n s .  A  dec i  sion-mak i ng board  composed o f  UMTA o f f  i c i  a1 s  and 

r e p r e s e n t  a t  i v e s  o f  t r a n s i t  a u t h o r i t i e s  has been formed. An account  o f  

a c t i o n s  t a k e n  t o  mid-1979 i s  c o n t a i n e d  on pages 15 t o  18 o f  t h e  

Comptrol  l e r  General ' s  r e p o r t .  

Severa l  approaches have been t a k e n  on t h e  i s s u e  o f  sma l l  o r d e r  

s ize .  UMTA has encouraged j o i n t  a u t h o r i t y  purchases w i t h  some success. 

I t  i s  a l s o  t r y i n g  t o  b e t t e r  d e f i n e  t h e  s p e c i f i c  c r i t e r i a  f o r  v e h i c l e  and 



component performance. A  p r e v i o u s  a t t e m p t  a t  r a i l  v e h i c l e  

s t a n d a r d i z a t i o n ,  t h e  U.S. S tandard  L i g h t  R a i l  V e h i c l e  by B o e i n g - V e r t o l ,  

was g e n e r a l l y  d i s a p p o i n t i n g .  There i s  c u r r e n t l y  a n o t h e r  e f f o r t  i n  t h i s  

area. The A u t h o r i t i e s  Conference Commi t t e e ,  composed o f  t h e  t r a n s  i t  

a u t h o r i t i e s  o f  Boston,  B u f f a l o ,  D e t r o i t ,  P i t t s b u r g h ,  and P o r t l a n d ,  i s  

t r y i n g  t o  r e p l i c a t e  t h e  f e a t  o f  t h e  o l d  (and s u c c e s s f u l )  P r e s i d e n t ' s  

Conference Commi t t e e  f o r  LRV s t a n d a r d i z a t i o n .  

None o f  t h e  s t e p s  o u t l i n e d  above would h i n d e r  f o r e i g n  c o m p e t i t i o n .  

I n  f a c t ,  b e t t e r  o r d e r  t i m i n g  and s p e c i f i c a t i o n  a r e  t o  t h e  advantage o f  

t h e  f o r e i g n  as w e l l  as t h e  domest ic  manufac turer .  A l t hough  l a r g e r  o r d e r  

s i z e  may work t o  t h e  advantage o f  domest ic  p roducers ,  t h i s  w i l l  no t ,  per 
se, h i n d e r  t h e  f o r e i g n  compe t i t o rs .  UMTA i s  a p p a r e n t l y  t r y i n g  t o  remake - 
t h e  market  so t h a t  i t  conforms t o  t h e  predominant  Amer ican mass- 

p r o d u c t i o n  techno logy .  I t  i s  n o t  a t  a l l  c l e a r  t h a t  t h i s  w i l l  be 

success fu l .  The r e l u c t a n c e  o f  domest ic  p roducers  t o  e n t e r  t h e  L R V  

market  i s  based, i n  p a r t ,  on t h e i r  p e s s i m i s t i c  assessment of t h e  market. 

UMTA may be a b l e  t o  make t h e  market  m a r g i n a l l y  more a t t r a c t i v e  b u t  t h e r e  

a r e  c o n s i d e r a b l e  doubts  on t h e  p a r t  o f  t h e  domest ic  manu fac tu re rs  as t o  

i t s  u l t i m a t e  v i a b i l i t y .  

The Federa l  government has s e v e r a l  t o o l s  f o r  p r o t e c t i n g  t h e  

domest ic  passenger r a i l c a r  manufac turers .  Probab ly  t h e  l e a s t  e f f e c t i v e  

i s  t h e  U.S. t a r i f f .  Tab le  5 d e t a i l s  t h e  U.S. t a r i f f s  e f f e c t i v e  i n  

mid-1980 a f t e r  t h e  f i r s t  o f  f i v e  y e a r l y  c u t s  n e g o t i a t e d  i n  t h e  Tokyo 

Round o f  t h e  General Agreements on T a r i f f s  and Trade. 

One i n d u s t r y  source  contended t h a t  ve ry  few r a i l  v e h i c l e  i m p o r t e r s  

p a i d  t h e  f u l l  10.9% t a r i f f  f o r  i t e m  690.10, o r  t h e  18% t a r i f f  f o r  i t e m  

690.15, Rather ,  t h e  v e h i c l e s  were impor ted  i n  m a j o r  subassembl ies and 

t h e  t a r i f f s  were 5.3% ( f o r  i t e m  690.40) and 8.6% ( f o r  i t e m  690.35), 

r e s p e c t i v e l y .  The re fo re ,  t h e  l e v e l  o f  p r o t e c t i o n  o f f e r e d  by t a r i f f s  i s  

q u i t e  low. A d d i t i o n a l l y ,  t a r i f f s  w i l l  d rop  by a lmost  30% o v e r  t h e  nex t  

f o u r  y e a r s  as t h e  Tokyo Round n e g o t i a t i o n s  t a k e  e f f e c t .  

The s t r o n g e s t  p r o t e c t i o n  i s  a f f o r d e d  t h e  domest ic  p roduce r  by t h e  

"Buy Amer ica"  p r o v i s i o n s  o f  t h e  S u r f a c e  T r a n s p o r t a t i o n  A s s i s t a n c e  Ac t  o f  

1978. C u r r e n t  UMTA g u i d e l i n e s  s p e c i f y  t h a t  f i n a l  assembly must t a k e  

p l a c e  i n  t h e  U.S. and t h a t  51% o f  t h e  v a l u e  o f  t h e  components must be o f  



T A B L E  5 

Relevant  U. S. T a r i f f s  

................................................................... 
U.S. T a r i f f  I I 

Schedul e Number I Descri  p t  i on I T a r i f f  
------------------+-----------------------------+------------------  

I I 
690.05 I Locomotives and Tenders 1 5.3% ad valorem 

I I 
690.10 I S e l f - p r o p e l l e d  passenger  o r  1 10.9% ad valorem 

I f r e i g h t  v e h i c l e s  I 
I I 

690.15 I Non-self-propel l e d  1 18.0% ad valorem 
I r o l l  i ng s tock I 
I I 

690.25 I I r o n / s t e e l  a x l e s  p a r t s  1 0.5% ad valorem 
I I 

690.30 I I r o n l s t e e l  wheels p a r t s  I f r e e  
I I 

690.35 I P a r t s :  non-se l f -p rope l led  1 8.6% ad valorem 
I r o l l i n g  s tock  ( i t em 690.15) 1 
I I 

690.40 I All o t h e r  p a r t s  1 5.3% ad valorem 
I I 

682.45 I E l e c t r i c  motors between 1 4 . 4 h d  valorem 
I 20 hp and 200 hp I 
I I 

692.50 I E l e c t r i c  motors over  200 h p  1 5.8% ad valorem ................................................................... 

domestic o r i g i n .  Waivers may be g ran ted  i f  one of t h e  fo l lowing  f o u r  

c o n d i t i o n s  i s  met: 

(1) Appl ica t ion  of "Buy America" would be i n c o n s i s t e n t  wi th  p u b l i c  

i n t e r e s t .  

( 2 )  Appl ica t ion  would r e s u l t  i n  unreasonable  c o s t  a f t e r  g r a n t i n g  

a p p r o p r i a t e  p r i c e  ad jus tments  t o  domestic products  based on t h a t  

p o r t i o n  of p r o j e c t  c o s t  l i k e l y  t o  be re tu rned  t o  the  U.S. and t o  

t h e  s t a t e s  i n  t h e  form of t a x  revenue. 

( 3 )  Suppl ies  a r e  not a v a i l a b l e  i n  t h e  U.S. i n  s u f f i c i e n t  and 

reasonably  a v a i l  a b l e  q u a n t i t i e s  and of a s a t i s f a c t o r y  q u a l i t y .  

( 4 )  I n c l u s i o n  of domest ic  m a t e r i a l  w i l l  i n c r e a s e  t h e  c o s t  of t h e  

o v e r a l l  p r o j e c t  c o n t r a c t  by more t h a n  10%. 



There a re  currently e f f o r t s  underway in  Washington t o  increase the  

local content requirement from 51% t o  70%. In addition, supporters are  
seeking t o  r a i s e  the  "bid price handicap" from 10% t o  15% or 20%. 

Supporters feel  t h e  atmosphere in  Congress i s  favorable and chances of 
passage a re  h i g h .  

The degree of protection offered by other  countries t o  t h e i r  

domestic producers i s  probably higher than the  protection offered by the  
U.S. The foreign manufacturers work extremely closely with t h e i r  

respective t r a n s i t  au thor i t i e s ,  and the  l e t t i n g  of the bid i s  often jus t  

a formality before f u l l  -scale production. 

The Prospects f o r  Foreign Car Builders. Our discussions with 

domestic and foreign sources revealed a s t r i k i n g  lack of consensus about 

the  prospects f o r  foreign ca r  builders in the  U.S. market. Closer 

exami nation, however, indicated tha t  the  points of view expressed were 
largely a function of geography. Specifical ly ,  most domestic sources 
offered a pessimistic appraisal of L R V  manufacturing while many foreign 

c a r  builders expressed enthusiasm f o r  the  U.S. market. 

The domestic perspective i s  shaped by past experiences and 
assessment of the  fu tu re  market. The disappointing experience with the  
Boeing-Vertol U.S. Standard Light Rail Vehicles seems t o  have sobered 

some government and industry o f f i c i a l s .  This i s  perhaps an overreaction 
t o  the  days of unbridled optimism. I n  any case, the  Boeing-Vertol 

experience has prompted UMTA t o  emphasize product r e l i a b i l i t y  and 

qual i ty .  As a r e s u l t ,  UMTA i s  now evaluating fu r the r  procurements in 

terms of c a r  builder  experience. Any fu ture  procurement with Federal 
funds will have t o  be made from c a r  builders with well established a n d  

proven reputations. 

Discussions with a major purchaser of r a i l  passenger quipment 

indica te  unhappiness with the  present s i tua t ion  and a des i re  f o r  more 

competition i n  the  industry. There i s  a concern, however, about the  

number of competitors the market can sustain.  Observers feel  the  market 
can support more competitors than i t  currently has, b u t  there i s  no 
c l e a r  consensus on the  optimal number of firms. The solut ion t o  t h i s  
issue will  depend, in pa r t ,  on the  technologies employed by various 
competitors. 



In d i s t i nc t  contrast  t o  prevailing domestic opinion, foreign 

producers see s ignif icant  potential  in the  U.S. market. The U.S. market 

over the  next ten years i s  considered t o  be very large i n  comparison 

with prospects in the home market. Many foreign home markets are now 

replacement-ori ented whereas major new projects are planned f o r  the  U.S. 

This opinion i s  n o t  universal ly held, however, s ince some firms find 

tha t  terms of the  "Buy America" provisions inh ib i t  t h e i r  p rof i t  

potential .  The number of firms w i t h  t h i s  view i s  qu i te  small. 

There a re  several other i  ssues concerni ng potenti a1 foreign rai 1 ca r  
builders which came u p  i n  t he  research and discussion. F i r s t ,  many 

foreign builders supply vehicles other than LRV's in t h e i r  home market. 
I t  could be a t t r a c t i ve  f o r  a foreign builder t o  do the  same i n  t h e  U.S., 

given the  market and competitive s i tuat ion.  This would depend upon the  

capab i l i t i e s  and i n teres ts  of each speci f ic  builder,  so more concrete 

proposals are  not possible a t  t h i s  stage. 

Second, f ina l  assembly of passenger r a i l  vehicles i s  a re la t ive ly  

low-value operation. Estimates of the value of f ina l  assembly t o  t he  

t o t a l  cost  of the car  range from 10% t o  20%, depending on the  type of 

vehicle. As a resu l t ,  t h e  indust r ia l  development potential of a f ina l  

assembly plant i s  low. I t  i s  par t icular ly  low i f  the f ina l  assembly i s  

jus t  f o r  one contract.  As discussed in  Section 2.3, f ina l  assembly of 
the SEMTA vehicles would keep about 100 workers busy f o r  two t o  three  

years o r  would resu l t  in an average new annual employment f o r  the  
1980-85 time period of 60-75 new workers. Therefore, the  indust r ia l  

development e f fo r t s  stiou1 d ideal ly focus on developing a strong 

competitor committed t o  Michigan, producing a range of vehicles w i t h  a 

good Michigan suppl ier  base. I t  i s  the  long-term potential f o r  Michigan 
as a passenger r a i l  ca r  supplier  which i s  important. 

Finally,  the  potential f o r  r a i l  c a r  repai r ,  maintenance, and 
refurbishment should n o t  be overlooked. A number of car  builders 

already do t h i s ,  and as  r a i l  passenger transportat ion i s  used more, the  

need f o r  repai r  services will increase. I t  could a l so  be of 

considerable value t o  a company in smoothing employment and cash flow. 

Besides the i ndustrial development a c t i v i t i e s  described under Tasks 

2.3 and/or 2.4 of t h i s  report ,  research and discussion indicated two 



f u r t h e r  s e r v i c e s  which M i c h i g a n  a u t h o r i t i e s  may p rov ide .  F i r s t ,  

e s t a b l i s h m e n t  o f  a  f o r e i g n  t r a d e  zone may prove u s e f u l  t o  a  f o r e i g n  

b u i l d e r .  There  a r e  c u r r e n t l y  two p roposa ls  f o r  f o r e i g n  t r a d e  zones i n  

t h e  D e t r o i t  a rea and two e x i s t i n g  zones i n  t h e  s t a t e .  T h i s  wou ld  

p r o b a b l y  n o t  be used f o r  f i n a l  assembly o f  v e h i c l e s  f o r  t h e  U.S. market  

s i n c e  U.S. t a r i f f s  a r e  h i g h e r  on assembled v e h i c l e s  t h a n  p a r t s ,  b u t  i t  

c o u l d  be used t o  assemble v e h i c l e s  f o r  expo r t .  The f o r e i g n  t r a d e  zone 

c o u l d  a l s o  be d e s i r a b l e  i f  t h e  f o r e i g n  c a r  b u i l d e r  has machinery used i n  

p r o d u c t i o n  t h a t  has a  h i g h  t a r i f f .  The machinery can be p l a c e d  t a r i f f -  

f r e e  i n  t h e  t r a d e  zone where domest ic  m a t e r i a l s  e n t e r ,  a r e  processed,  

and t h e n  sh ipped  w i t h o u t  t a r i f f s .  Second, M ich igan  a u t h o r i t i e s  may be 

a b l e  t o  h e l p  a  f i r m  e x p o r t  i t s  U.S.-made p r o d u c t s  w i t h  f i n a n c i n g  f r o m  

t h e  U.S. E x p o r t - I m p o r t  Bank. T h i s  may be p a r t i c u l a r l y  i m p o r t a n t  f o r  a  

f o r e i g n  f i r m  o p e r a t i n g  i n  t h e  U.S. t h a t  i s  u n f a m i l i a r  w i t h  government 

s e r v i  ces. 

2.3 I n d u s t r y  Requirements and Locat  i o n a l  Resources A n a l y s i s  

L i g h t  r a i l  v e h i c l e  assembly i n  M ich igan  can c o n t r i b u t e  i n  a  sma l l  

way t o  an economy s o r e l y  depressed by t h e  slump i n  t h e  a u t o  i n d u s t r y .  

It can c r e a t e  j obs  and i t  can p r o v i d e  a d d i t i o n a l  t a x  revenues f o r  s t a t e  

and l o c a l  governments. The purpose o f  t h i s  s e c t i o n  i s  t o  assess j u s t  

how s u b s t a n t i a l  t h i s  c o n t r i b u t i o n  wou ld  be. W i th  r e g a r d  t o  t h e  bus iness  

component o f  t a x  revenues, e f f o r t s  a r e  b e i n g  made th rough  surveys  o f  

p r o s p e c t i v e  assemblers t o  c o l l e c t  d a t a  on t o t a l  i nves tmen ts  i n  p l a n t  and 

equipment and o p e r a t i n g  expenses t o  d e t e r n i  ne bus iness  t a x  imp1 i c a t i o n s .  

U n t i l  t h e s e  d a t a  a r e  a v a i l a b l e ,  however, t h e  c u r r e n t  a n a l y s i s  must be 

r e s t r i c t e d  t o  t h e  p o t e n t i a l  employment and t h o s e  taxes  wh ich  are  p a i d  by 

empl oyees. 

Job Impact. I n  o r d e r  t o  p r o v i d e  some range o f  p o s s i b l e  employment 

e f f e c t s ,  t h r e e  d i f f e r e n t  scena r ios  were adopted (see Tab le  6 ) .  The 

f i r s t  focused on  t h e  j o b  impact  o f  t h e  i n i t i a l  87 -ca r  LRV SEMTA o rde r ,  

e x c l u s i v e l y .  T h i s  was cons ide red  t o  be t h e  min imal  program t h a t  c o u l d  

be guaranteed,  and, as can be seen f r o m  T a b l e  6, t h e  number o f  d i r e c t  

jobs  i s  f a i r l y  s m a l l ,  on t h e  average, f o r  t h e  1981-1984 p e r i o d ,  o n l y  

62.1. I t  shou ld  a l s o  be remembered t h a t  t h e  t i m e  p a t t e r n  o f  t h e  jobs  

would c r e a t e  problems. D u r i n g  t h e  f i r s t  t h r e e  y e a r s  about  100 j obs  





would be c rea ted ,  b u t  i n  1984 a l l  o f  t hose  employed would be l a i d  o f f  as 

t h e  c o n t r a c t  e x p i r e s ,  c r e a t i n g  unemployment d i s l o c a t i o n s  and cos ts .  

The number o f  i n d i r e c t  j obs  was s l i g h t l y  l a r g e r ,  on t h e  average 

o v e r  t h e  f i v e - y e a r  p e r i o d ,  75.2. I n d i r e c t  jobs a r e  t h e  r e s u l t  o f  two 

economic phenomena. F i r s t ,  jobs  a r e  c r e a t e d  when o rde rs  a r e  p l a c e d  w i t h  

s u p p l i e r s  o f  p a r t s  and m a t e r i a l s .  Secondly, when b o t h  d i r e c t  employees 

and i n d i r e c t  employees spend t h e i r  wages, o t h e r  j obs  a r e  c rea ted .  Bo th  

o f  t hese  a r e  c o n t i n g e n t  on t h e  economy's a b i l i t y  t o  i n c r e a s e  i t s  

a c t i v i t y  i n  response t o  t h i s  a d d i t i o n a l  demand, a  s i t u a t i o n  wh ich  

M ich igan  w i t h  i t s  c u r r e n t  slump c o u l d  e a s i l y  do. 

More, however, shou ld  be s a i d  about  t h e  s u p p l i e r  aspect  o f  t h e  

i n d i r e c t  j obs  c rea ted .  I f  o rde rs  f o r  p a r t s  and m a t e r i a l s  a r e  p l a c e d  

w i t h  M ich igan  f i r m s ,  t h e  f u l l  impact  wou ld  be f e l t  i n  Mich igan.  I f ,  on 

t h e  o t h e r  hand, s u p p l i e s  were o rde red  f r o m  o u t s i d e  Mich igan,  and even 

o u t s i d e  t h e  U.S., many fewer  j o b s  wou ld  be c reated.  The number o f  

i n d i r e c t  j obs  s h o u l d  t h e r e f o r e  be v i  w e d  as t h e  maxinlum p o s s i b l e .  

M ich igan  c e r t a i n l y  has a  number o f  b o t h  c u r r e n t  and p o t e n t i a l  s u p p l i e r s  

f o r  l i g h t  r a i l  v e h i c l e  assembly, as can be seen i n  Tab le  7 .  American 

Seat ing ,  f o r  example, i s  c u r r e n t l y  t h e  p r i m a r y  domest ic  s u p p l i e r  f o r  

c a n t i l e v e r e d  s e a t s  t o  t h e  passenger r a i  1  v e h i c l e  market. However, 

e l e c t r i c a l  p r o p u l s i o n  equipment, which accounts f o r  a  much 1  a r g e r  

p r o p o r t  i o n  o f  v e h i c l e  c o s t ,  i s  c u r r e n t l y  purchased elsewhere. M ich igan  

does have t h e  c a p a b i l i t y  o f  p r o v i d i n g  d i e s e l  p r o p u l s i o n  t h r o u g h  GM, 

D e t r o i t  D i e s e l  A l l i s o n ,  which c o u l d  be r e l e v e n t  f o r  f u t u r e  o p t i o n s  f o r  

d i v e r s i f i c a t i o n  o f  a  r a i l  assembly p l a n t .  

The d i v e r s i t y  and c a p a b i l i t i e s  o f  t h e  M i c h i g a n  i n d u s t r i a l  base 

shou ld  be apparent  f r o m  t h e  p o t e n t i a l  l i s t  o f  s u p p l i e r s  i n  Tab le  7. 

G iven an ongoing commitment t o  l o c a l  assembly o f  r a i l  v e h i c l e s  on a  

s u b s t a n t i a l  sca le ,  i t  i s  p r o b a b l e  t h a t  supp ly  needs c o u l d  be met 

1  oca 1 ly. 

The second s c e n a r i o  i n  Tab le  6 i n v o l v e s  c o n v e r t i n g  t h e  assembly 

f a c i l i t y  a f t e r  t h e  i n i t i a l  SEMTA c o n t r a c t  t o  a  r a i l  c a r  r e f u r b i s h m e n t  

o p e r a t i o n  o f  s i m i l a r  c a p a c i t y .  The s u b s t a n t i a l  i n c r e a s e  d e r i v e s  f r o m  

two sources. F i r s t  o f  a l l ,  t h e  f a c i l i t y  wou ld  n o t  have t o  be abandoned 

a t  t h e  end o f  t h r e e  yea rs .  Secondly, r e f u r b i s h m e n t  i s  app rox ima te l y  



TABLE 7 

Selected Potential  ~Michigan Rail 
Manufacturi ng Suppl i e rs  

Manu fact  urer  I 
and Location I Product 

ABEX Fr ic t ion Products D i v .  I Brake supplies 
Troy I 

I 
Aeroqui p Corp. 
Jackson 

American Seat i ng Co. 
Grand Rapids 

Bendix Corp. 
Southfiel d 

The Budd Co. 
Troy 

Douglas and Lomanson Co. 
Farmington Hil ls  

Dura Corp. 
Southfield 

I Industr ial  hoses and rubber goods, 
I hydraulic cyl i nders 

I Cant i 1 evered seats  
1 
I 
I Electroni cs ,  compressors, 
I brake supplies 
I 
I Fletal fabr ica t ion 
I 
I 
I Metal fabricat ion 
I 
I 
I Metal fabr ica t ion,  e lec t  ro-hydraul i c 
I and electro-mechanical actuators 
I 

Ex-Cell-0 Corp. I Machine too l s ,  precision par ts  
Troy I and assemblies 

I 
Fl exf ab, I nc. I Hose, airducting 
Has t i ngs I 

I 
Formsprag Co. I Hydraul i c coup1 i ngs, 
Warren I aerospace components 

I 
Fruehauf Corp. I Metal fabr ica t ion,  
Detroit  I aerospace components 

I 
G M  Transportation System Center I Automatic vehicle guidance 
Warren I and control systems 

I 
Guardi an Industr ies Corp. I Glass products 
Nort hvi 1 1 e I 

Hegenscheidt Corp. 
Troy 

Ready Power Co. 
Detroi t 

I 
I Automated r a i l  road wheel and 
I axle shop 
I 
I Electr ical  equipment 



TABLE 7- -Cont i  nued 

Manu fac tu re r  I 
and L o c a t i o n  I Product  

I 
S h a t t e r p r o o f  G lass  Corp. I S a f e t y  g l a s s  
D e t r o i t  I 

I 
U n i v e r s a l  E l e c t r i c  Co. I P r e c i s i o n  f r a c t i o n a l  hp 
Owos so I e l e c t r i c  motors 

I 
J e r v i s  B. Webb Co. I Forg ings ,  e l e c t r i c a l  enc losu res ,  
Farmi ng ton  H i  11s I c a s t i n g s ,  au tomat i c  equipment c o n t r o l  

I 
Whitehead and Ka les  Co. I R a i l r o a d  cars ,  s t r u c t u r a l  
R i v e r  Rouge I s t e e l  f a b r i c a t i o n  ...................................................................... 

t w i c e  as l a b o r - i n t e n s i v e ,  s i n c e  t h e  ca rs  must be p a r t l y  d isassembled and 

then  reassembled. 

The f i n a l  s c e n a r i o  i n  Tab le  6 i s  a  h y p o t h e t i c a l  example which shows 

t h e  j o b - g e n e r a t i  ng p o t e n t i a l  o f  1 a rge -sca le  p roduc t i on .  The assumpt ion 

i s  t h a t  t h e  M i c h i g a n  f a c i l i t y  would assemble ove r  700 LRV's i n  t h e  f i v e -  

y e a r  p e r i o d ,  1980-85. I n  t h i s  s c e n a r i o  t h e  number o f  jobs  c r e a t e d  i s  

q u i t e  s u b s t a n t i a l ,  i n v o l v i  ng a  t o t a l  o f  552 new d i  r e c t  jobs  and 668 

i n d i r e c t  jobs. I t  i s  f e l t  t h a t  t h e  i n d i r e c t  j o b  e f f e c t s  f o r  t h i s  

s c e n a r i o  a r e  more r e a l i s t i c  t h a n  f o r  t h e  f i r s t ,  s i n c e  t h e  s c a l e  i n v o l v e d  

would be an i n c e n t i v e  f o r  p o t e n t i a l  s u p p l i e r s  t o  come f o r t h .  W i t h  t h e  

f i r s t  scena r io ,  i t  i s  more l i k e l y  t h a t  p a r t s  and m a t e r i a l s  would be 

sourced t o  t r a d i t i o n a l  s u p p l i e r s .  

I f  a  f o r e i g n  p r ime  c o n t r a c t o r  subcon t rac ts  t o  a  l o c a l  c a r  

assembler, and p e r m i t s  t h e  assembler  t h e  l a t i t u d e  t o  l o c a t e  i t s  own 

s u p p l i e r s ,  t h e n  many o f  t hese  perhaps c o u l d  be found l o c a l  l y e  Wi th  

r e g a r d  t o  t h e  q u a l i t y  o f  t h e  employment, t h e  optimum s i t u a t i o n  would be 

an e n t i r e  package p u t  t o g e t h e r  d o m e s t i c a l l y ,  c r e a t i n g  n o t  o n l y  assembly 

jobs,  b u t  a l s o  s k i 1  l e d  t e c h n i c a l  jobs. However, f o r  t h e  s i z e  o f  o rde rs  

under  c o n s i d e r a t i o n  a  f u l l y  i n t e g r a t e d  o p e r a t i o n  seems f a r  beyond any 

r e a l i s t i c  goa ls  t h a t  c o u l d  be achieved. 



For fu tu re  d ivers i f ica t ion potent ia l ,  a number of pos s ib i l i t i e s  

ex i s t ,  each with i t s  own pa r t i cu la r  job impacts; b u t  some f a i r l y  strong 

caveats are in order. Figures 5 and 6 i l l u s t r a t e  the labor content f o r  

d i f ferent  types of r a i l  vehicles and the  variation of labor content w i t h  

vehicle complexity. Self-propelled diesels  would appear t o  be t he  most 

a t t r a c t i ve  as a possible d ivers i f ica t ion e f fo r t  since they are  both 

complex, with an index ra t ing of 90 (second only t o  ar t icula ted LRV's), 

and have the  highest labor content a t  15% of vehicle value. However, i t  

should be remembered t ha t  while a l l  r a i l c a r  assembly i s  re la ted ,  some 
manufacturing approaches involve a higher degree of standardization and 

a mass-production orientat ion which may not be adaptable t o  the  job-shop 

made-to-specificati on type of assembly faci  1 i  ty envisioned f o r  the  SEMTA 

vehicles. 

I n  sum, the proposed f a c i l i t y  can be viewed as a very small 

contribution t o  the overall employment picture unless some related 

ongoing ac t i v i t i e s  can be developed. These include heavy and l i gh t  

maintenance, refurbishing, and/or the  manufacture of other r a i l  

vehicles. During the  second half of t h i s  study, these poss ib l i t i e s  will 

be explored in  more de ta i l .  

Tax Implications. Tax benefi ts  from new jobs can provide local and 

s t a t e  governments with additional revenues, b u t  are not without cost 

when subsidies are  involved t o  a t t r a c t  businesses. This section 

assesses such impacts as potential benefits and costs  a l igh t  r a i l  

assembly f a c i l i t y  would have on s t a t e  and local governments. 

Table 8 i l l u s t r a t e s  the tax  impact that  a l igh t  r a i l  vehicle 

assembler, capable of assembling the  en t i r e  U.S. L R V  market of new cars 

between 1980 and 1985, would have on s t a t e  and local finance. 

Admittedly t h i s  i s  an optimist ic estimate and would have t o  be reduced 

considerably i f  orders f o r  the  f a c i l i t y  were res t r i c ted  t o  the  87-car 
SEMTA contract.  A reduction of about 80% w o u l d  have t o  be applied f o r  

the smaller scale operation. As can be readily seen, the  tax  benefi ts  
f a r  outweigh the costs even a t  the  local level .  The s t a t e  would receive 
additional revenues of $1,2300,691 a t  a cost of $66,712 in l o s t  property 

tax,  f o r  a net gain of $1,163,979. 
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Labor Content  

FIGURE 6. COMPARATIVE MANUFACTUI<ING COMPLEXITY AND LABOR CONTENT-- 
PASSENGER R A I L  VEHlCLES 
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T A B L E  8 l  

Value of Jobs Created by Assembling Lig5t Rail Vehicles 
in Michigan f o r  T o t a l  U.S. Market ( A n n u a l )  

........................................................................ 
Tax Benefits 3 I Tax  Losses 

-----------------------------------f------------------------------------ 

a I 
Total Income $20,951,000 1 Property Tax Abaterneit S 65,712 

I 
I ndi vi d u a l  I ncome T a x  404,5731 

Sales Tax  283,3921 Net T a x  Benefit 2,061,743 
Other Consumpti on Taxes 209,305 1 
Local Property Tax 1,054,489 1 
City Income 176,202 1 

I 
TOTAL TAX $ 2,128,4611 

'~ssumes a f a c i l i t y  costing $5 mi 1 l ion ,  which was mentioned in 
American Metal ;qarket, July 21, 1980 as the proposed cost of a f a c i l i t y  
contemplated by Bombardier, Inc. fo r  the U.S. Also assumes a 12-year 
50% reduction in property taxes as envisioned by the  P A  198. Finally,  
assumes a n  average property tax of $53.37/$1000 assessed value, as 
reported in "Michigan's Advantages fo r  Transportati on Equi pment 
Manufacturing, " Office of Economic Development, Michigan Department of 
Commerce. 

'~stirnated in Section 1.5 fo r  1980-85. 

3 ~ a x  and income mu1 t ip1 i e r s  provided by llichigan Oep.:r:.oent 3f 
Commerce, Off ice of Economic Devel opnent. 

4 Income based u p o n  hourly wage ra te  of $8.32/hr. 

Additional considerations such as business taxes and service 

revenues also favor locating the  faci 1 i ty  i n  Piichigan. Eusi rless taxes 

are n o T  being considered a t  t h i s  time, unti l  data become availabl? fron 

~ rospec t i ve  firms, b u t  would const i tu te  additional revenues t o  the 

s t a te .  For the local government, i f  the f a c i l i t y  required no  l a rge  

additional capital  outlays, such as would be the case f o r  a n  ex i s t ins  

f a c i l i t y ,  the costs of services borne by the  firm are dispropor:ionately 

higher t h a n  those borne by residential  users. The implication then i s  



tha t  a new assembly plant would he12 subsidize services provided by the  
1 oca 1 government . 
2.4 Locational Advantages Analysis 

Logistics Advantages. O n  the  basis of prel imi nary discussions with 
representative L R V  producers, ce r ta in  p r i o r i t i e s  in se lect ing a 1 ocation 

f o r  a U.S. assembly f a c i l i t y  were ascertained. 

In as much as there are  three  major Canadian producers o r  designers 

of L R V  vehicles, Michigan's proximity t o  and access ib i l i ty  from Canada 

must be ranked as a s ignif icant  advantage over other possible 

U.S. locations. 

A1 1 three  Canadi an compani es--Bombardi e r ,  U T D C ,  and Hawker 

Siddel ey--are act ively in teres ted i n  penetrating the  U.S. market. As 

the "Buy America" Act becomes strengthened and enforced, any foreign 

company wishing t o  supply LRV's t o  U.S. properties would need t o  
consider locating an assembly operation in the  U.S. 

A logical and a t t r a c t i ve  location f o r  penetrating the  U.S. market 

would be one which offered proximity and accessibi 1 i  ty t o  present 

locations in Canada, f a c i l i t a t i n g  t he  movement of parts  and subsystems. 

In t h i s  l i g h t ,  Michigan offers  s ignif icant  advantages. With i t s  

peninsula 1 ocation along the  S t .  Lawrence Seaway, the  s t a t e  offers  the 

Canadian concerns 1 ow-cost shipping access from t h e i r  present locations. 

Michigan has f ive  international  seaports:  Detroi t ,  Port Huron, Bay 

City-Sagi naw, Sault Ste. Marie, and Muskegon. I n  addit ion,  there are 

other ports which could o f f e r  access t o  and from the  Sta te .  A n  example 
would be the Port of Monroe, where recent dredging operations have 

increased the  potential u t i l i z a t i on  of the port. 

Access to  seaway ports, coupled with the advantages of a foreign 

trade zone, could o f fe r  a company the  opportunity t o  supply LR\l's t o  
foreign countries,  par t icular ly  in Central and S o u t h  America, without 

additional duties.  

In addition, r a i l  and highway 1 inkage between Canada and the  

U.S. i s  extensive and widely used. The Ontario highway system provides 

immediate access t o  Michigan. Trucks and cars :nove between Ontario and 



Michigan over bridges a t  Detroit,  Port Huron, and Sault Ste. Marie, and 

through a tunnel, a t  Detroit.  By car  f e r ry ,  tunnel, or  bridge, railway 
f re ight  has access t o  international  t r ans fe r  points a t  Detroit,  Port 

Huron, and Sault Ste. Marie. De t ro i t ' s  Metropolitan Airport i s  one of 

the major a i r  terminals in the  nation. Besides Detroit ,  twenty other 
points, including seven in the Upper Peninsula, have scheduled f l i g h t  

service. Detroit ,  Grand Rapids, and Sault Ste. Marie are a l l  serviced 

by international a i rpor ts .  

Tax Advantages. in recent years several studies comparing business 

tax burdens among the  twenty t o  t h i r t y  most industr ial ized s ta tes  have 

concluded tha t  Michigan business tax l i a b i l i t i e s  are lowest. Figure 7 

compares tax and other incentives offered by s ta tes .  

The favorable tax climate, together with i t s  natural at tract iveness 

t o  business, may hold an additional a t t rac t iveness  f o r  the  producers of 

LRV or  t r a n s i t  cars. Market projections over the  next ten years f o r  

LRV's and t r a n s i t  vehicles indicate a n  i r regular  pattern of procurement 

from as low as 35 LRV's in one year t o  as high as 270 a t  i t s  peak. The 

predi cted i rregular  procurement pattern f o r  heavy rai 1 vehicles i s  even 

more pronounced. 

These forecast  trends indicate t ha t  an L R V  assembly faci 1 i  ty may 
find i t s e l f  having t o  keep large inventories. Although there i s  

d i f ferent ia t ion between par t i cu la r  property orders, there may s t i l l  be 

substantial  numbers of standard subsystems and components which wou 1 d be 

inventoried. 

If the production of LRV's would indeed require maintenance of 

large inventories, Michigan would have the significant  advantage of n o t  

levying any property tax o n  the inventories. 

Tables 9 ,  10 ,  and 11 present the resu l t s  of a theor2tical 

comparison of the annual tax l i a b i l i t y  incurred as a result  of 

maintaining LRV inventories in the  f ive  east  North Central s t a tes .  





TABLE 9 

Inventory Tax Calculation 

1. Size of Plant necessary t o  service U.S. LR\I tnarket 
from 1978 t o  1986. 

Total number of vehicles required 1111 

Average yearly o u t p u t  requi red 123 

2.  Target Michigan assembly plant 

One car  per week 
Average Yearly O u t p u t :  50 
Percent of U. S.  : 4 1% 

Two cars per week 
Average Yearly O u t p u t :  100 
Percent of U.S.: 8 2% 

3. Inventory Calculation 

Figures are  based on the  following assumptions: 

( a )  Even year round operation of plant 
( b )  Market time pattern of demand f o r  target-sized Xichigan plant 

follows natural demand b u t  i s  reduced by the average percentage 
calculated in 2 above. 

( c )  Vehicles are valued a t  the  average value between 6-axle 
a r t i cu la ted  and 4-axle nonarticulated. 

4-ax1 e $600,000 

Average $750,000 

SOURCES: (1)  Market demand projections, Sect ion 1.5;  ( 2 )  Average 
vehicle price,  Section 1.5;  and (3)  T a x  ra tes  on inventory, Michigan's 
advantage fo r  transportat ion equipment manufacture. 
-----------------------------------------------------------.*.*.*.-..--- 

Two scenarios are  presented in Table 10: Case 1 assumes a plant 

assembling 50 LRV's a year  through 1986, or roughly 401 of expected 
U.S. demand. The second scenario assumes a yearly production of 100 

LRV's o r  80% of the expected U.S. L R V  market. Sales o r  demand follow a 
fixed percentage of U.S. demand. For Case 1 the  average yearly deviation 

from normal inventories i s  35 vehicles; in Case 2 i t  i s  70 vehicles. 



TABLE 10 

I n v e n t o r y  Tax Advantage f o r  M i c h i g a n  P l a n t  S i z e  

..................................................................... 
I CASE 1: I CASE 2 :  
1 50 LRV Per  Year P e r  Year I 100 LRV Per  Year 
/ - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  

Year I I I D e v i a t i o n  From I I I D e v i a t i o n  From 
/ O u t p u t  lSa l  es 1 Normal I n v e n t o r y  IOu tpu t  ISa les  l Normal I n v e n t o r y  
I (Veh. ) l (Veh. ) I (Veh. ) I (Veh. ) l (Veh. ) l (Veh. ) 

-------+------+------+---------------$------+------+---------------- 
I I I I I I 

1978 1 5 0  1 1 9  1 31  1 1 0 0  1 38 1 6 2 

1982 1 50 1 35 1 59 1 100 1 70 1 160 
I I I I I I 

1983 1 50 1 39 1 69  1 100 1 78 1 138 
I I I I I I 

1984 1 50 1 69 1 50 1 100 1 138 1 100 
I I I I I I 

1985 1 50 1 109 1 - 9  1 1 0 0  1 2 1 8  1 - 18 
I I I I I I 

1986 1 50 1 41 1 0 1 100 1 82 1 0 
I I I I I  I 

Y e a r l y  I I I I I I 
Average 1 I I 35 1 I I 7 0 

I I I 1 I 1 
Annual I I I I I I 
Va lue  I I 1 $26,250,000 1 I 1 $52,500,000 ..................................................................... 

Assuming a $75,000 average 1980 p r i c e  p e r  v e h i c l e ,  t h e  average annual  

v a l u e  o f  i n v e n t o r i e s  wou ld  be $26.25 and $52.5 m i l l i o n ,  r e s p e c t i v e l y .  

I n  M i c h i g a n  t h e  company wou ld  pay no p r o p e r t y  t a x  on  t h e  i n v e n t o r y  

i n  e i t h e r  case. I n  Oh io  p r o p e r t y  t a x e s  i n  Case 1 would  exceed $700,000 

a y e a r  and $1.4 m i l l i o n  a y e a r  i n  Case 2. I n d i a n a  and I l l i n o i s  wou ld  

l e v y  y e a r l y  t a x e s  o f  o v e r  $500,000 i n  Case 1 and $1,000,000 i n  Case 2. 

W iscons in  o f f e r s  t h e  l o w e s t  y e a r l y  t a x  l i a b i l i t i e s  n e x t  t o  M i c h i g a n  o f  

under  $125,000 i n  Case 1 o r  $250,000 i n  Case 2 .  



TABLE 11 

Annual P r o p e r t y  Tax on I n v e n t o r y  
- .................................................................... 

S t a t e s  I 50 LRV ' ~ / Y e a r  I 100 LRV1s/Year 
- - - - - - - - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - + - - - - - - - - - - - - - - - - - - - - - - - - - -  

I I 
M i ch igan  1 0  I 0  

I I 
I n d i a n a  I $546,512 I $1,093,024 

I I 
I 1  l i n o i s  I $581,884 I $1,163,786 

I I 
Ohio I $735,000 I $1,470,000 

I I 
Wiscons in  I $124,897 I $249,794 

As p o i n t e d  o u t  e a r l i e r ,  t h e  d i f f e r e n t i a t i o n  between t r a n s i t  

p r o p e r t y  o rde rs  may reduce t h e  p o s s i b i l i t y  o f  i n v e n t o r y i n g  v e h i c l e s  b u t  

w i l l  p r o b a b l y  no t  e l i m i  n a t e  i t  comp le te l y ,  and t h e  i n v e n t o r y i n g  o f  

subsystems and components i s  l i k e l y .  The example o u t l i n e d  i n  Tab le  11 

t h e r e f o r e  can be v iewed as an i n d i c a t i o n  o f  t h e  t y p e  o f  sav ings  which 

may acc rue  t o  a  f a c i l i t y  l o c a t e d  i n  M ich igan  i n s t e a d  o f  o t h e r  

su r round i  ng s ta tes .  

A1 t e r n a t i v e  M ich igan  Locat ions .  On t h e  b a s i s  o f  t h e  p r e l i m i n a r y  

d i s c u s s i o n s  w i t h  p o t e n t i a l  LRV assemblers i n  M ich igan  i t  was f e l t  u s e f u l  

t o  p resen t  f o u r  o r  f i v e  a l t e r n a t i v e  l o c a t i o n s  w i t h i n  t h e  s t a t e ,  

c o m p a r i n g t h e a d v a t a g e s  each o f f e r s .  On a  p r e l i m i n a r y  b a s i s  f i v e  

1  o c a t i o n s  were i d e n t i f i e d .  Because o f  t h e  p o s s i b l e  impor tance o f  

l o c a t i o n  on t h e  St .  Lawrence Seaway, f o u r  of t h e  c i t i e s  a r e  l o c a t e d  on 

wa te r :  D e t r o i t ,  Monroe, P o r t  Huron, and S a u l t  Ste. Var ie .  I n  addi  t i c n ,  

as a  p o s i b l e  l and - locked  l o c a t i o n ,  t h e  c i t y  o f  Y p s i l a n t i  was se lec ted .  

These l o c a t i o n s  a1 1  o f f e r  e x t e n s i v e  t r a n s p o r t a t i o n  1  i nkages w i t h  Canada. 

S a u l t  Ste.  M a r i e  i s  a l s o  a  des igna ted  f o r e i g n  t r a d e  zone. D e t r o i t  i s  

p r e s e n t l y  i n  t h e  process  o f  a p p l y i n g  f o r  f o r e i g n  t r a d e  zone s t a t u s .  

A  compar ison o f  l a b o r  markets  and p l a n t  s i t e s  w i l l  be conducted i n  

t h e  second h a l f  o f  t h e  research p r o j e c t .  



2.5 Ta rge t  Company S t r a t e g y  

A d e c i s i o n  was made a t  t h e  b e g i n n i n g  o f  t h e  s tudy  t o  i n v e s t i g a t e  

t a r g e t  company i n t e r e s t s  i n  M i c h i g a n  as soon as t h e y  were i d e n t i f i e d ,  

even though t h e  background i n d u s t r y  and market  d a t a  t o  be produced by 

t h e  s tudy were o b v i o u s l y  n o t  y e t  i n  hand. The d e c i s i o n  was made because 

we a r e  d e a l i n g  w i t h  an i n d u s t r y  i n  wh ich  d e c i s i o n s  t o  assemble i n  

v a r i o u s  l o c a t i o n s  a r e  b e i  ny c o n s i d e r e d  by seve ra l  companies. A v a l u a b l e  

o p p o r t u n i t y  c o u l d  be missed by  d e l a y i n g  two o r  t h r e e  months. 

The p rocedure  dec ided  upon was t o  immed ia te l y  i n f o r m  t h e  M ich igan  

Department o f  Commerce, O f f i c e  o f  Economic Development, o f  any l eads  

uncovered and t o  work c l o s e l y  w i t h  them i n  f o l l o w i n g  up on such leads.  

I n  a d d i t i o n ,  t h i s  i n f o r m a t i o n  was shared w i t h  t h e  t r a n s p o r t a t i o n  

agencies i n  M i c h i g a n  i n  an e f f o r t  t o  g a i n  a  b e t t e r  unders tand ing  o f  t i l e  

meaning o f  t h e s e  i n d u s t r y  developments, b o t h  c u r r e n t  and f u t u r e .  

I n  v iew o f  t h e  f a c t  t h a t  one o b j e c t i v e  of t h e  s t u d y  was t o  i d e n t i f y  

one manu fac tu re r  who m i g h t  e s t a b l i  sh a  p l a n t  i n  Mich igan,  i t  was 

s u r p r i s i n g  t o  d i s c o v e r  a  h i g h  l e v e l  o f  i n t e r e s t  i n  M i c h i g a n  by s e v e r a l  

companies. 

A t  t h e  m i d p o i n t  o f  t h e  s t u d y ,  t h e  t a r g e t  company s t r a t e g y  and 

i n v e s t i g a t i o n  i s  l e s s  t h a n  50% complete. I t  w i l l  l o g i c a l l y  r e c e i v e  more 

a t t e n t i o n  i n  t h e  second h a l f  o f  t h e  work. 

As a  b a s i s  f o r  e v a l u a t i o n  o f  p r o s p e c t i v e  manufac turers ,  t h r e e  

d i  s t i  n c t  t y p e s  o f  o r g a n i z a t i o n a l  a l t e r n a t i v e s  have been i d e n t i f i e d  and 

o u t l  i ned (Tab le  12 ) .  

Domestic Producers. E x t e n s i v e  d i s c u s s i o n s  have been h e l d  w i t h  

r e p r e s e n t a t i v e s  o f  t h e  Budd Company as a  f i r s t - p r i o r i t y  i t e m  i n  t h i s  

i n v e s t i g a t i o n .  A l though  Budd i s  a  s u b s i d i a r y  o f  a German f i r m ,  i t  i s  

v i  r t u a l l y  t h e  o n l y  rema in ing  domest ic  passenger r a i l  c a r  p roducer  i n  t h e  

U n i t e d  S t a t e s  and i t  a l r e a d y  has m a n u f a c t u r i n g  f a c i l i t i e s  f o r  o t h e r  

r e l a t e d  p r o d u c t s  i n  Michigan.  

Budd Company o f f i c i a l s  have i n v e s t i g a t e d  p o t e n t i a l s  f o r  f u t u r e  

o rde rs  f o r  t h e i r  v e h i c l e s  i n  M i c h i g a n  t h r o u g h  c o n t a c t s  w i t h  b o t h  s t a t e  

and l o c a l  t r a n s p o r t a t i o n  agencies.  The company has o u t l  i ned c o n d i t i o n s  



TABLE 12 

Organizational A1 ternatives 

Organizational 
A1 ternati ves Advantages Disadvantages 

1. SPLIT ORGANIZATION 
A. Manufacturinq Flexibi 1 ity of operations "Name" of bui 1 der u n k n o w n ?  

Produce own or other's vehicles Time t o  organize and ready 
production could be l o n g  

Overhaul /refurbish vehicles Long learning curve 
Produce related products Who would finance and set 

up p l a n t ?  

Concentrate on manufacturing Liabilities? 
programs 

8. management/rroauct 
Devel opment Manage maintenance and oper- Integration problems? 

ations programs 
Provide consulting services 
to the industry (builders, 
suppliers , and operators) 
Accomplish development pro- 
grams without overhead burden 

2. ONLY MANUFACTURING 
ORGiUIDTION Able to produce or assemble Lack of credi bi 1 i t y  with 

for any car builder customers 
Flexibi 1 ity of operations Difficult t o  manage? 
Customer's representati ve 
could be made part of the 
team, together with car 
bui 1 der and manufacturer 
for each respective order 
Overhaul or refurbish 
existing vehicles 
Produce other related 
components 

3. ESTABLISHED CAR BUILDER 
WITH FULL CAPABILITIES Already known t o  the transit gould i t  be restricted to 

industrv (customer's) credi - bid i ts  own vehicles? 
bi 1 i ty established 

' 

Able to begin production Would i t  be able t o  keep 
within comparatively p l a n t  operations going by 
short time incorporating other 

related projects 
Vehicle design and tooling 
a1 ready developed or on 
hand. (Maylshould have a 
complete line of vehicles.) 
Could produce or assemble 
vehicles for foreign success- 
ful bidders (e.g., Budd/ 
Tokyo car for Buffalo system) 



under which they would consider production of r a i l  passenger vehicles in 

Michigan and have discussed these  conditions with representat ives of the 

Michigan Department of Commerce, Off ice of Economic Development. 

To date these discussions have not resulted i n  any spec i f i c  actions 

or resu l t s ;  however, both the company and the  public asencies have now 

defined the  potentials  and  problems in f a i r l y  c l e a r  terms. A resolution 

of Budd Company's i n t e r e s t  i s  expected p r io r  t o  completion of the study. 

A t  t h i s  point i t  would not be appropriate t o  view these negotiations in 
e i t he r  an optimist ic or  pessimist ic l igh t .  However, i t  is f a i r  t o  say 

that  they appear t o  be well along toward a conclusion on which both the 

corporation o f f i c i a l s  and the  publi c agencies can agree. 

Canadian Car Manufacturers. Intense in te res t  in the  United Sta tes  

market f o r  ra i l  passenger vehicles has been developing among Canadian 

ca r  manufacturers recently. Michigan f igures  in t h i s  growing i n t e r e s t  

both as a potential market and as a possible location f o r  manufacturing. 

Prel imi nary contacts have been made with three  Canadian companies: 

(1) Bombardi e r  
( 2 )  U.T.D.C. 
( 3 )  Hawker Siddeley 

In te res t  on the  part of the Canadian companies i n  a possible Michigan 

manufacturing s i t e  has been indicated in  a variety of ways, including 

personal v i s i t s ,  phone contacts ,  and l e t t e r s  and responses t o  a 

questionnai re. A1 1 three  companies have shown a t  1 east  prel imi nary 
i n t e r e s t  i n  Michigan. During t h e  second half of the study project a 

detai led fol  low-up i s  planned with the  th ree  companies t o  be t t e r  define 

t h e i r  needs and determine how a Michigan s i t e  m i g h t  f i t  i n t o  t h e i r  

plans. 

U.T .D.C .  has expressed i n t e r e s t  in both l i gh t  r a i l  vehicles and 

people movers in Michigan. F lex ib i l i ty  has been emphasized i n  t h e i r  

systems approach t o  gett ing vehicles engineered and assembled. 

Poss ib i l i t i e s  f o r  a jo in t  Michigan-Ontario development program have been 
discussed. U . T . D . C .  i n t e r e s t  i n  Michigan remains very h i g h  and will be 

f u r t he r  defined and developed in  t he  second phase of t h i s  project.  



Bombardier  has announced i t s  i n t e n t i o n  t o  e s t a b l i s h  one o r  two 

manu fac tu r i ng  f a c i l i t i e s  o r  assembly p l a n t s  i n  t h e  U n i t e d  S t a t e s  (see 

Appendix 111). The company has been s u c c e s s f u l  i n o b t a i n i n g  c o n t r a c t s  

i n  t h e  U n i t e d  S t a t e s  and has a m b i t i o u s  p lans  t o  deve lop  t h e  U.S. market. 

Contac ts  w i t h  Bombardier  by t h e  M ich igan  group have n e t  w i t h  

i n t e r e s t e d  response. An i n v i t a t i o n  has been extended t o  v i s i t  t h e  

Bombardier  manu fac tu r i ng  f a c i l i t i e s  on August 12. S p e c i f i c  d e t a i l s  o f  

t h e i r  requ i rements  f o r  manu fac tu r i ng  space and t h e i r  p r e l i m i n a r y  

t h i n k i n g  w i t h  r e g a r d  t o  t h e  U.S. market  w i l l  be o b t a i n e d  d u r i n g  t h a t  

p l a n t  v i s i t .  

Hawker S i d d e l e y  has t a k e n  t h e  i n i t i a t i v e  i n  making c o n t a c t s  i n  

M ich igan  r e g a r d i n g  s a l e s  p o s s i b i  1  i t i e s  and has i n d i c a t e d  p o s s i b l e  

f l e x i b i l i t y  i n  assembly arrangements. F u r t h e r  d e t a i l s  o f  t hese  

companies' i n t e r e s t  i n  M ich igan  w i l l  be e x p l o r e d  i n  t h e  second phase o f  

t h e  research p r o j e c t .  

Japanese Car Manufac turers .  Japan ' s  two s t r o n g e s t  c o m p e t i t o r s  i n  

t h e  American market  f o r  LRV's, Kawasaki and Tokyu Car Company, appear t o  

be i m p o r t a n t  f a c t o r s  i n  f u t u r e  s a l e s  as w e l l  as assembly i n  t h e  U n i t e d  

Sta tes .  T h e i r  p r i c i n g  i s  ex t reme ly  c o m p e t i t i v e  as compared w i t h  

domest ic  producers,  a c c o r d i n g  t o  Budd Company o f f  i c i  a1 s. The Japanese 

a l s o  have b i d  s u c c e s s f u l l y  a g a i n s t  Canadian and European manufac turers .  

Through a  c o n t a c t  w i t h  Kawasaki (Mr. Harnarvaki), t h e  M ich igan  

Department o f  Commerce l e a r n e d  t h a t  t h e  Company " c o u l d  assemble ca rs  i n  

sou theas t  M ich igan  i f  they  won t h e  D e t r o i t  c o n t r a c t .  " 

Tokyu Car i s  a l s o  i n t e r e s t e d  i n  b i d d i n g  on a  p o t e n t i a l  D e t r o i t  

c o n t r a c t .  Tokyu Car Company suppl  i ed i n f o r m a t i o n  on t h e  Japanese r a i l  

c a r  i n d u s t r y  t o  t h e  Tokyo o f f i c e  o f  t h e  M ich igan  Department o f  Commerce 

and i nd i  ca ted  t h a t  r e p r e s e n t a t  i ves o f  t h e  Company would make a d d i t i o n a l  

c o n t a c t s  i n M i c h i g a n  i n  August t o  e x p l o r e  sa les  p o s s i b i l i t i e s .  T h i s  

company c o n t a c t  expressed i n t e r e s t  i n  a  p a r t n e r s h i p  w i t h  a  l o c a l  

manu fac tu re r  t o  assemble ca rs  i n  Michigan.  

European Car Manufac turers .  Among t h e  numerous European c a r  

manufac turers ,  s a l e s  and manu fac tu r i ng  expe r ience  i n  t h e  U.S. market  has 

been r e l a t i v e l y  weak i n r e c e n t  y e a r s  as compared w i t h  t h e  Japanese and 



Canadians. The German-based company a f f i l  ia ted  with Budd Company has 

not formed a successfully competitive team. Franco Belge has f i l e d  f o r  

bankruptcy, while i t s  Atlanta contract  i s  not ye t  complete. 

Breda ( I t a l y )  appears t o  be more successful in  the  U.S. market a t  
present. 

Many European ca r  manufacturers have expressed 1 i t t l  e i n teres t  i n 

the U.S. market t o  date and others have been unsuccessful i n  

negotiations f o r  contracts  u p  t o  t h i s  time. 

The European of f i ce  of the  Michigan Department of Commerce 

continues t o  explore possible i n t e r e s t  from other European car  

manufacturers and follow-up on i n teres t  expressed by compani es 

responding t o  t h e i r  f i r s t  inquiry,  which was made i n  April. 
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APPENDIX I 1  

WORLD WIDE RAIL PASSENGER CAR MANUFACTURING INDUSTRY 
(PREL I M I  NARY ) 

ACEC m- 
600 C h a r l e r o i  
Be1 g i  urn 
71-442271 
Te l  e x  : ACECB51227 
A. F. L e r i c h e ,  M a r k e t i n g  Manager 
T r a n s p o r t a t  i o n  D i v i  s i o n  

Remarks: B u i l d s  LRV's. 

A1 s thom-At1 a n t i q u e  
R a i l  T r a n s p o r t  M a t e r i a l s  D i v i s i o n  
Tou r  ~ e p t u n e  - Cedex 20 
92086 P a r i s  - La De fense  - F rance  
Te l .  778.13.28 

A l s t h o m - A t l a n t i c ,  I n c .  
50 R o c k e f e l l e r  P l a z a  
New York,  New York 10020 
Telephone:  ( 212 )  751-1820 

Mr. Monchi,  D i r e c t o r  I n t e r n a t i o n a l  A f f a i r s  
A l s t r o m  D i v i s i o n  T r a n s p o r t  
38 Avenue K l e b e r  
75784 P a r i s  Cedex 16 
F rance  

Remarks: Con tac ted  by  M i c h i g a n  Depar tment  o f  T r a n s p o r t a t i o n .  

Amer ican MAN 
MAN Depar tment  V f  
P o s t  f a c h  440100 
D-8500 Nuurnberg  44  

L u t z  Egge r t ,  D i r e c t o r  M a r k e t i n g  
D e t r o i t ,  M i c h i g a n  

MAN Maschi  n e n f a b r i  k 
Augsburg - Nuernberg  AG. 
S t a d t b a c h s t v  1 
8900 Augsburg 1 

Amer ican  MAN C o r p o r a t i o n  
1114 Avenue o f  t h e  Amer icas  
New York, New York 10036 



Telephone: (212) 221-3340 
Tx. 234 598 

K. P .  Koch, President 
20 empl oyees 

West Coast Office 
50 California Street 
S a n  Francisco, California 94111 
Telephone: (415) 391-2935 
Tx. 278 638 

Remarks: Looking a t  Ford (Mahwah,  New Jersey) plant for  buses. 
Looking a t  plants in Michigan, Indiana, and  Pennsylvania for  buses. 
Fantus involved in p l a n t  search. 

Mr. Hennig, Export Manager 
Masch i nenfabrik 
Augsberg - Nurnberg Aktiengesel lschaft 
WerkNurnberg 
8500 Nurnberg 115 

Katzwanger Strausse 
101 W .  Germany 

Remarks: Contacted by Michian Department of Commerce a n d  Michigan 
Department of Transport at ion. 

ANF Industrie 
Transports Urbains Division 
Tour Au rore 
Paris Defense 92080 France 
Telex: 788-15-15 
Mr. Grall, Sales Manager 
P .  Gilbert, Assistant Sales Manager 

Remarks: Builds rai l  cars and  bodies. 

A S E A ,  Inc. (Sweden) 
Transportation Systems Department 
4 New King Street 
White Plains, New York 10604 
Telephone: (914) 428-6600 
Telex: 137401 
01 l e  Ewers, Manager 
Transportat ion Systems Department 

Remarks: Builds LRV's. 

Transport Division 
S-721 83 Vasteras 
Sweden 



T e l :  + 46 21 100000 
La rs  0. N i l s s o n ,  Sa les  Manager 

Remarks: L i censed  high-speed l o c o m o t i v e  des ign  t o  GM f o r  Amtrack 
use. Contac ted by M i c h i g a n  Department  o f  Commerce and M i c h i g a n  
Department o f  T r a n s p o r t a t i o n .  

BN C o n s t r u c t i o n s  F e r r o v i a i r e s  e t  Meta l  1  i ques  
(Fo rmer l y  La  B rugeo ise  e t  N i v e l l e s )  

General T r a n s p o r t  D i v i s i o n  
2ue de l a  L o i  74 
B russe l s ,  Be1 gium 
02 230 12  25 
T e l e x  6 1  736 
J. D. Cremie, M a r k e t i n g  Manager 
J. O l i v i e r ,  Sa les  blanager 
P. Lenssen, Techn ica l  A d v i s o r  
P. Van De S i j p e ,  Manager 

P l a n t  o f  Bruges 
V a a r t d i  j k  5  
8200 Brugge 
Be1 g i  um 

Remarks: Contac ted by M i c h i g a n  Department o f  Commerce and M i c h i g a n  
Department o f  T r a n s p o r t a t i o n .  L i censed  c a r s  t o  Bombardier, L td .  

Bombardier  L i m i t e d  
Mass T r a n s i t  D i v i s i o n  
1350 Nobel S t r e e t  
Boucherv i  1  l e ,  Quebec J4BlA1 Canada 
Telephone: (514)  655-3830 
Te lex :  055-61576 

C a r l  Bawby, V i c e  P r e s i d e n t  o f  N a r k e t i n g  
B r i a n  Win te r ,  D i r e c t o r  M a r k e t i n g  
Pa t  McLean, Manager R a i l  Passenger Equipment Sa les  
Rober t  H a l p e r i  n, Manager T r a n s i t  Equipment Sa les  

1505 D ickson S t r e e t  
Flont r e a l ,  Quebec Canada HIN 2H7 

Remarks: Sales--$385 mm; empl oyees--6,200. Contac ted by M ich igan  
Department o f  T r a n s p o r t a t i o n .  L i cense  B.N. LRV's won $43.5 nm 
c o n t r a c t  f r om New Je rsey  f o r  57 commuter r a i l c a r s .  W i l l  c o n s t r u c t  
U.S. r a i l  assembly p l a n t  w i t h i n  a  y e a r .  

Breda Cons t ruz ione  F e r r o v i a r i e  S.P.A. 
Expo r t  D i  r e c t o r  
V i a  C i l i e g i o l e  
51100 P i s t o i a  I t a l y  



Remarks: Contac ted by M i c h i g a n  Department o f  Commerce and M i c h i g a n  
Department o f  T r a n s p o r t a t i o n .  C o n t r a c t  f o r  48 LRV's t o  C l e v e l a n d  
f o r  $39 m i l l i o n .  C o n t r a c t  f o r  90 HR c a r s  f o r  D. C. Met ro- -Ton ing 
Inc .  o f  New York i s  r e p r e s e n t a t i v e  (212) 490-3058. W i  11 assemble 
C leve land  LRV's i n  FTZ near  C leve land  o r  have GE do i t  
(J.  0. H i v e l y ,  C leve land  P o r t  A u t h o r i t y ,  J u l y  25).  Brown-Brover i  , 
Canada i s  s u p p l y i n g  t r a c t i o n  m o t o r  and chopper c o n t r o l s  (Mass - 
T r a n s i t ,  January  1980, p. 45).  

C IMT L o r r a i  ne 
Campagni e  I n d u s t r i  e l  l e  de M a t e r i e l  de T r a n s p o r t  
14. Smi t h  Comme r c i  a1 D i v i  s i  on 
42, Avenue Raymond Po i  ncave 
75116 P a r i s ,  France 
505 14 00 
Te lex :  CIMTRAM 610 119 F  

Commonwealth Engi n e e r i  ng (V ic .  ) Pty.  L td .  
F ranks ton  Road 
Dandenong, V i c t o r i  a  
A u s t r a l  i a  

Remarks: Contac ted by M i c h i g a n  Department o f  T r a n s p o r t a t i o n .  

DuWaq 
D u s s e l d o r f  Wagon 

Mr. Grawenhof f, Expor t  Manager 
Waggonf a b r i  k  Uerdrugen A.G. 
Werk D u s s e l d o r f  
4  D u s s l d o r f  1, P o s t f a c h  8405 
West Germany 

Remarks: Contacted by M i c h i g a n  Department o f  Commerce and M i c h i g a n  
Department o f  T r a n s p o r t a t i o n .  Has c o n t a c t s  f o r  Ca lgary ,  Edmonton 
and San Diego w i t h  Siemens. San Diego c o n t r a c t  n o t  F e d e r a l l y  
funded;  t h e r e f o r e  no "Buy America." SOURCE: D iane Enos, UMTA, 
(202)  426-4403, J u l y  26, 1980. 

F i a t  F e r r o v i a i a  S a v i g l  i a n o  S. P.A. 
Expor t  D i  r e c t o r  
~ o k s o  F e r r u c c i  122 
10 141  T o r i  no 
I t a l y  

Remarks: Contac ted by M i c h i g a n  Department of Commerce and M ich igan  
Department o f  T r a n s p o r t a t i o n .  



F r a n c o r i  a1 --MTE 
Mr. Dhaussy,  Expor t  D i r e c t o r  
Department  T r a n s p o r t s  Nouveaux 
32' Quai ~ a t i o n a l '  
92866 Puteaux F rance  

Remarks: Con tac t ed  by Michigan Department  of Commerce and Michigan 
Department  of T r a n s p o r t a t i o n .  

Hawker S idde l  ey Canada, Ltd. 
Canadian C a r  D i v i s i o n  

K e i t h  G .  Chapman, D i r e c t o r  of  Marke t ing  
Paul C .  Gi 1 l e n ,  Marke t ing  R e p r e s e n t a t i v e  
Box 67 ,  S t a t i o n  F 
Thunder Bay, O n t a r i o  Canada 
Telephone:  ( 8 0 7 )  577-8431 
Telex:  073-4560 

7 King S t r e e t  E a s t  
Toronto ,  O n t a r i o  Canada M5C 1A3 
Telephone:  (416 )  362-2941 
Te lex :  06-217711 . 

Remarks: B u i l d i n g  190 UTDC p roduc t  i on  c a r s  f o r  Toronto .  

Can-Car I n c o r p o r a t e d  
Paul C .  G i l l e n  
Box 300 
Thunder Bay, O n t a r i o  P7C 4V9 
Telephone:  (807 )  577-9523 

Remarks: Contac ted  by Michigan Department  of  T r a n s p o r t a t i o n .  

Li nk-Hafmann-Busch 
Waggon-Fahrzeug-Maschi nen Gmbl t 
332 S a l z g i t t e r  41 
P o s t f a c h e  41  11 60 
\ Jes t  Germany 

Remarks: Con tac t ed  by Michigan Department  of T r a n s p o r t a t  ion .  Not 
i n t e r e s t e d  because  of "Buy America" l e t t e r  o f  J u n e  5 ,  1980 t o  
Michigan Department  of T r a n s p o r t a t i o n .  

KawasakiINissho-Iwai  
Kawasaki Head Off ice 
World Trade  C e n t e r  B u i l d i  ng ( R o l l i  n S tock  Group) 
4-1,  Hamat Sucho 12-chrome, Minato-ku 
Tokyo, 105  Japan  
Phone: 03-435-2588 
Cable  : KAWASM IHEAVY TOKYO 



T e l e x :  522672 
P l a n t s :  Hyogo (Kobe), Utsunomiya and 18 o t h e r  works. 

N i  ssho- Iwa i  Off i c e s  

A1 aska Chrome 
M i  nato-Ku, Tokyo 
Phone: 588-211 1 
Te lex :  522233, 522234 

Ima Bash i  Chrome 
Higash i -Ku,  Osaka 
Phone: 202-1201 
T e l e x :  563264, 563361 

N issho- Iwa i  American C o r p o r a t i  on 
1211 Avenue o f  t h e  Americas 
New York, N.Y. 10036 

Remarks: Cla ims an o f f i c e  i n  D e t r o i t  i n t e r e s t e d  i n  j o i n t  ventures .  
N isso - Iwa i  i s  t r a d i n g  company, Kawasaki i s  manu fac tu r ing  f i r m .  

They have b o t h  LRV and RT c o n t r a c t s  f o r  P h i l a d e l p h i a .  LRV b e i n g  
assembled a t  B o e i n g - V e t r o l ,  P h i l a d e l p h i a  p l a n t .  Look ing  f o r  RT 
assembly s i t e ,  want i t  around Ph i  1  de lph ia .  Contac ted by M i c h i g a n  
Department o f  T r a n s p o r t a t  i on. 

Metro-Cammell , Ltd .  
L e i g h  Road 
B i  rni ngham B8 245 
021-327 -4777 
T e l e x :  33401 
D i  r e c t o r s  

A.H. Sansome (Chairman) 
D.B. Whi tehorse (General  Manager) 
F. Jm. Bonneres ( C h i e f  Eng ineer )  

Execut  i ves 
E.V. P h i l l i p s  ( S u p p l i e s  C o n t r o l )  
W.J. W r i g h t  (Sa les  Manager) 

Remarks: 816 employees. Contac ted by M i c h i g a n  Department o f  
T r a n s p o r t a t  ion .  

Schi  nd l  e r  C a r r i a g e  Wagon Company, L td .  (SWP) 
CH-4133 P r a t t e l  on 
S w i t z e r l a n d  

Remarks: Contac ted by M i  ch igan  Department o f  T r a n s p o r t a t i o n .  
Operates i n  N o r t h  America t h r o u g h  S.I.G. 



Schweizeri sch Wagons ' Aufzugefabrik A. G. 
Swiss Car a n d  Elevator (SWS) 
Ch-8952 Schl i eren 
Switzerland 

Remarks: Contacted by Michigan Department of Transportation. 
Operates in North America through S.I.G. 

Si emens 
Power Enqi neeri ng Di vi sion 
H .  ~ i s e l e ,  ~ a n a ~ e r  Rail Vehicle Prop. 
Max Deterding, Division of Marketing 
186 Wood Avenue, South 
I s e l i  n ,  New Jersey 08830 (201) 494-1000 

Siemens AG,  2VW104 
P.O. Box 103 D-8000 Munich 1 
Fed. Republi c of Germany 

Mr. Wittmann, Export Manager 
Siemens A.G. 
Power Engi neer Department 
Werner-Von-Si emens-St rasse 50, 
Post fache 325 
8520 Erlangen 2 ,  
West Germany 

Remarks: Provided motive power f o r  Edmonton, Calgary, San Di ego, 
and Rio de Janero (DuWag cars ) .  

S. I. G. 
Swiss I ndustri a1 Company 
Mr. Rei t haar, Sales D i rec tor  
CH-8212 Neuhausen Rhine Falls  
Switzerland 

Remarks: Contacted by Michigan Department of Commerce a n d  Michigan 
Department of Transportation. Built 6 UTDC prototypes. Operates 
in North America f o r  Schindler and Swiss car. 

Societe Franco Belge De Materiel De Chemins De Fer 
Jean Guy Marret 
V . P .  Sales Market 
35, vue de Bassano 
75008 Paris 
France 
011723- 55-24 
Telex H E R L  I 290060 

Remarks: Has Atlanta MARTA contract;  assembly plant in Decatur, 
Georgia. Filed f o r  bankruptcy in France (WSJ, July 2 ,  1980). 



Societe Nationale des Chemins de Fer Vicina 
(S .N.C.V. )  
Direct ion Generale 
14 rue de l a  Science 
1040 Bruxel les 
Be1 g i  u m  

Remarks: Contacted by Michigan Department of Transportation. 

Thyssen Akti engesel 1 schaft 
vorr~i  August Thyssen-Hutte 
Abt .  MV 
Postfach 110067, D-4100 Duisburg 11 
Federal Republ i c of Germany 

Thyssen, Incorporated 
1114 Avenue of the Aermericas 
New York, N.Y.  10036 

Remarks: Owns the Budd Company. 

Tokyu Car Corporation (Tokyu Sharyo Seizo K . K . )  
1 ,  Kamariya-cho 
~anazawa-ku 
Yokohama 236, Japan 
Phone 701-5151 

Trade Department Tokyo 
6 t h  Floor, Yaesu Mitsui Building 
7Yaesu 5-Chrome 
C h u o - k u  
Tokyo 
Phone 272-7051 
Telex: 022-2020 

Remarks: Contacted by Michigan Department of Commerce and Michigan 
Department of Transportation. 

Looking a t  Hammond, Indiana (RB, June 11, 1980). Telex from 
N. Henniger t o  B. Scott relayed t o  Mr. Krzyzowski indicated Tokyu 
interested i n Detroit contract and potenti a1 partner. W i  11 have 
presentation t o  SEMTA in July or August. Information relayed t o  
R .  Buck of SEMTA by M. Krzyzowski on July 3.  Represented in 
U.S. by Mitsui. 

Urban Transportation Development Corporation 
Phil Stevenson, V.P.  Corporation Narketing 
A n t o n  Hart, Assistant V.P., Product Sales 
A1 len Wright, Assistant V.P. , Marketi ng Customer Service 
20 Eglington Avenue, West 
Toronto, Ontario M4R 1K8 



George P a s t o r  
P res iden t ,  UTDC (USA) 
6378 Docks te r  Te r race  
Fa1 1s Church 
V i  r g i  n i  a 22041 

Remarks: Contacted by b l i ch igan Department o f  T r a n s p o r t a t  ion .  Has 
Toronto  c o n t r a c t ,  a system approach t o  mass t r a n s i t .  S i x  
p r o t o t y p e s  b u i l t  by Swiss I n d u s t r i a l  Corpora t ion .  190 -p roduc t i on  
b u i  1 t by Hawker-Siddeley, Canada. 

Valmeet Oy 
E x ~ o r t  D i r e c t o r  
~ a l m e t  B u i l d i  ng 
Punanotkonkatu 2 
P.O. Box 131155 
H e l s i n k i ,  F i n l a n d  

Remarks: Contacted by M ich igan  Department o f  Commerce and M ich igan  
Department o f  T r a n s p o r t a t i o n .  

V i cke rs  Canada, Inc.  
J.R. Howett,  V.P. Ind. Sa les  
R.R. ~ e b e r t ;  Sa les  Manager 
J. Crawford, Systems Manager 
I n d u s t r i  a1 D i v i s i o n  
5000 N o t r e  Dame St. East  
Mont rea l ,  Quebec 
Canada 
Telephone: (514) 256-2651 
Te lex :  05-828735 

Remarks: Flass t r a n s i t  cars.  

Waggonfabri k , Wegmann Company 
Mr. Kuel  lmar,  Expo r t  Manager 
August ~ o d e s t r a s s e l  , 
D-3500 Kassel 
;Jest Germany 

Remarks: Contacted by M ich igan  Department of Commerce and M ich igan  
Department o f  T r a n s p o r t a t i o n .  



APPENDIX I11 

BOMBARD I ER LTD. ANNOUNCEMENT 
OF NEW MANUFACTURING PLANT 

Canadian Company to Construct 
Its 1st Railcar Plant in the U.S. 

By JOSEPH A. GONSTXNCE 
SEW YORK - Bombardier Ltd.. Boucherville. 

Quebec. spurred on by its recent award of a 93 .5 -  
million contract from the state of New Jersey for 57 
commuter railcars. will construct its first U.S. rail- 
car assembly plant within the year. 

Brian Winter. director of marketing. mass transit 
division. said a location for the approximately $5 
million facility will be decided on by fall. 

H e  said 100 workers will be initially employed to 
~vork on the New Jersey order at the new plant 
where the components will be assembled onto car . 
shells fabricated at the firm's La Pucateiere, Cana- 
da. plant 

T h e  firm is 9lso considering establishing a 
second U.S. plant.  possibly in the  West. as  it 
attempts to triple its railcar manufacturing capabi- 
!ities in Canada and the U.S. within the next five 
years. 

"?tlornentarily our plan is to only use the plant for 
units we are selling to G.S. entities. but we could 
use the facility for an order to another country if 
o u r  o ther  plants  a r e  backlogged." Winter ex- 
plained. 

Bombardier operates 15 plants in Canada and 
Europe, and it runs a small U.S. facility'which cans 
oil lubricants, he said. 

Another reason for setting up a U.S. assembly 
facility. Kinter added. is the "Buy America" clause 
required under federal and state.contracts. 

This clause requires that 51 percent of compo- 
nents used by foreign manufacturers be produced 
by C.% firms. The clause also obliges foreign corn. 
panies to perform final assembly operations in the 
C.S. on U.S. contracts. 

Last week the New Jersey Supreme Court uphe!d 
the original award made to Bombardier on June 12 
by the state Department of Transportation. 

The Budd Co.. Troy. SIich.. which also bid for the 
contract, had contested the award. but the court de- 
cided in the state's favor. The court did not make 
public its opinion. 

Vickers Canada Inc.. 3Iontreal. also bid on the 
contract and was also t u n e d  down by the state. 

Win te~sa id  Bombardier also plans to bid this fall 
on specifications for 130 self-propelled cars for the 
Long Island Rail Road. He said if the firm wins this 
contract,  the  U.S. facility would also assemble 
these cars. 

"The new plant is warranted by the V.S. market 
which is very big," Winter noted. "Currently XI per- 
cent of our railcar business is in the US.. and Born- 
bardier wants to expand that to between 70 and 80 
percent within the next four years. 

, 'There a r e  plans to triple the manufacturing 
capabilities of the mass transit division within the 
next five years," he explained. 

.'We will need additional plant space." he stated. 
"SO the company may establish another plant In 
the western U.S. or Canada." 

T h e  establ ishment  of a US, assembly planr 
would also reduce the V.S. duty on imports. Kinter 
stressed. "Currently there's an 18 percent import 
duty on finished products while there's only an 8.5 
percent duty on components that are shipped to the 
U.S." 

Last year Bombardier's sales totaled $300-mi!!lon 
and to date in 1980. [hey amount to $425-million. 
The firm manufactures recreational equipment in- 
cluding snowmobiles and motorcycles. railcars and 
intercity trains, locomotives. diesel engines and 
street cars, and off-road vehic!es for the woodcut- 
ting and other industries. 

Winter said half of the sales are !n tl.ansportation 
equipment and the remainder are in recreati~~?i;l  
products. 

S' IURCE:  American Me ta l  Marke t /Meta l  Work ing News ( J u l y  21, 1980), p. 5 ,  






