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If Artrak (the National Railroad Fassanger Corporation)
were to extend its Northeast corridor to 16 %ther corridors, the
following would be anticipated: improved and more convenient
services to the public through greater train speed and bettar
on-tire pertormance, lower deficits throagh increased ridership,
ioproved energy conservation through the putlicls greater use oftht* energy-efficient train, lover air polluticl as fcesr people
use their automobiles, employment resulting frcm the
labor-intensive railroad operation, preservation of some
railroad riqhts-of-way in and between urtan areas, and
maintenance of a mode of transportaticn that can be converted
away from oil _in a crisis. The Congress Lust decide '_tbher
these possible venefits just.fy the high cost absockated with
establishing and maintainin.4 corridor rail service.
Findinqs/Concluslons: rhe anticipated benefits from developing
high-speed corrldors ontside the Northeast say not be available
or worth the cost. Greater tpeed and Letter on-time service
could reasonably be expecte/i to result, but increased ridershipand lo.ared deficits probably would not result. Ridership cn
Amtrak has increased pIimarily because more trAin_ were
available, but load factors have not increased and losses
contir-ie. amtrak sannot expect substantial increases in
ridership ii the proposed corridor: unless one of the other
transportation nodes is disr£.)ted. smtrak officials kelievi that
implementing the corridor concept outside the North,~ast would bevery costly. Amtrak's prospects for improving its finances by
either increasing revenues or reducing costs are bleak. Cnly theCongress can make the judgqents and tradeoffs necessary to
determine the ;:- lue of the benefits that would result frcr such



services and the proper level of the FiaeraA subsidy.
Recosmendationt The Congress can: stop providing capital or
operating sub3idies tor Amttak so that only thwo~ services that
pay for themselves, or that local governments subsidize, uculd
continue; provide subsidies to sustain existing services without
further improvement; pr.ivide diminishltg subsidies that require
specific levels of contribution from riders through fares cr
from local governments; &ubsidize only particular routes that
meet establlahed criteria for patronage, population density,
quantity of intercity travel, local iaterest, or other elements
believed iaoortant; or provid, additicEal subsidies so Autrak
can improve its services and expand its corridor route systea.
(BRS) 
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BY THE COMPTROLER GENERAL

Report To The Congress
OF THE UNITED STATES

Should Artrak Develop
High-Speed Corridor Service
Outside The Northeast?

Amtrak's (National Railroad Passenger Corpo-
ration's) current extension plans focus on the
Chicago-Detroit and Los Angeles-San Diego
corridors. Its long-range goals provide for
extending the Northeast development concept
to 16 other potential corridors. Amtrak be-
lieves corridors provide greater speed, better
on-time performance, lower air pollution,
greater energy efficiency, more safety, and
lower deficits because of increased ridership.

GAO concludes that the (1) benefits Amtrak
anticipates may not be available or worth the
cost and (2) substantial increases in ridership
cannot be expected unless one of the other
transportation modes is disrupted. The report
lists a number of choices the Congress can
make regarding Federal subsidy for Amtrak's
corridor development plan.
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON. D.C. 2048

B-175155

To the President of the Senate and the
Speaker of the House of Representatives

This is our third annual report on Amtrak acti-
vities as required by the Amtrak Improvement Act of
1974 (45 U.S,C. 644 (supp. V 1975)). The report dis-
cusses Amtrak's operating results over routes that are
among those identified as potential rail corridor routes.

Amtrak believes corridor routes can provide better
transportation service to the public, including greater
speed and better on-time performance, lower air poilu-
tioii, greater energy efficiency, betcer safety, and
I)wer deficits because of increased ridership. We con-
- de that these benefits may not be available or worth
the cost and suggest a number of alternatives the Con-
gress can choose frgin regarding Amtrak's corridor develop-
ment plans.

We are sending copies of this report to the
Secretary of Transportaticil; the Chairman, Interstate
Commerce Commission; the president of Amtrak; and various
congressional committees concerned with railrod matters.

Comptroller General
of the United States



COMPTROLLER GENERAL'S SHOULD AMTRAK DEVELOP
REPORT TO THE CONGRESS HIGH-SPEEL CORRIDOR

SERVICE OUTSIDE THE
NORTHEAST?

DIGEST

If Amtrak (National Railroad Passenger Corporation)
were to extend its Northeast corridor to 16 other
potential corridors, it anticipates

-- improved and more convenient services to
the public through greater train speed and
better on-time performance,

-- lower deficits through increased ridership,

-- improved energy conservation through the
public's greater use of the more energy-
efficient train,

--lower air pollution in the highly populated
corridors as fewer people use their auto-
mobiles,

-- safer intercity travel because of the shift
from automobiles to the train,

-- employment resulting from the labor-intensive
railroad , eration,

--preservation of some railroad right3-of-way
in and between urban areas (for the most
part, Amtrak operates over freight railroads
which would remain in place whether or not
there is a passenger rail service), and

-- maintenance of a mode of transportation that
cart be converted away from oil in a crisis.

Tne Congress must decide whether these possible
benefits, which are difficult to accurately quantify,
justify the high cost associated with establishing
and maintaining corridor rail service.

SOME BENEFITS ARE QUESTIONABLE

GAO concludes that the anticipated benefits from
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developing high-speed corridors outside the North-
east may not be available or worth the cost. Many
of them depend on Amtrak's attracting substantial
increases in ridership.

Greater speed and better on-time service could
reasonably be expected to result from corridor
development, but increased ridership and lowered
deficits probably would not result. Since 1973
GAO has repeatedly suggested, and Amtrak has
agreed, that cleaner, more reliab'e, more com-
fortable equipment; more congenial personal ser-
vice; and better on-time performance are nec-
essary to attract more passengers (See p. 11.)

Amtrak has made many improvements and three routes
included in this study, Chicago-Detroit, Chicago-
Milwaukee, and Los Angeles-San Die.o, are among
their best. Ridership has increased mainly
because more trains were available. Load factors
(the percentage of available seats that are filled
on each train) have not increased and losses con-
tinue. (See p. 14.) GAO believes Amtrak cannot
expect substantial increases in ridership on the
routes studied unless one of the other trans-
portation modes is disrupted.

COSTS ARE CONSIDERABLE

Amtrak officials believe implementing the corridor
concept outside the Northeast would be very costly.

GAO agrees and believes that Amtrak's prospects
for improving its finances by either increasing
its revenues or reducing its costs are bleak.
(See p. 12.)

ALTERNATIVES AVAILABLE

Only the Congress can decide the (1) value of
the benefits that would result from improved rail
corridor passenger service and (2) proper level
of Federal subsidy. It can

-- stop providing capital or operating subsidies
to Amtrak so that only those services that
pay for themselves, or that local governments
subsidize, would :ontinue;
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--provide subsid es to sustain existing services
without further improvements;

-- provide diminishing subsidies that require
specific levels of contribution from riders
through fares, or from local governments;

--subsidize only particular routes that meetestablished criteria for patronage, popula-
tion density, quantity of intercity travel,
local interest, and/or other elements be-
lieved important; or

-- provide additional subsidies so Amtrak can
improve its services and expand its corridor
route system.

AMTRAK COMMENTS

Amtrak commentcs. ,hat GAO's report failed to place
preliminary atudies on corridor potential in con-text with alternative transportation strategies
and judges the case on the basis of historical
conditions which are not likely to be the same
as future conditions. (See app. I.)

GAO believes it has shown how Amtrak's services
and costs compare with other modes of transporta-tion and bases its judgment on current conditions.
GAO also believes its judgment will hold true un-less disruption in one of the other modes changesconditions. It suggests that the Congress weigh
that likelihood against the high cost projected
to produce transportation that will be little usedif disruptions do not occur.



DIGEST

CIdAPTER

1 INTRODUCTION 1
Amtrak route structure 3

Development efforts on the
Northeast corridor 6Other potential corridors

identified by Amtrak 7Scope of review 8

2 AMTRAK EXPERIENCE--ACCELERATING
LOSSES WITH NO PROSPECTS FOR 10
PROFITS
Why are profits so elu.wive? 10
Increasing revenues is difficult 12
Competition limits fare, increases 12
Need to attract more passengers 13
Service has improved ]5
Deteriorating train speeds and
on-time performance 15

On-board service problems 18
Marketing may need reassessment 18
Why does it cost so much? 19

Direct labor 20
Maintenance of equipment 22
Other costs 23

Social and environmental
benefits 26

3 MATTERS FOR CONSIDERATION BY THE
CONGRESS 28

Should Amtrak develop cor idors? 28
Some benefits are question-

able 29
Costs are considerable 30
Alternatives available 31
Amtrak comments 32



APPENDIX 
Paw

I Letter dated February 17, 1978,
from the President, National
Railroad Passenger Corporation 34

II Principal Officials of the National
Railroad Passenger Corporation
responsible for administering
activities discussed in this
report 

38

ABBREVIATIONS

Amtrak National Railroad Passenger
Corporation

Conrail Consolidated Rail Corporation

GAO General Accounting Office



CHAPTER 1

INTRODUCTION

The Rail Passenger Service Act of 1970 (Public Law91-518), as amended, requires us to annually audit theperformance of the National Railroad Passenger Corporation(Amtrak). This report, which assesses the potential ofAmtrak's intercity corridor routes, is our third underthe statutory requirement. 1/

This report is one of several we worked on con-currently. In a report being prepared in response to re-quests from the Subcommittee on Transportation and Commerce,House Committee on Interstate and Foreign Commerce, and.he Subcommittee on Transportation, House Committee onAppropriations, we will discuss Amtrak's overall costsand ability to reduce costs while operating its presentsystem. This report discusses some of Amtrak's bestroutes, those routes Amtrak believes have the greatestpotential for increased ridership and social benefits.A third report will discuss what appears to be Amtrak'sworst routes economically and what Amtrak's experiencehas been in trying to improve or eliminate them.

The Congress created Amtrak to prevent the furtherdecline of intercity rail passenger service in the UnitedStates. With initial funding Ly the Government, Amtrakwas designed to take over the operating management andrevitalization of intercity rail passenger service, sothe industry could continue as a workable transporta-tion mode. The Congress originally provided Amtrak witha $40 million infusion of Federal operating grants and$100 million in guaranteed loans in order to developa good, national rail passenger system which wouldoperate profitability.

1/ The two previous audits are covered by reports to theCongress entitled "Quality of Amtrak Rail Passenger
Service Still Hampered by Inadequate Maintenance ofEquipment" (RED-76-113, June 8, 1976) and "Amtrak'sIncentive Contracts with Railroads--Considerable
Cost, Few Benefits" (CED-77-67, June 8, 1977).



In some respects, Amtrak has demonstrated signifi-
cant progress during its 7 years' existence. It has
strengthened contrazc arrangements with operating rail-
roads and modernized passenger equipment, facilities,
reservations, and ticketing. There can be no doubt
that the decline of passenger rail service in the pre-
Amtrak era has been halted and largely reversed.

On the other hand, Amtrak's projections for im-
proved economic performance have not been met, and
although some of its routes have recorded large rider-
ship increases, most have not. The gap between Amtrak's
operating revenues and expenses continues to widen, and
Amtrak projects increasing deficits through fiscal year
1982.

Fiscal Operating Operating
year revenues ex_enses Deficits

--------- (000 ommitted)------------
Past 1971 $ 22,645 $ 45,301 $ 22,656

1972 152,709 306,179 153,470
1973 177,303 319,151 141,848
1974 240,071 437,932 197,861
1975 246,459 559,807 313,348
1976 268,038 674,307 406,269

Transition
qiarter 77,167 176,298 99,131
1977 311,272 832,850 521,578

Total $1,495,664 $3,351,825 $1,856,161

Projected
(note a)

1978 $ 352,866 $ 943,366 $ 590,500
1979 403,254 1,072,325 669,071
1980 444,987 1,172,140 727,153
1981 505,652 1,293,940 788,288
1982 578L274 1,432,340 854,066

Total $2,285,033 $5L914,111 $3L629,078

Total $3,780L697 $9,265,939 $5,485,239

a/ Amtrak estimates.
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The Federal subsidy required to keep Amtrakoperating is causing the Congress and the Administra-tion increased concern about the future role for
Amtrak and intercity rail passenger service in theNation's transportation system. In its 5-year planissued October 7, 1977, Amtrak proposed to undertakea comprehensive reexamination of Amtrak's routestructure to develop an improved national railroadpassenger system based on current and future marketand population requirements. The conference reporton the 1978 Supplemnental Appropriation Act subse-quently directed the Department of Transportation tomake such a study.

Some of the major reasons Amtrak's operating costsand leficits have increased include

-- routes and services added to Amtrak's original
system,

-- the need to improve old equipment and acquirenew cars and locomotives, and

-- inflation.

Amtrak has received Federal grants totaling $2.05billion to meet its operating expenses through fiscalyear 1978. In addition, Amtrak received $340 million incapital grants and $120 million for the Northeastcorridor and debt retirement costs, and the Secretary ofTransportation has issued loan guarantees of $900 millionfor capital acquisitions and improvements.

AMTRAK ROUTE STRUCTURE

Amtrak divides its routes into the following threegroups.

-- The Northeast corridor which covers Washington,
Philadelphia, New York, 3oston and includes metro-liner service.

-- Short-haul routes, those less than 500 miles,'or example, Chicago-St. Louis; Oakland-Bakers-
field; Washington-Cincinnati.

-- Long-haul Loutes, those more than 500 miles,
for example, Chicago-Seattle; New Orleans-
Los Angeles.
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Amtrak's operating results to date have demon-
strated that the national rail passeng&e service's
current structure is not profitable. Since 1973 none
of Amtrak's routes have been profitable. The following
table shows the number of passengers carried and the
loss for each route during fiscal year 1977.

Percent Loss
Operating of Number of perCorridor Revenues Es"U 1_oss Fassener o passengers

------------- (000 omitted) .---------- (thous4nds)
Northeast:

Metroliner S 36,861 5 49,768 S 12.907 2,000 S 6.45Other routes 54.873 134,814 79.941 1,939 8.94

Total 91.734 184,582 92.849 20.0 10,939 $8.49
Short haul:

Chicago-Carbondale 1.893 3,887 1.994 143 13.94Chicago-Detroit 4,335 11,2.3 6,948 425 16.35Chicago-Oubuque 801 1,320 519 39 13.31Chicago-Milwaukee 1,431 7,341 5.910 2,0 21.89Chicago-Port Huron 1,981 4,.924 2,943 93 31.65Chicago-Quincy 1,650 2,532 882 86 10.26Chicago-St. Louis 2.713 5.,218 2.50b 182 13.76Los Angeles-San OCego 4,441 8,709 4,768 689 6.19Nlnneapolis-Duluth 959 1,446 487 79 6.16New York City-Buffalo/ 8,645 22,028 13,363 502 22 23Detroit
New York-Montreal 2,575 6,327 2,752 121 22.74Oakland-Bakersfield 694 3,109 2,415 91 26.54Seattle-4ctland 1.,018 3,752 2,734 141 19.39Seattle-Vancouver 583 1,808 1,225 88 13.91lashhngton-Ci, cnntti 620 3,173 2,553 a/265 14.064ashington-PArti . burg 317 1,489 1,172
Special trains 837 837 0 42

Total 35,493 88,183 52,690 1.4 3,356 15.70
Long haul:

Boston-Newport News 5.915 9.152 3,237 266 12.17Chicago-Florida 5.795 21,671 15,876 147 108.00Chicago-Houston 6.976 22,079 15,103 263 57.43Chicago-Laredo 2,902 13,167 10.265 145 10.19Chicago-Los Angeles 19,367 43,312 23.945 301 79.55Chicago-New Orleans 5.208 11.544 6,336 192 33.00Chicago-New York City/ 7,412 20,774 13,362 289 46.24Bostor,
Chicago-New York City/ 10.195 25.597 15,402 4 63.12Washington
Chicago-S.n Francisco 14,041 41,424 27.383 267 102.56Chicago-Seattle(north route) 12,234 39.525 27,291 297 91.89Chicago-Seattle(south route) 6,236 22,149 15,913 205 77.62Chicago-Washington 3,286 13,743 10.457 183 57.14Kansas City-New York City/ 6,298 21,782 15,484 192 80.65Washington
Los Angeles-New Orleans 5,708 15,569 9,861 107 92.16Los Angeles-Seattle 13,065 33,024 19,959 474 42.11New York-Florida 36,&64 103,010 66.546 543 122.55Nl'.i York-Savannah 5.840 13,762 7,922 387 20.47seattle-Salt Lake City 1.311 2.792 1,481 57 25.98Washington-Montreal 5298 17,44 12,146 350 34,70

Total 173,551 491.520 317,969 68.6 4,909 64.77
Operating total 300,778 764,285 463,507 103.0 19j204 24.14

Other revenue 5,908 5,908

Total 306,686 764,285 45i,599
Corporate expenses 57.400 57L4:10

Total $306,686 $821,685 $51l )99

a/ Includes Washir.ton-Martinsburg route.
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As the table shows, Amtrak's long-haul routes areits biggest losers. A U.S. Department of Transportation
study 1/ suggested that the long-haul market was analygousto the leisure travel, cruise ship market and that Amtrakshould, if possible, increase fares to cover its costs.

Amtrak's board of directors has taken the positionthat the law requires a national rail system to cover all
parts of the country, coast to coast, but have supported,in the most recent 5-year plan, a study which would re-structure the route system. According to Auntrak'spresident, long-haul trains are actually a series ofshort-haul operations since few people go the entireroute. The public benefits of some of Amtrak'sroutes have been under review recently in accordance
with congressionally approved route and service criteria,but none have been discontinued.

Impetus for corridor development occurred with thepassage of the Regional Rail Reorganization Act of 1973(Public Law 93-236). This act required the United StatesRailway Association 2/ to identify all short-to-mediumdistance corridors in densely populated Northeast andMidwest areas in which major upgrading on rail lineswould return substantial public benefits.

In its February 1975 Preliminary System Plan, theAssociation identified only the Northeast corridor ashaving an existing heavy demand for rail passenger
service, with potential for major benefits from serviceimprovements. In its Final System Plan, the Associationendorsed service improvements for the Northeast corridorto provide an average speed of 80 miles an hour, witha maximum speed of 150 miles an hour, and departuresevery 30 minutes during heavily traveled hours.

The Association identified 16 other potentialcorridors and suggested different levels of service
improvements designed to assess public interest.

1/ "National Transportation Trends and Choices,"
January 12, 1977.

2/ A Government corporation created to develop and implement
a plan to reorganize bankrupt railroads in the Northeastand Midwest.
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According to the Association, moderate service improve-
meits would (1) offer to a broad cross section of the
public an opportunity to demonstrate the extent to which
passenger service really is desired and (2) minimize
the risk that large amounts of money would be spent on
services for which demand may never develop.

In short, the Association recommended that:

-- Expenditures of tne magnitude required for high-
speed Northeast corridor-type service be made
only where clearly justified by potential public
benefits.

--Amtrak conduct considerable planning and marketing
studies before implementing improved services
on potential corridors.

Developmental efforts on
the Northeast corridor

On the basis of the Association's recommendations
and the requirements of the Railroad Revitalization and
Regulatory Reform Act of 1976 (Public Law 94-210), Amtrak
acquired the Northeast corridor from the Consolidated
Rail Corporation (Conrail) in April 1976 at a cost of
about $120 million. The corridor property comprised
621 route-miles, including 456 miles from Boston
to Washington, D.C.; 62 miles from New Haven,
Connecticut, to Springfield, Massachusetts; and 103
miles from Philadelphia to Harrisburg, Pennsylvania.
In addition to purchasing track, Amtrak purchased 128 rail-
road stations, including commuter stations, and several
maintenance shoos and yards at key points along the route.

The Department of Transportation is directing the
Northeast corridor improvement project, and Amtrak in-
itially planned for service improvements on the corridor
to be completed in 1981 at a cost of about $1.82 billion.
These improvements include, among others, track re-
novation; new track circuitry; and controls.



ImErovements Estimated costs

(millions)

Route realinements $ 151.2Track structures 448.2Bridges 
242.5

Electrification 234.8Signaling and traffic control 163.3
Communications 24.7Fencing and barriers 48.5Grade crossing elimination 4.0Stations 222.2Service facilities 103.8
Tunnels 18.4Programn management 106.9System engineering 51.5

Total $1,820.0

Amtrak expects these improvements to provi:.
passengers a smoother ride in trains operating at speedsup to 120 miles an hour. Legislation calls for Amtrakto operate a 2-hour, 40-minute schedule between Wash-ington, D.C., and New York City (24 minutes less than thepresent metroliner service) and a 3-hour, 40-minuteschedule between New York and Boston (a reduction of50 minutes over the fastest train currently schedule]).

Otherpotential corridors identified by Amtrak

Amtrak, in its corporate plan for fiscal years 1978-82,identified the following 18 short-distance routes whichappear to have the required population density and moderateintercity distances to merit an evaluation for the devel-opment of high-speed rail services.

-- Los-Angeles-San Francisco
-- Los Angeles-San Diego
-- San Francisco-Sacramento
-- Seattle-Eugene
-- Dallas-San Antonio
-- Dallas-Houston
-- Chicago-Detroit
-- Chicago-Milwaukee
-- Chicago-Madison
-- Chicago-St. Louis
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-- Chicago-Cleveland
-- New York-Springfield
-- Buffalo-New York
-- Pittsburgh-Cleveland
-- Pittsburgh-Detroit
-- Pittsburgh-Philadelphia
-- Ncwport News/Norfolk-Washington, D.C.
-- Cleveland-Cincinnati

Amtrak has classified these markets as potential
corridors and suggested that the Northeast corridor im-provement concept may be appropriate for some of thesemarkets in the future. Current plans focus on theChicago-Detroit and Los Angeles-San Diego corridorswhere Amtrak has improved frequencies and schedulingof its conventional service Amtrak anticipates thatcapital expenditures of $63.2 million and $13.1 million,respectively, would be required to upgrade track andrelated facilities to permit higher speeds but has notfully assessed the costs and benefits of such changes.

Amtrak officials told us that the future corridor de-velopment would depend on Congress providing the nec-essary funds in response to a number of environmentaland social considerations, and that Amtrak had notrequested funding for corridor development in the next5 years.

SCOPE OF REVIEW

We selected Amtrak's potential corridor activitiesfor review because decisions regarding corridor develop-men. will influence, in large part, whether Amtrak canstabilize its need for Federal subsidy or whether con-tinued massive development efforts might drive the re-quirement for Federal subsidy even higher. Also manypeople feel that Amtrak's only hope is to concentrate oncorridors and forget the other route segments.

We reviewed Amtrak's current activities and pro-cesses for development of potential corridors, includinga detailed examination of the Chicago-Detroit andLos Angeles-San Diego corridors, because Amtrak hasclassified them as two of the most promising routesfor development. We also selected the Chicago-Milwaukee corridor because of its high population
density, relatively short-route distance, and service



that competes very favorably in both time and fares with
competing transportation modes. We reviewed various
Amtrak management and financial plans arnd other available
transportation studies.

In developing revenue and cost information for
each corridor, we used, and accepted without verification,
Amtrak's computer generated accounting information.

We also discussed corridor development activities
with Amtrak officials at their Washington headquarters
and regional offices in Chicago and San Francisco and
with State Transportation officials in Michigan and Cali-
fornia. We interviewed representatives of selected
businesses and travel agents in Chicago, Detroit,
Milwaukee, Los Angeles, and San Diego to determine their
views on the quality of Amtrak passenger services and
the extent to which their organizations used Amtrak.

We rode selected trains on each of the routes to
observe the quality of on-board services and station
facilities.
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CHAPTER 2

AMTRAK EXPERIENCE--ACCELERATING

LOSSES WITH NO PROSPECTS FOR PROFITS

Why can't Amtrak make a profit? Mainly because of
its nigh operating costs and inability to raise fares
because of the risk of losing passengers and revenue.

Even if Amtrak's objective of attracting substan-
tially more passengers were met, only small reductions
in its losses would result. Amtrak's president stated
that the system would lose $75 million to $100 million
a year even if Amtrak was in the impossible position of fil-
ling all of its trains to capacity. The conclusion is also
supported by the experiences of rail passenger systems
in other countries. Some of these systems have higher
ridership and better passenger services than does Amtrak
but still operate at a loss.

Three of Amtrak's most promising corridors--Chicago-
Detroit, Chicago-Milwaukee, and Los Angeles-San Diego--
show a dismal profit. Just to break even, trains
on these routes would have to be filled beyond their
capacity. For example, during February 1977 a train on
the Milwaukee-Chicago route would have needed to carry
532 passengers per trip to break even at current fares
and costs, even though its capacity was only 271 and
actual daily ridership per train was only 76. This sit-
uation occurred because Amtrak's operating cost of $39
a passenger was more than seven times greater than
its revenue of $5.55 a passenger.

WHY ARE PROFITS SO ELUSIVE?

Railroad passenger service is costly. The follow-
ing table shows how much it costs Amtrak to operate the
three routes and the number of passengers required to
cover costs at current fares.

10
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To reduce deficits, Amtrak must maximize revenue
through fares and/or ridership increases or reduce
operating costs.

INCREASING REVENUE IS DIFFICULT

Amtrak can increase its revenues by attracting more
passengers and/or raising fares; but its ability to do
either is questionable.

Cometition limits fare increases

Amtrak's policy on fares is to get as much from
the rider as it can. However, its ability to raise
f-res is limited because of strong .ompetition from
other transportation modes. Amtrz:a studies show that
price is important to railroad passengers and that price
increases relative to other modes would result in re-
venue losses because fewer people would use Amtrak.
The following table shows the one-way fares, as of Nov-
ember 1, 1977, for the various travel modes in the three
corridors. It also shows the fare Amtrak would
have to charge to break even on selected trains.

Amtrak fare
necessary to
break even Amtrak Bus Air Automobile

(note a) Full Marginal
cost cost

Chicago-Milwaukee $38.75 $ 6.25 $S5.50 $25.00 $14.45 $ 4.25

Chicago-Detro1t 29.80 20.50 21.40 40.00 47.43 13.95

Los Angeles-San Diego 14.45 9.00 8.35 11.45 21.76 6.40

/ Lowest existing day coach fare.

b/ Round-trip ticket reduces one-way cost by
about 5 percent.

The table shows that kntrak's fares are very close
to its main competitors for available traffic and suggests
that increasing fares close to break even levels would
likely cause many travelers to shift to an alternate
mode. The traffic available to Amtrak is limited because
air travel is faster and more reliable for time-sensitive
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tra Jlers (note Amtrak's poor on-time performance
statistics) and because the automobile is perceived
as much cheaper and more convenient for most inter-
city travelers.

The table shows two different levels of cost for
automobile travel. The first level of cost'is based on
the mileage times $0.17, an approximation of the full cost
of owning a car, including depreciation, insurance, taxes,
repairs, fuel, and all other costs. These costs would best
reflect the situation where a person owns an automobile
specifically for the purpose of intercity travel.

For most Americans, though, an automobile is a
necessity they would own regardless whether they were
taking an intercity trip, so that the choice of whether
to go by automobile or some other mode is based only
on the additional cost of driving (mainly fuel and oil),
not the full cost. Thus, for the average person, a
trip from Detroit to Chicago by car would be thought of
as costing only about $0.05 a mile, or $13.95, compared
to Amtrak's fare of $20.50. For a family of four
the contrast is much greater. The automobile
cost would he about the same as for just one person,
$13.95, whereas the Amtrak fare, disregarding discounts,
would be $82. Although it requires more effort to
drive an automobile than to ride Amtrak, drivers have much
greater flexibility during the trip, have a convenient way to
get around at the destination, and can begin and end the trip
whenever they chose. Most people believe that the cost
advantage and convenience of travel by automobile is
clear. Amtrak cannot reasonably expect to attract
large numbers of riders away from automobile travel unless
the current circumstances change because of energy
shortages, such as occurred in 1973, or other unforeseen
disruptions.

Need to attract more passengers

Amtrak plans by 1982 to increase overall ridership
38 percent and total revenue by $272 million. However,
this increase is not adequate to keep up with costs,
which Amtrak expects to increase about $611 million by
1982, mainly due to inflation.
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The same problem exists on the three routes we
reviewed. As shown below, passenger increases will
have to be much greater than 38 percent if they are to
have any impact on Amtrak's deficit. The following
table compares the perce. n of change in ridership, seats
unfilled, and operating losses between fiscal years
1975 and 1977, a period when Amtrak improved its con-
ventional service over the routes.

Percent of increase or decrease
Unfilled Operating

Passengers seats losses

Chicago-Milwalkee 11 a/ 84

Chicago-Detroit 54 19b/ 30

Los Angeles-San Diego 93 7b/ -17

a/ Not available.

/ Compares fiscal year 1975 with the period August 1976
through July 1977.

As noted in the table above, although the number of
passengers increased, the number of unfilled seats alsoincreased. One factor which may account for this situation is
that Amtrak increased train service on both the Chicago-Detroit
and the Los Angeles-San Diego routes from 1975 to 1977.
Although the additional services attracted more passengers,the increase was not enough to offset the greater number
of available seats and costs.

Some of the reasons Amtrak can not attract more
passengers follow.

-- Amtrak's inability to provide frequent on-time
service.

--Amtrak's slow speed in comparison with other
modes.

-- America;3a' attachment to the automobile.

To gain further insight into Amtrak's difficulty
in attracting passengers, we contacted officials fromselected travel agencies and business organizations.
These officials generally support the above assessment
of the problem.

14



The conceptual basis for corridor development isthat frequent, fast, and on-time serviLe will attract addi-tional passengers and reduct the gap between revenue and
cost while also relieving pressure on other transportation
systems and providing other social benefits.

Service has improved

When Amtrak started in May 1971, it inherited adying business. Passenger cars were old and in need of
repair. Passenger stations and maintenance facilities
were negelected, inefficient, and unsightly.

In the ensuing 7 years, there have been many servics
improvements. Amtrak has replaced old equipment oncertain routes with new locomotives and passenger cars,
rehabilitated old or constructed new passenger stations,
and improved train frequencies on some routes.

There is no doubt that these actions have made Amtraka much better choice for the traveler. Yet passengers
still complain about the quality of service. Complaints
include poor on-time performance (see our report "Amtrak'sIncentive Contracts with Railroads--Considerable Cost,
Few Benefits," June 8, 1977), insufficient train fre-quencies, disinterested and rude on-board service
personnel, long waits in train dining facilities before
being served, unavailability of menu items, and unclean
or malfunctioning equipment (see our report "Quality
of Amtrak Rail Passenger Service Still Hampered byInadequate Maintenance of Equipment," June 8, 1976).

Deteriorating train speeds
and on-time Eerformance

According to Amtrak's 1977 5-year plan, Amtraktrains now average just over 45 miles an hour, com-
pared to 51.5 in 1971. In fact, some Amtrak trains
are slower than the privately operated trains running
tne same routes 30 years ago.

New and faster equipment has not been the answer.The French-built turboliners were designed for speeds
in excess of 150 miles an hour but their introduction
on the Milwaukee-Chicago route did not improve travel
time because of speed restrictions due to poor track,
local ordinances, grade crossings, and signal con-
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straints on the privately owned properties Amtrak must
use. Freight-oriented railroads will not upgrade their
facilities solely for passenger requirements.

Although train speeds are not the only factor in
attracting passengers, Amtrak believes its trains must
at least be competitive with the 55-mile-an-hour auto-
mobile speed limit. Amtrak officials feel that, without
track improvements, their goal of a 55-mile-an-hour
average speed cannot be reached and that, as track
continues to deteriorate, speeds will be even lower.

One of the most frequent passenger complaints
involves the failure of Amtrak trains to meet scheduled
departure and arrival times. In 1974 about 75 percent
of Amtrak trains were on time, and in 1977, despite
relaxation of criteria in determining on-time performance,
about 62 percent were on time.

The routes we reviewed represent three of Amtrak's
most promising and are operated with its newest and best
equipment. Yet, despite the new equipment, the on-time
performance of these routes has deteriorated since 1974.
The Chicago-Detroit -:ute is Particularly bad; on-time
performance has dropped to 34 percent.

The following table illustrates toe on-time per-
formance for the three routes included in our review.

Percentage of trains on-time
r97 - 'r~ 5 1977

Chicago-Milwalkee 87.8 92.4 90.9 87.5

Chicago-Detroit 82.4 79.6 46.7 34.4

Los Angeles-San Diego 90.0 91.9 90.1 80.1

Amtrak officials attribute the timeliness problem
mainly to bad track. In an effort to improve perform-
ance, Amtrak hopes to upgrade track and support faci-
lities on the Chicago-Detroit and Los Angeles-San Diego
routes.
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Amtrak's fiscal year 1977 5-year plan suggests that, ifthe corridor concept is introduced, an expenditure of $63.2million for improvement of track and support facilities
betwecn Chicago and Detroit and $13.1 million (including
$1.6 m1llion from California) for track and grade crossing
improvements between Los Angeles and San Diego would Berequired to:

-- Increase the average train speed from 50.7 to 60.7
miles an hour between Chicago and Detroit and reduce
travel time by 54 minutes (the fastest current train
makes this run in 5 hours and 35 minutes).

-- Increase train frequencies and average train
speed from 51 to 55 miles an hour between Los Angeles
and San Diego, reducing travel time by 18 minutes.
(The fastest current train makes this run in
2 hours and 30 minutes.)

Amtrak believes these improvements would help
increase annual ridership on the Chicago-Detroit
route from 363,000 in 1977 to 968,000 by 1982 and from
674,000 to 1,622,000 on the Los Angeles-San Diego route.

Amtrak's past ridership projections were over
optimistic 1/ but have been more reasonable in recentplans. Assuming that Amtrak can reach the projected
passenger loads for these two routes, it will not
materially improve an already bleak financial picture.In addition 'So the expenditure of $76.3 million ($63.2 mil-
lion plus $13.1 million) for improvements, Amtrak antici-pates that conventional operations similar to those pre-sently provided will result in deficit increases from

-- $6.9 million a year on the Chicago-Detroit route
to $13.9 million a year by 1982 and

-- $4.3 million a year on the Los Angeles-San Diego
route to $7.1 million a year by 1982.

1/ See our April 21, 1976, report entitled "How Much
Federal Subsidy Will Amtrak Need?" (RED-76-97).
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On-board service Eroblems

Although Amtrak has improved on-board services,
there are still many problems. Amtrak officials say
the problems are caused by:

-- Inadequate trai ing of on-board personnel.

-- Lack of suffici-.-- inspectors to evaluate
quality of service.

-- Failure to provide enough on-board personnel.

-- Long hours worked by dining car personnel,
sometimes as much as 16 hours straight on
long-haul trains.

-- Low employee morale due to the substandard
equipment and services.

Amtrak officials said that the lack of funds
had restricted the level of employee training and hiring
of personnel to inspect trains. On-board personnel
only attend a 5-to 6-day training course and are not
evaluated on the quality of their performance. Amtrak
is' short of inspectors, only 43, nationwide, to cover
223 daily train trips.

Marketing may need reassesasent

Amtrak's marketing efforts may need to be reassessed
if new corridor service i3 to be developed. Rather than
tailor advertising campaigns to specific corridors
and develop plans to attract certain segments of the
population, Amtrak has primarily relied on regional and
national advertising to acquaint the public with rail
service. As a result, Amtrak has not been able to
fully exploit the ridership potential in the corridors.
Furthermore, Amtrak has not fully coordinated marketing
efforts with improvements in passenger service. The
lack of advertising when Amtrak offers new service min-
imizes the increases in ridership which the services
might attract.

According to Amtrak's Director of Marketing Services,
Amtrak's advertising budget ($7 million for fiscal year
1978) is considerable below needs. Advertising is
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directed primarily at the five hub markets of New York;
Philade.phia; Washington, D.C.; Chicago; and Los Angeles
which provide 50 percent of Amtrak's revenue. The limited
marketing budget precludes extensive advertising of the
corridors, which, according to the marketing services
director, does not provide as much revenue for each
advertising dollar as the hub markets.

We found one instance in which Amtrak did not coordi-
nate its maketing efforts with service improvements and
thus probably did not maximize ridership increases. On
the Chicago-Milwaukee corridor, Amtrak added a lounge car
with first class seating and attendant service on each
turbotrain. Amtrak previously used these cars for
coach service and had them refurbished at a cost of
$120,370. -his new service which was instituted in
October 1976 was never promoted and was canceled in
September 1977 because it was a losing operations.

WHY DOES IT COST SO MUCH?

The Congress and tIe public have been told that rail
travel is one of the most efficient means of moving people.
Despite this claim, Amtr&k's deficits have increased
steadily. For example, during June 1.77, it cost about $30
for each passenger carried on a Detroit-Chicago train, where-
as revenues from both fares and food service was only $12 a
passenger. To find out why Amtrak's costs per passenger
are so high, we reviewed 1 month's operation of a single
train on the Detroit-Chicago route.

Amtrak operates six daily trains between Detroit and
Chicago, one of these trains, number 355, leaves Detroit
at 5:35 p.m., with a scheduled arrival time in Chicago
of 10:15 p.m. According to cost information provided by
Amtrak, this train incurred or was allocated expenses
totaling $143,898 1/ during June 1977. Selected in-
dividual cost itemi follow.

1/ We reviewed Amtrak's method for allocating costs to
individual route segments and found it provides
reasonable estimates.
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Cost Amount for June 1977

Direct labor $ 26,798
Maintenance of Equipment 20,381
Maintenance of Way 16,296
Station costs 9,355
Yard operations 6,620
Sales and marketing 5,937
Depreciation, taxes

and insurance 5,908
Fuel 5,849
Reservations system 5,036

(See p. 11 for the average daily costs for this
train.) The following sections expand on each of these cost
categories and provide some insisht into the cost of
operating a passenger train.

Direct labor

In June 1977 train number 355 operated with an on-board
crew of seven. The train and engigine crews work for
the operating railroad, in this case Conrail, while
the on-board passenger service personnel are employed
at Amtrak. Union contracts with Conrail set the following
basis for crew pay.

Basis for pay Monthly cost
(excluding to train number

Employ:e titles fringe benefits) 355

Engine crew Mileage traveled $ 10,693
(100 miles traveled
is the equivalent
of a full days pay)

Train crew Mileage traveled 10,906
(150 miles traveled
is the equivalent
of a full days pay)

Service crew Hourly rate 5,199
(note a)

Total Monthly Cost $ 26,798

a/ Pay shown is without fringe benefits. In addition to
pay, the size of the Conrail crews (engine and train)
is also stipulated by union contract.
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Engine crew

On each trip from Detroit to Chicago, a distance
of 279 miles, Amtrak uses two engine crews--an
engineer and a fireman--as shown below.

Engine crew Travel between Distance Travel time

Number 1 Detroit and Jackson 74 miles 80 minutes
Number 2 Jackson and Chicago 205 miles 260 minutes

The engine crews disembarking in Jackson catch train
number 355 the following day to Chicago. Each of these crews
is paid based on a rule in the union contracts which
stipulates that a trip of 100 miles constitutes a full
day's work. For comparison, an official of the National
Association of Motor Bus Operators told us that bus drivers
were limited to 10-hour shifts for safety reasons and
that a single hbu driver would normally drive a bus
from Detroit tA Chicago-,(a scheduled bus trip takes
about 6 hours) and receive a single day's pay. Amtrak
metroliners (Amtrak's fastest trains operating over
some of the Nation's busiest track) are operated by a
single engineer over the length of its trip. A single
metroliner engineer typically operates a train in both
directions, all in 1 day. However, the engineer
receives 4.2 days' wages under the union agreement.

According to Amtrak officials, these crew assign-
ments are determined on the basis of crew availability and
other provisions of the union contracts. These provisions
include the requiremnents that crews receive full pay
while in transit to a new assignment and that Amtrak pay
all crew lodging and meal allowance costs at turnaround
cities. The average pay, including benefits, for engineers
in 1976 was $30,500 and for firemen, $27,500.

Train crews

In contrast to the engine crews, the train crew
(i.e., conductor and brakeman) remains with train number 355
for the entire trip to Chicago. The union contract
provides that the train crew receive the equivalent of
a full day's pay for 150 miles of travel. Miles traveled
over 150 are paid at a lesser rate. The train crew earns
just under 2 days' pay for the 6-hour trip from Detroit
'4o Chicago. Average pay, including benefits, for conductors
in 1976 was $27,500 and for brakemen, $26,500.
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On-board service crew

The on-board service crew--the waiter in charge
and two service attendants--also remain on board for
the entire trip. The union contract with Amtrak
provides for an hourly wage based on service time.
The contract guarantees at least 180 hours of pay a
month as long as each employee is available for work.
(There are some exceptions to this rule.) If iAmtrak
fails to provide this amount of work, the employee still
receives 180 hours of pay for the month.

Maintenance of equipment

Amtrak locomotives and cars require regularly
scheduled maintenance to insure safety and to maintain
car cleanliness and overall equipment condition. Some
of this maintenance is required by law because reg-
ulatory agencies, such ai the Federal Railroad Admin-
istration and the Interstate Commerce Commission, have
set safety, cleanliness, and other standards with which
Anmtrak must comply. Amtrak's equipment maintenance
includes the following levels of effort.

--Overhauls involving complete disassembly,
renovation, and repair of cars and locomotives
after several years' service or major repair
of damaged equipment.

-- Running preventive maintenance, such as monthly,
quarterly, and annual inspections, with associated
repairs required by Federal law; service re-
quired by manufacturers necessary to hold
warranties in force; and Amtrak-specified
extraordinary cleaning.

--Turnaround servicing to clean, supply, service,
fuel, and water locomotives and cars at the end
of each run as necessary for the return trip.
This service can also include minor running
repairs, for example, brake adjustments, air-
conditioning servicing, and replacement of
lights and fuses.

-- Enroute servicing to replenish fuel and water,
remove trash, and perform Federally mandated
air brake inspections every 500 miles.
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In past reports we have noted numerous problemswith the quality and cost of Amtrak's maintenance pro-gram. (See our report "Quality of Amtrak Rail PassengerService Still Hampered by Inadequate Maintenance of
Equipment," June 8, 1976.) Amtrak is slowly takingover maintenance facilities to improve its repair andmaintenance program and agreed that other actions,including (1) development of specific inspection guide-lines, (2) development of automated maintenance system,and (3) development of work productivity standards,
would be beneficial. However, these improvements havenot yet been completed. Maintenance costs are stillhigh but are comparable to other railroads that operate
passenger service. Without productivity standards orother measures, it is difficult for us or Amtrak toestimate whether costs could be reduced. These opera-tions, like engine crew and on-board service costs,
are strongly affected by union agreements.

Other costs

In our opinion, considerable cost reductions arenot likely in the following areas.

Maintenance of rjiht-of-wa

Amtrak owns and maintains about 80 miles of theright-of-way (between Kalamazoo. Michigan, and MichiganCity, Indiana) over which train number 355 operates.
The remaining right-of-way is owned and maintained byConrail. Maintenance of right-of-way includes allAmtrak costs and railroad billings to Amtrak for labor,material, and other costs of regular maintenance ofroadway, communication systems, signals, buildings,
and equipment. These costs are allocated to trainnumber 355 on the basis of usage.

Station services

Train number 355 stops at five cities en route toChicago. These immediate stops include stations andrelated services maintained in Ann Arbor, Jackson,Battle Creek, Kalamazoo, and Niles, Michigan. For ex-ample, in Battle Creek 1/, Amtrak operates out of an

1/Amtrak service at this station was interrupted by afire in January 1978.
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88-year-old, 2-story brick building owned by Conrailand shared with the State of Michigan and Conrailpersonnel. The services provided include a 1,200square-foot waiting room, ticket office, and limitedbaggage service.. The station is open from 8:00 a.m.to 9:00 p.m. and is staffed by three Amtrak ticketclerks (at least one is on duty at all times). Theseclerks issue tickets through an on-line computerterminal and automatic ticket printer and handle baggagewhen time permits.

In fiscal year 1977 Amtrak incurred about $65,000
in operating expenses which included salaries (an averageof over $14,000 a clerk), telephone and janitorialservice, and other costs. These expenses do not includethe cost of the computer equipment (which rents for$300 a month) or building and utility costs.

When Chicago's Union Station and Detroit's Amtrak
station are added, a total of seven stations serve trainnumber 355, its passengers and crew. The costs of main-taining these stations are allocated to trains on thebasis of the number of passengers getting on and off.Station operation and maintenance is regulated by theInterstate Commerce Commission, which has establishedstandards for station hours and facilities.

Yard operations

Amtrak operates maintenance and servicing facilities
in Chicago and Detroit. The Chicago facilities providefor both maintenance and turnaround servicing for loco-motives and passenger cars, whereas the Detroit yard pro-vides for only turnaround servicing. (See p. 22.) Yardoperations expense, which is allocated to train number355 on the basis of the number of trips through theseyards, includes payroll and other costs related todirecting the movement and switching of trains within thesefacilities. This cost includes the salaries of YardMasters and their assistants and related clerical personnel.

Sales and marketing

Amtrak maintains both a regional and district salesoffice in Chicago. The payroll and other costs incurredby these offices, such as travel agent programs and agencycommissions, are allocated to train number 355 on the basisof the number of passenger boardings.
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Amtrak also conducts advertising and sales pro-motions nationwide. In fiscal year 1977 Amtrak spentabout $46 million on marketing. This cost, whichincludes the expense of media and telenhone directory
advertising, timetables, shows, exhibits, and othersales promotions, is allocated to trains on thebasis of revenue.

Depreciationi taxes, and insurance

This category of expense includes train number355's allocated share of depreciation of locomotives,passenger cars, roadways, and other properties; costof insurance policies; self-insurance accruals; andFederal, State, and local taxes. During June 1977Amtrak allocated the following amounts to train number355.

Expense Amount

Depreciation 
$ 2,208

Insurance 
1,637

Taxes 2,063

Total 
$ 5,908

Fuel

During June 1977 train number 355 used 15,633gallons of diesel fuel at a c3st of $5,849 ($0.37 agallon). During the same month train numper 355 carrieda total of 4,833 passengers and traveled 3,370 miles.
Using these figures, train number 355 averaged 54 milesa gallon, or 47 passenger-miles a gallon, of fuel consumed.

Reservations

Amtrak maintains five centralized reservation officesstaffed 24 hours a day by personnel who take reservations
and give schedule and fare information. The public canobtain this information using Amtrak's toll-free numberlisted in local directories. Reservations personnel inNew York; Chicago; Los Angeles; Jacksonville, Florida;and Bensalem, Pennsylvania; use on-line computer terminalsfor information or available seats and current fares.
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The cost of reservation services includes payroll
and other expenses incurred in maintaining these faci-
lities and is allocated to trains on the basis of
passenger boardings. Standards for reservations
services are promulgated by the Interstate Commerce
Commission.

SOCIAL AND ENVIRONMENTAL BENEFITS

Amtrak officials feel .hat, although financial
viability is critical, rail passenger service should
also be judged on the social and environmental bene-
fits gained by the Nation from such service.

One of Amtrak's major goals is to provide improved
service for people, such as the elderly and handicapped,
whose transportation alternatives are limited. Amtrak
also believes its trains offer many communities their
only means of public transportation--mostly small towns
in the Northwest. (We found that, as of October 1976,
40 communities were served solely by Amtrak.)

Another benefit cited by Amtrak for rail passenger
service is the contribution it can make to the Nation's
energy conservation goals. Fully loaded trains are
almost three times more energy efficient than a standard
automobile. Amtrak claims that a shift of only 1 per-
cent of intercity travel from the automobile to the
train would provide net savings of 600,000 barrels of
oil a year. An additional benefit would be the re-
duction in the number of deaths and accidents as the
public substitutes the train for the automobile.

The following table illustrates the passenger
miles per gallon of fuel and passenger fatalities per
10 billion passenger-miles for the various intercity
transportation modes
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Passenger Fatalities per
miles/gallon fuel 10 billion miles

(Note a)ote ----

Bus 116 3

Amtrak 56 1

Automobile 40 140

Airlines 20 6

a/ 1976

b/ 3-year average (1974-76)

Lower air pollution is another possible benefit of
increased rail passenger travel. Any major shift of
travelers from automobiles to trains should help improve
air quality, Air quality problems are particularly
a-.ute in many of the corridor cities since they are
located in some of the Nation's most industrial areas.
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CHAPTER 3

MATTERS FOR CONSIDERATION BY THE CONGRESS

SHOULD AMTRAK DEVELOP CORRIDORS?

Amtrak's long range goals provide for extension ofthe Northeast corridor development concept to selectedemerging corridors. Amtrak anticipates that externsionwould result in

--improved and more convenient services to the
public through greater train speed and betteron-time performance,

-- lower deficits through increased ridership,

--improved energy conservation through the public'sgreater use of the more energy-efficient train,

-- lower air pollution in the highly populatedcorridors as fewer people us their automobiles,

-- safer intercity travel because of the shift fromautomobiles to the train,

--employment resulting from the labor intensive
railroad operation,

-- preservation of some railroad rights-of-way inand between urban areas (for the most part,
Amtrak operates over freight railroads whichwould remain in place whether or not there is apassenger rail service), and

-- maintenance of a mode of transportation that canbe converted away from oil in a crisis.

The Congress must decide whether these potentialbenefits, which are difficult to accurately quantify,justify the cost associated with establishing and main-taining corridor rail service.
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Some benefits are questionable

The benefits Amtrak believes would result fromcorridor development are not necessarily available or
worth the cost. Greater speed and improved on-timeservice could reasonably be expected, but increased
ridership and lowered deficits would not necessarilyresult. As this analysis points out, ridership increaseson corridor routes have usually resulted in increaseddeficits. Most of the other benefits Amtrak cites aredependent on substantial ridership increases.

Amtrak's operating losses are large, even on itsbest routes. To come closer to breaking even, Amtrakmust either increase its revenues or reduce its costs.Studies show that Amtrak's low fares in comparisonwith other forms of transportation are an important
reason passengers use Amtrak, and we believe Amtrakcannot increase its revenues on corridor routes muchby increasing fares.

The other source of additional passenger revenueavailable to Amtrak is increased ridership. Since 1973we have repeatedly suggested, and Amtrak has agreed, thatimproved service in terms of cleaner, more reliable,more comfortable equipment; more congenial personalserv'ice; and better on-time performance is necessaryto attract more passengers. Amtrak has made manyimprovements, and the routes we studied in this revieware among Amtrak's best. Ridership has gone up on twoof the three routes, mainly because additional trainswere added. Load factors (the percentage of availableseats that are filled on each train) have not gone up,and losses continue. We believe Amtrak-'; experiencehas shown that it cannot expect substantial increasesin ridership on these routes unless a disruptionoccurs in one of the other modes of transportation.

Amtrak could help the Nation achieve its goals ofenergy conservation and cleaner air by persuadingtravelers to switch from automobiles to the train,although a recent Department of Transportation studyshows that buses are better in both characteristic 3.Similarly, train travel is safer than automobile 'ravel,but other common carriers have comparable safety re-
cords. If Amtrak ran longer trains with more of itsseats filled, it could undoubtedly do better in thees
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characteristics, but, as we have noted, the passenger
demand that would be needed to permit such operations
does not exist.

Although it is possible that Amtrak could shift
away from oil-powered locomotives in a crisis, it would
be extremely costly outside the Northeast corridor and
would take a long time.

Costs are considerable

Implementing the corridor concept would re-
quire extensive and costly improvements in track and
related facilities, including the cost of acquiring the
track from operating railroads and the costs associated
with modernizing stations, improving equipment, and so on.

Our analysis of operating costs on train number 355
from Detroit to Chicago shows that operating costs are
high, compared to other nodes, and that major cost reduc-
tions seem possible only in direct labor. Although re-
ductions may be possible in other costs, they would not
likely be large enough to make much difference in overall
operating results.

Amtrak attempts to minimize its labor costs but is
limited by union contracts. For example, unions usually
require that two people be paid a full day's pay to operate
a locomotive for every 100 miles the train travels.
Amtrak has demonstrated that a single engineer can
operate high-speed passenger service safely over con-
siderable distances in the Northeast corridor, and bus
companies use a single driver to operate an express bus
over the route from Detroit to Chicago, a task at least
as difficult as operating a train. Yet Amtrak pays a
full day's wages to at least four people just to operate
the locomotive on its 6-hour, Detroit-Chicago train.

Cost reductions available through more reasonable labor
agreements would not, by themselves, allow Amtrak to break
even, but would be a step in the right direction. However,
these labor problems are common to most railroads and Amtrak
believes it does not have enough influence to alter the union
agreements. Union agreements with train and engine crews are
negotiated by the National Railway Labor Conference. Amtrak is
not a member of the conference but advises the conference of
its position on the agreements and abides by the results.
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Of Amtrak's 18,000 employees, 15,000 are union members,
and 65 percent of Amtrak's costs are for labor and
benefits.

In developing the passenger rail system, Amtrak has
taken the position that the Congress has mandated a
system that operates coast to coast on both short- and
long-haul routes. Many people believe that, since the
long-haul trains account for about 68 percent of Amtrak's
deficit and only 20 percent of ridership, Amtrak's
only hope is to abandon such routes and concentrate its
resources on development of service in the short-haul
corridors. However, corridor development will be
costly and Amtrak is unlikely to ever be profitable
under current circumstances, even if it limits its
operations to corridors.

Alternatives available

We believe the prospects for profitable railroad
passenger service in corridors outside the Northeast are
bleak. However, there are many social and public benefits
that may justify the cost of establishing and sustaining
corridor service in some locations. Only the Congress can
make the judgments and trade-offs necessary to determine
the value of the benefits that would result from such
services and the proper level of Federal subsidy. The
Congress has a number of alternatives from which to
choose. It can

-- stop providing capital or operating subsidies
to Amtrak so that /'nly those services that pay
for themselves, or that local governments sub-
sidize, would continue;

--provide subsidies to sustain existing services
without further improvements;

--provide diminishing subsidies that require
specific levels of contribution from riders
through fares or from local governments;

-- subsidize only particular routes that meet estab-
lished criteria for patronage, population density,
quantity of intercity travel, local interest, and/
or other elements believed important; or

--provide additional subsidies so Amtrak can improve
its services and expand its corridor route system.
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Amtrak comnients

Amtrak's cLmments on this report are included asappendix I. Amtrak has stated that evidence sho'-s newequipment, more frequency, and better ride quality inpopulated corridors results in increased ridership andthat corridor development scenarios outside the North-
east, as presented in Amtrak's 5-year plan, represent
a new and forward-looking concept with very little re-lationship to many of the broader, unrelated issues raisedin this report. We agree that corridor service is adeparture fro., the service Amtrak now provides through-
out most of its system and that such service may pro-duce different results in some places. However, webelieve Amtrak's 7-year experience should be considered
carefully as an important indicator of what will happen
in the future, and we do not see much in that experiencethat would generate optimism about the public demand
for additional passenger rail service. We do not con-sider Amtrak's operating results to be too broad or
unrelated to use in considering Amtrak's future pros-
pects.

Amtrak's comments also state that this report failsto properly show the effect of inflation on Amtrak's
costs and provides little interpretation of changesthat have contributed to Amtrak's funding history and
projections. Our purpose in this report was not toexamine Amtrak's systemwide costs or to explain in
detail the reasons for Amtrak's overall cost and subsidygrowth. We included a brief summary of Amtrak's funding
history only as background material in our introductory
chapter, and we think it speaks for itself. In ouranalysis of potential corridors, we explain in greatdetail what Amtrak's costs are for a particular routeand why Amtrak has little control over some of its costs.

Amtrak outlined a few of the many considerations
besides economic results which affect funding decisionsfor passenger rail service. We agree such considerations
are important, and our report points out that the Congressmust weigh them. We strongly believe, however, that anythouights of passenger rail profitability on corridor
service should be laid to rest once and for all andthat future decisions should be made with the expec-tation that continued subsidy will be required. We have
therefore emphasized Amtrak's poor economic results andprospects in this report.
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Amtrak summarized its comments by saying that thisreport fails to place preliminary studies on corridorpotential in context with alternative transportationstrategies and judges the case on the basis of historicalconditions which are not likely to be the same as futureconditions. In Amtrak's judgment, our conclusionswere drawn from an imcomplete analysis resulting fromtoo narrow a study.

We believe that we have shown how Amtrak's servicesand costs compare with other modes of transportationand that Amtrak does not provide a service that appealsto most travelers in current circumstances. Our judgmentis based on current conditions, and we believe it willhold true unless conditions are changed by a disruptionin one of the other transportation modes. Amtrak specu-lated that fuel shortages would necessitate greater useof rail passenger service. It may be right, and theCongress must weigh that likelihood against the highcost projected to produce transportation that will belittle used if disruptions do not occur. Another possi-bility, of course, is that technological improvementswill permit the country to continue to use the othertransportation modes it clearly prefers. We did notstudy in detail the likelihood that there will be cir-cumstances that cause considerable shifts in the waypeople travel between cities in the United States.Neither has Amtrak.
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National Railad P$ssenger Cooration, 955 L'Enfnt Plaza North, S.W.. Washlton. DC. 20024 Telephone (202) 44.7100

~Anora > February 17, 1978

Mr. Henry Eschwege
Director
United States General Accounting Office
Community and Economic
Development Division

Washington, D.C. 20548

Dear Mr. Eschwege:

The GAO draft report "Should Amtrak Develop High SpeedCorridor Service Outside the Northeast?" misses a number of
points in relation to Amtrak's review of the concept ofimproving service in populated corridors with new equipment,more frequency, and better ride qua;ity. The evidence isclear that when these conditions are developed, they do
result in ridership increase. This evidence and projectionsderived from experiences to date form a rationale for theCongressional commitment of $1.9 billion dollars to theNortheast Corridor Improvement Project. They are also one
underlying assumption of the present Department of Transportation
planning for the Northeast Corridor Improvement Project.

Corridor development scenarios outside the Northeast,
as presented in Amtrak's Five Year Plan, represent a new andforward looking concept with very little relationship tomany of the broader unrelated issues raised in the GAO
report concerning funding and systems operation of Amtrak inthe past. The Amtrak position is consistent with the Congressionallyapproved Criteria and Procedures for Route and ServiceDecisions. We have assessed the potential of populated
corridors to improving service and market; we are taking
small steps within resources and in concert with the States
to improve service; we do in our studies project several

34



APPENDIX I APPENDIX I

Mr. Henry Eschwege
February 17, 1978
Page 2

possible sequential scenarios of corridor improvements andservice for planning that could, with modest investment,induce relative ridership potential- in the system. We donot debate with GAO the yet unanswered question of cost/benefit and we have not requested either capital or operatingfunds for extensive new corridor implementation programs
in FY 79/82 plans.

We must note, however, that in recommending to theCongress that the Amtrak route structure be reexamined froma zero base, the Curporation believed that the corridorsoffer the most promising relative marke' potential. We feelcertain the independent DOT route structure study directed
by the Congress will bear this out.

The GAO report fails to comprehend .mportant activityunderway. For example, we have urged DOT to assure that thezero based route study also address overall funding formula
and consider regional planning concepts including corridorconside4 rations at zero base. Further, the Corporation isunderto ing a study of foreigntrail subsidy programs andincentive measures in order to be prepared to propose alternativefunding options to the Congress in support of a restructuzrdsystem so as to provide better visibility to the purposesand course of subsidy and the return thereon. We expect theSecretary will, in his deliberations and from public hearings,seek evidence to weigh social benefits and other aspects of
the larger questions that relate to U.S. funding support ofintermodal transportation generally and in corridors.

The GAO report also fails to properly depict theeffect of inflation costs characteristic of all government
and private activity these past years. No separation ofthese costs is made so as to reflect costs, revenue andservice relationships over time and into the future. TheGAO tends to iump all changes together and provide the mostminimal interpretation thereof. For example, as regards theoverall national system commentary of the report, no costanalysis of added functions such as the Northeast Corridoroperations, maintenance facility acquisitions and growth intrain miles has been highlighted in the report so as to helpour lawmakers focus on change and growth of Amtrak in context
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with funding and revenue. In this sense, we find the report's
analysis to be weak and incomplete, to be generalized, and
the key point - scenario examination of Corridor potential -
enveloped by unrelated digressions into the overall historical
system issues out of context.

Amtrak welcomes a constructive GAO review of the corridor
concept - a concept we must repeat is scenario only, provided
for the purpose of deliberation, and which does not yet
represent a firm transportation policy of Amtrak, the Administration
or Congress.

Amtrak, in elaborating the scenarios, has been mindful
of the extremely high probability, despite the present day
oil glut, that energy shortages and costs within the next
few years and their precipitously dangerous impact on a
fragile economy in the United States, warrant new thinking
in transportation planning to serve the American people. We
believe planning must take place now in anticipation of
major shifts in transportation dependencies which will take
years to bring about. Intercity rail anc commuter policy is
central. We have expressed our views to she Secretary of
Transportacion, i.e., that intercity and commuter rail over
the longer term from a national perspective will have to be
integrated as a service and expanded to provide the American
people a way to .reach their jobs, to reach their communities,
families and leisure time travel needs - and especially in
corridors where the ridership densities can be attained
which maximize the energy and environmental advantages of
the rail mode.

In context with these objectives, the people of the
Northeast Corridor - which produces a large.part of the
country's gross national product - will be provided sound
and vastly expanded intercity rail commuter services. We
believe the same criteria which prompted Congress to act on
the Northeast will come to be applied elsewhere and that
capital investment, incrementally applied, will offer the
Congress a sound energy efficient alternative investment
option.
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In summary, the GAO report fails to place preliminary
studies on corridor potential in context with alternative
transportation strategies and judges the case on the basis
of historical conditions which are not likely to be the same
as the future conditions which the Congress must address.
GAO's conclusions must therefore be considered as stemming
from an incomplete analysis as a result of defining the
scope of study too narrowly.

We appreciate the opportunity to formally comment upon
the report and the GAO practice of including our response
within the printed report.

Sincer ely

kaulj{. Reistrup
Pr tldent
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PRINCIPAL OFFICIALS OF

THE NATIONAL RAILROAD PASSENGER CORPORATION

RESPONSIBLE FOR ADMINISTERING ACTIVITIES

DISCUSSED IN THIS REPORT

Tenure of office
From To

PREIDENT:
Paul H. Reistrup Mar. 1975 Present
Rodger Lewis May 1971 Feb. 1975

VICE PRESIDENT AND GENERAL
MANAGER, NATIONAL
OPERATIONS:

Robert A. Herman Sept. 1977 Present
David Watts May 1975 Aug. 1977

EXECUTIVE VICE PRESIDENT:
J.R. TOMLINSON Jan. 1972 Aug. 1974

(note a)

a/ Between August 1974 and May 1975 this position was
vacant. In May 1975, Amtrak was reorganized and this
position was changed to Vice President and General
Manager, National Operations.
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