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by Joseph Vranich 
 

EXECUTIVE SUMMARY 

 
mtrak is a failed national experiment. By its own admission, Amtrak is headed for bankruptcy 
unless Washington provides another multi-billion-dollar bail-out. Another federal rescue is 
unjustified considering that federal and state subsidies to Amtrak since its inception in 1971 are 
nearing $22.5 billion, an amount out of proportion to Amtrak’s usefulness in most of the nation. 

 
The federal government does not run a national airline. It doesn’t operate a national bus company. 
There’s no justification for a national railroad passenger operation. America needs passenger trains in 
selected areas, but doesn’t need Amtrak’s antiquated route system, poor service, unreasonable operating 
deficits, and capital investment program with low rates of return. Amtrak’s failures result in part because 
it is a public monopoly—the very type of organization least able to innovate. 
 
This study reveals an Amtrak credibility crisis in the way it reports ridership figures, glosses over 
dwindling market share, understates subsidies, issues misleading cost-recovery claims, offers doubtful 
promises regarding high-speed rail, lacks proper authority for the freight business it recently launched, 
and misrepresents privatization as its applies to Amtrak. 
 
It’s time to liquidate Amtrak, privatize and regionalize parts of it, permit alternative operators to 
transform some long-distance trains into land-cruise trains, and stop service on hopeless routes. 
 
In a post-Amtrak world, the United States can have passenger service closer to market needs, but we first 
must learn from the 40 nations that are privatizing and regionalizing rail services. Such railway 
transformations are described more fully in the Appendix to this study. Each of those countries, if it had 
to struggle with Amtrak, would phase it out of existence. This study offers a plan to create an Amtrak 
Transition Board to initiate the Amtrak liquidation process, and sets forth policy guidelines for post-
Amtrak passenger rail service. 
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IInnttrroodduuccttiioonn  

mtrak was created by the Rail Passenger Service Act of 1970 as a “for-profit corporation” to 
revitalize intercity passenger rail service. It assumed responsibility for such service on May 1, 
1971, relieving the private railroad industry of much of the financial losses incurred in operating 
such trains. Compared with promises made then, Amtrak’s costs and public subsidies are far 

higher and ridership far lower than projections. Amtrak generally operates routes that meet political 
needs but not market demand. 
 
A view is emerging, including among Amtrak’s founders, that Amtrak needs to be eliminated while 
maintaining passenger train service on America’s few busy lines. Which lines to keep?  Kenneth M. 
Mead of the General Accounting Office (GAO) has indicated to Congress that “Five of Amtrak’s forty-
four routes, the ones in the Northeast and Southern California, account for over 50 percent of all riders, 
56 percent of revenues, and 40 percent of costs.”1 
 
Anthony Haswell, considered the “father of Amtrak,” said several years ago:  “Twenty-five years after I 
set out to save the American passenger train, I feel personally embarrassed over what I helped to create.”2  
Haswell, decrying Amtrak’s commitment to long-distance trains, declares “there is no longer a need or 
place in the United States for a year-round interconnected national network of passenger trains.”3  He 
urges creation of new entities to run regionalized services.4 
 
Amtrak supporters argue that Amtrak is an essential service that helps reduce airport congestion. Yet, 
even on many short-distance routes where it’s faster to take Amtrak, people continue to fly because 
“many travelers no more think of trains than of horses.”5 Amtrak carries an infinitesimal amount of 
traffic. If all Amtrak trains except those in the Northeast and Southern California stopped, not a single 
flight would be added to the nation’s air system. Further, no amount of marketing will change the 
uneconomical nature of long-distance passenger trains serving an outdated common-carrier role. 
 
Useful passenger trains can survive an Amtrak liquidation. Betsy Reveal, while serving as Amtrak’s chief 
financial officer, said:  “I think there’s two questions: ‘What’s the future of passenger rail in America?’  
There is a completely separate question, which is, ‘What’s the future of Amtrak?’ You can imagine a 
brilliant future with passenger rail with Amtrak gone.”6 

                                                        
11  AAmmttrraakk’’ss  CCuurrrreenntt  SSiittuuaattiioonn,,  HHeeaarriinnggss  bbeeffoorree  tthhee  UU..SS..  HHoouussee  ooff  RReepprreesseennttaattiivveess,,  CCoommmmiitttteeee  oonn  TTrraannssppoorrttaattiioonn  aanndd  IInnffrraassttrruuccttuurree,,  

SSuubbccoommmmiitttteeee  oonn  RRaaiillrrooaaddss,,  FFeebbrruuaarryy  77,,  1100,,  aanndd  1133,,  11999955,,  pp..  4433..  
22  AAnntthhoonnyy  HHaasswweellll  lleetttteerr  ttoo  CCaarrll  SSwwaannssoonn,,  PPaasssseennggeerr  TTrraaiinn  JJoouurrnnaall,,  OOccttoobbeerr  1122,,  11999922..  
33  AAnntthhoonnyy  HHaasswweellll,,  tteelleepphhoonnee  iinntteerrvviieeww,,  AApprriill  2200,,  11999966..  
44  AAnntthhoonnyy  HHaasswweellll,,  RReemmaarrkkss  pprreeppaarreedd  ffoorr  tthhee  RRaaiillwwaayy  &&  LLooccoommoottiivvee  HHiissttoorriiccaall  SSoocciieettyy,,  CChhiiccaaggoo,,  IIllll..,,  JJaannuuaarryy  1111,,  11999911,,  aanndd  iinn  

ssuubbsseeqquueenntt  ccoommmmeennttss..  
55  SSuussaann  CCaarreeyy,,  ““EEvveenn  WWhheenn  IItt’’ss  QQuuiicckkeerr  ttoo  TTrraavveell  bbyy  TTrraaiinn,,  MMaannyy  FFllyy,,””  WWaallll  SSttrreeeett  JJoouurrnnaall,,  AAuugguusstt  2299,,  11999977,,  pp..  BB11..  
66  JJaacckkiiee  SSppiinnnneerr,,  ““AAmmttrraakk’’ss  CCFFOO  IIss  WWeellll  AAccqquuaaiinntteedd  WWiitthh  FFiissccaall  CChhaaooss,,””  WWaasshhiinnggttoonn  PPoosstt,,  JJuullyy  3311,,  11999955,,  BB99..  
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OOvveerrvviieeww  ooff  AAmmttrraakk  

AA..  AAmmttrraakk  HHeeaaddeedd  ffoorr  BBaannkkrruuppttccyy    
 
The GAO has warned repeatedly that Amtrak is in a “financial crisis,”7 and Amtrak itself admits a real 
possibility of a bankruptcy and shutdown sometime in 1998.8  Amtrak fails to earn enough revenues to 
pay operating expenses and is losing disproportionate amounts on long-distance trains. For fiscal year 
1996, Amtrak’s losses by business units amounted to $763.6 million, of which $151 million was 
attributable to its Northeast Corridor Business Unit and $342.6 million to its Chicago-based and Oakland, 
California-based Business Units. Another $270 million was assigned to the Corporate unit. The losses 
were reduced somewhat by state subsidies, but the situation is that faster trains in the Northeast enjoy 
better revenue-to-cost ratios than long-distance trains and slow short-distance trains on virtually every 
other line in the nation.9  Amtrak also comes nowhere near contributing to capital requirements in a 
capital-intensive industry. 
 
Amtrak attempted to improve performance in 1995 by reducing service frequencies—a market-
destroying act as several trains began operating only three and four days per week.10  Yet, the cost-saving 
process failed to reverse Amtrak’s poor financial situation. By September 1995, Amtrak admitted that 
less than daily service doesn’t work. It discontinued service entirely over several routes and increased 
frequency to daily on others in an attempt to “shift resources to routes with the best opportunity for 
revenue growth.”11  Revenues indeed increased, but at a rate insufficient to reverse Amtrak’s financial 
standing. 
 
Such cost-saving and revenue-building efforts have failed because the essence of what they are trying to 
achieve—save the long-distance train—is a lost cause. As Chicago Tribune columnist Stephen Chapman 
wrote, “Like the horse-drawn carriages that traverse North Michigan Avenue every evening, Amtrak 
serves mainly to acquaint moderns with a form of transportation that belongs almost entirely to the past.... 
Americans have abandoned trains for vehicles that are faster (airplanes), cheaper (buses) or more 
convenient (cars), and nothing is going to reverse the trend.”12 
 
                                                        

77  PPhhyylllliiss  FF..  SScchheeiinnbbeerrgg,,  UU..SS..  GGeenneerraall  AAccccoouunnttiinngg  OOffffiiccee,,  TTeessttiimmoonnyy  bbeeffoorree  HHoouussee  SSuubbccoommmmiitttteeee  oonn  RRaaiillrrooaaddss,,  MMaarrcchh  1122,,  11999977;;  
TTeessttiimmoonnyy  bbeeffoorree  SSeennaattee  SSuubbccoommmmiitttteeee  oonn  SSuurrffaaccee  TTrraannssppoorrttaattiioonn  aanndd  MMeerrcchhaanntt  MMaarriinnee,,  MMaarrcchh  1133,,  11999977;;  aanndd  TTeessttiimmoonnyy  bbeeffoorree  
tthhee  SSeennaattee  CCoommmmiitttteeee  oonn  FFiinnaannccee,,  AApprriill  2233,,  11999977..  

88  MMaatttt  MMoossssmmaann,,  ““AAmmttrraakk  cclloossee  ttoo  bbaannkkrruuppttccyy,,  eexxeeccuuttiivveess  ssaayy,,””  BBoossttoonn  GGlloobbee,,  MMaayy  2277,,  11999977,,  pp..  AA33..  
99  AAmmttrraakk  AAnnnnuuaall  RReeppoorrtt  ffoorr  11999966,,  TTaabbllee  11::  FFYY  11999955  aanndd  11999966  OOppeerraattiinngg  RReessuullttss  bbyy  MMaajjoorr  BBuussiinneessss  UUnniitt,,  pp..  3344..  
1100  ““AAmmttrraakk  BBooaarrdd  AApppprroovveess  $$443300  MMiilllliioonn  BBuuddggeett  RReedduuccttiioonn,,””  AAmmttrraakk  NNeewwss  RReelleeaassee,,  DDeecceemmbbeerr  1144,,  11999944..  
1111  ““AAmmttrraakk  BBooaarrdd  AApppprroovveess  FFiissccaall  9977  BBuussiinneessss  PPllaann,,””  PPRR  NNeewwsswwiirree,,  SSeepptteemmbbeerr  2244,,  11999966..  
1122  SStteepphheenn  CChhaappmmaann,,  ““AAmmttrraakk::  AA  CCoossttllyy  MMoonnuummeenntt  ttoo  NNoossttaallggiiaa,,””  CChhiiccaaggoo  TTrriibbuunnee,,  MMaayy  1111,,  11999977,,  pp..  2211..  
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Amtrak service leaves much to be desired. Thomas Downs, when becoming Amtrak’s president in 1994, 
said, “We’re selling disappointment at the same time we’re selling transportation.”13  Little has improved 
since. A review of congressional hearing records over Amtrak’s life shows inquiry into Amtrak’s 
ballooning deficits, late and dirty trains, unsanitary food service, safety issues, unreasonable labor costs, 
and declining market share. 
 
A recent GAO report reached grim conclusions:14 
 

••  AAmmttrraakk’’ss  ffiinnaanncciiaall  ccoonnddiittiioonn  iiss  pprreeccaarriioouuss  aanndd  hheeaavviillyy  ddeeppeennddeenntt  oonn  ffeeddeerraall  ooppeerraattiinngg  aanndd  
ccaappiittaall  ffuunnddss..  AAmmttrraakk’’ss  ccoonnddiittiioonn  hhaass  ddeetteerriioorraatteedd  sstteeaaddiillyy  ssiinnccee  11999900  aanndd  AAmmttrraakk  iiss  
uunnlliikkeellyy  ttoo  oovveerrccoommee  iittss  ffiinnaanncciiaall  pprroobblleemmss  wwiitthhoouutt  ssiiggnniiffiiccaanntt  iinnccrreeaasseess  iinn  ppaasssseennggeerr  
rreevveennuueess  oorr  ssuubbssiiddiieess  ffrroomm  ffeeddeerraall,,  ssttaattee,,  aanndd  llooccaall  ggoovveerrnnmmeennttss..  

••  IInn  tthhee  ppaasstt  ttwwoo  yyeeaarrss,,  ppaasssseennggeerr  rreevveennuueess,,  aaddjjuusstteedd  ffoorr  iinnffllaattiioonn,,  hhaavvee  ggeenneerraallllyy  ddeecclliinneedd,,  
aanndd  iinn  ffiissccaall  yyeeaarr  11999966,,  tthhee  ggaapp  bbeettwweeeenn  ooppeerraattiinngg  ddeeffiicciittss  aanndd  ffeeddeerraall  ooppeerraattiinngg  ssuubbssiiddiieess  
bbeeggaann  ttoo  ggrrooww  aaggaaiinn  ttoo  lleevveellss  eexxcceeeeddiinngg  tthhoossee  ooff  ffiissccaall  yyeeaarr  11999944,,  wwhheenn  tthhee  ccoonnttiinnuuaattiioonn  ooff  
AAmmttrraakk’’ss  nnaattiioonnwwiiddee  sseerrvviiccee  wwaass  tthhrreeaatteenneedd..  

••  AAmmttrraakk’’ss  ddeebbtt  lleevveellss  hhaavvee  iinnccrreeaasseedd  ssiiggnniiffiiccaannttllyy..  BBeettwweeeenn  ffiissccaall  yyeeaarrss  11999933  aanndd  11999966,,  
AAmmttrraakk’’ss  ddeebbtt  aanndd  ccaappiittaall  lleeaassee  oobblliiggaattiioonnss  iinnccrreeaasseedd  ffrroomm  $$552277  mmiilllliioonn  ttoo  aabboouutt  $$998877  
mmiilllliioonn  ((iinn  11999966  ddoollllaarrss))..  

••  IItt  iiss  lliikkeellyy  AAmmttrraakk  wwiillll  ccoonnttiinnuuee  ttoo  rreeqquuiirree  ffeeddeerraall  ffiinnaanncciiaall  ssuuppppoorrtt——bbootthh  ooppeerraattiinngg  aanndd  
ccaappiittaall——““wweellll  iinnttoo  tthhee  ffuuttuurree..””  

 

BB..  RReecceenntt  CCoonnggrreessssiioonnaall  IInnqquuiirryy  
 
The House Transportation and Infrastructure Committee in April 1997 created the Working Group on 
Inter-City Rail, also known as the “blue ribbon panel” on Amtrak.  Rep. Bud Shuster, committee 
chairman, said in announcing the panel that “Congress has been faced with claims of an Amtrak ‘crisis’ 
many times in the past. This is the final crisis: the alternative is a Penn Central-style bankruptcy, with all 
of the chaos and unpredictability that comes with a bankruptcy and a complete shutdown.”15  The panel 
came to dramatic findings, summarized as follows: 
 

••  AAmmttrraakk  iiss  aawwaasshh  iinn  rreedd  iinnkk,,  bbuuffffeetteedd  bbyy  ccoonnfflliiccttiinngg  mmiissssiioonnss  aanndd  bbaalllloooonniinngg  ddeebbtt,,  aanndd  
vviirrttuuaallllyy  ssttaarrvveedd  ffoorr  ccaappiittaall  iinn  bbootthh  ppoolliittiiccaall  aanndd  ffiinnaanncciiaall  tteerrmmss..  TThheessee  ccoonnddiittiioonnss  ccrreeaattee  aann  
uunntteennaabbllee  oouuttllooookk  ffoorr  ppaasssseennggeerr  rraaiill  iinn  tthhee  UUnniitteedd  SSttaatteess..  

••  AAmmttrraakk  hhaass  mmiisssseedd  iittss  ffiinnaanncciiaall  ttaarrggeettss..  IInn  tthhee  nneexxtt  ssiixx  ttoo  ttwweellvvee  mmoonntthhss,,  AAmmttrraakk  ffaacceess  aa  
mmaajjoorr  lliiqquuiiddiittyy  ccrriissiiss  aanndd  pprroobbaabbllee  bbaannkkrruuppttccyy..  

••  AAmmttrraakk  ddooeess  nnoott  pprrooppeerrllyy  ccoommppeennssaattee  ffrreeiigghhtt  rraaiillrrooaaddss  ffoorr  tthhee  ccoossttss  ooff  AAmmttrraakk--ccaauusseedd  
ffrreeiigghhtt  ttrraaiinn  ddeellaayyss,,  aanndd  ccoonnttrraaccttss  wwiitthh  rraaiillrrooaaddss  sshhoouulldd  bbee  nneeggoottiiaatteedd  bbaasseedd  nnoott  oonn  ffeeddeerraall  
ddiirreeccttiivvee  bbuutt  oonn  ccoommmmuutteerr  rraaiillrrooaadd  eexxppeerriieennccee..  

••  CCaappiittaall  aanndd  ooppeerraattiinngg  ffuunnddiinngg  sshhoouulldd  bbee  ddiirreecctteedd  ttoowwaarrdd  rroouutteess  wwiitthh  mmaarrkkeett  ppootteennttiiaall,,  
wwhhiicchh  aarree  pprriimmaarriillyy  tthhee  hhiigghheerr  ddeennssiittyy  iinntteerr--cciittyy  ccoorrrriiddoorrss..  

                                                        
1133  DDoonn  PPhhiilllliippss,,  ““AAmmttrraakk  IIss  WWaayy  OOffff  TTrraacckk  FFiissccaallllyy,,  IIttss  PPrreessiiddeenntt  aanndd  tthhee  GGAAOO  SSaayy,,””  WWaasshhiinnggttoonn  PPoosstt,,  MMaarrcchh  1188,,  11999944,,  pp..  AA99..  
1144  PPhhyylllliiss  FF..  SScchheeiinnbbeerrgg,,  UU..SS..  GGeenneerraall  AAccccoouunnttiinngg  OOffffiiccee,,  IInntteerrcciittyy  PPaasssseennggeerr  RRaaiill——AAmmttrraakk’’ss  FFiinnaanncciiaall  CCrriissiiss  TThhrreeaatteennss  CCoonnttiinnuueedd  

VViiaabbiilliittyy,,  TTeessttiimmoonnyy,,  SSeennaattee  CCoommmmiitttteeee  oonn  FFiinnaannccee,,  AApprriill  2233,,  11999977..  
1155  NNeewwss  RReelleeaassee,,  HHoouussee  CCoommmmiitttteeee  oonn  TTrraannssppoorrttaattiioonn  &&  IInnffrraassttrruuccttuurree,,  AApprriill  22,,  11999977..  
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••  AAmmttrraakk’’ss  mmoonnooppoollyy  sshhoouulldd  eenndd  aanndd  ppaasssseennggeerr  rraaiill  sseerrvviiccee  sshhoouulldd  bbee  ooppeenneedd  ttoo  ccoommppeettiittiioonn..  

••  LLoonngg--ddiissttaannccee  ttrraaiinnss  mmaakkee  mmoorree  sseennssee  aass  ““rroolllliinngg  NNaattiioonnaall  PPaarrkkss..””  

••  AAmmttrraakk  iiss  rreeqquuiirriinngg  llaarrggee  ssuubbssiiddiieess  ffrroomm  ttaaxxppaayyeerrss  aanndd  tthhoossee  ssuubbssiiddiieess  aarree  nnoott  ddiirreecctteedd  ttoo  
aaccttiivviittiieess  ooff  mmaaxxiimmuumm  bbeenneeffiitt..  FFuunnddiinngg  AAmmttrraakk  aass  iitt  iiss  ttooddaayy  ooffffeerrss  lliittttllee  hhooppee  ooff  ssuucccceessss  
aanndd  wwoouulldd  bbee  iirrrraattiioonnaall——aa  ttrruuee  wwaassttee  ooff  ttaaxxppaayyeerrss’’  mmoonneeyy..  

••  RReeffoorrmmss  llaauunncchheedd  bbyy  AAmmttrraakk  hhaavvee  nnoott  ppaaiidd  ooffff..  

••  TTrraannssiittiioonn  ffuunnddiinngg  iiss  nneeeeddeedd  ttoo  bbrriinngg  aabboouutt  rreessttrruuccttuurriinngg..1166  
 

CC..    AAmmttrraakk  CCrreeddiibbiilliittyy  CCrriissiiss  
 
While the Working Group’s report was quite critical, Amtrak would have the public hold more optimistic 
views. Amtrak claims regarding ridership, subsidies, cost recovery, projected revenues, future 
innovations, and prospects for express traffic deserve examination. 
 

11..  RRiiddeerrsshhiipp  aanndd  MMaarrkkeett  SShhaarree  
 
Amtrak has had a history of issuing incorrect projections. In 1977, for example, Amtrak estimated to 
Congress that 25 million passengers would ride its trains by 1982.17  Amtrak has never achieved that 
figure. Today, not only are Amtrak projections still questionable but so are its claims of actual ridership. 
 
Miscounting Commuters. Amtrak is trying to boost its importance by inflating ridership figures. 
Amtrak now counts as its passengers those who also are reported as passengers by local commuter 
agencies. For example, a passenger aboard a Metrolink commuter train between Glendale and Los 
Angeles is counted by Amtrak as passenger, but is also reported as such by the local Metrolink agency. 
The unprecedented practice of double counting has permitted Amtrak for several years to claim it carries 
“55 million people each year.”18  That figure is more than double the 19.7 million passengers who rode 
Amtrak’s own trains last year. 
 
Amtrak justifies this practice because it serves as a contractor for the Los Angeles commuter trains, as 
well as local trains in Boston, San Francisco, San Diego, and Baltimore-Washington-Northern Virginia. 
Yet, if Amtrak were abolished the commuter trains would still run. Local agencies own their commuter 
equipment and obtain subsidies apart from Amtrak subsidies. In fact, Amtrak is by federal law prohibited 
from using federal intercity subsidies to cross-subsidize commuter trains. 
 
Double-counting isn’t found among airlines even when relationships are similar to Amtrak-commuter 
arrangements. Many major airlines provide passenger check-in services, baggage loading, refueling and 
other services for regional airlines. The major airlines—under the Amtrak standard—could count the 
regional airline’s passengers as their own. But airlines don’t because that’s misrepresentation and the 
Securities and Exchange Commission would stop the practice. 
 

                                                        
1166  AA  NNeeww  VViissiioonn  ffoorr  AAmmeerriiccaa’’ss  PPaasssseennggeerr  RRaaiill,,  WWoorrkkiinngg  GGrroouupp  oonn  IInntteerr--CCiittyy  PPaasssseennggeerr  RRaaiill,,  WWaasshhiinnggttoonn,,  DD..CC..::  HHoouussee  CCoommmmiitttteeee  

oonn  TTrraannssppoorrttaattiioonn  aanndd  IInnffrraassttrruuccttuurree,,  JJuunnee  11999977..  
1177  AAmmttrraakk  NNeewwss  RReelleeaassee,,  ““IImmpprroovveemmeennttss  ttoo  EEqquuiippmmeenntt,,  TTrraacckk,,  SSttaattiioonnss  iinn  AAmmttrraakk  FFiivvee--YYeeaarr  PPllaann,,””  OOccttoobbeerr  1100,,  11997777,,  pp..  33..  
1188  TThhoommaass  DDoowwnnss,,  ““DDoonn’’tt  SSttoopp  TThhoossee  TTrraaiinnss,,””  WWaasshhiinnggttoonn  PPoosstt,,  AAuugguusstt  1177,,  11999977,,  ppaaggee  CC77,,  aanndd  LLeetttteerr  ffrroomm  tthhee  PPrreessiiddeenntt,,  AAmmttrraakk  

11999955  AAnnnnuuaall  RReeppoorrtt,,  pp..  22..  
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Overall Ridership Decline. Amtrak is ballyhooing ridership increases in fiscal year 1997 as evidence of 
revived fortunes. In fact, Amtrak is comparing traffic with its wretched 1996 performance when it carried 
only 19.7 million passengers—the lowest in 12 years (see Figure 1).19   Further, Amtrak’s 1996 traffic 
was barely higher than in 1977—two decades ago. 
 
Amtrak’s dismal performance is occurring during a healthy economy, when airlines and highways are 
registering all-time record traffic levels. Amtrak remains odd man out, as reflected in an early 1997 story on 
resurgent bus travel:  “Nationwide travel aboard Greyhound, the No. 1 bus carrier, is up more than 12 
percent compared with six years ago, and travel on Trailways, which has undergone a major expansion, is 
up 77 percent during the same period. That compares with a 10 percent decline in Amtrak train ridership 
nationwide and a more than 28 percent increase in airplane passengers on U.S. carriers during the same 
period.”20 
 
Declining Market Share. Amtrak has lost market share throughout the nation. During 1972, Amtrak’s first 
full year of operation, it was estimated that Amtrak carried about 0.8 percent of all passengers making 
intercity trips. Today, Amtrak’s share has fallen to a microscopic 0.4 percent.21   Amtrak’s passenger miles 
have dropped at an alarming rate, from 6.273 million in fiscal year 1991 to 5.050 million in fiscal year 1996. 
 
 

 
 
 

                                                        
1199  SSoouurrcceess  ffoorr  FFiigguurree  11  aarree  BBaacckkggrroouunndd  oonn  AAmmttrraakk,,  SSeepptteemmbbeerr  11997788,,  pp..  3300;;  MMiikkee  SScchhaaffeerr,,  ““AAmmttrraakk’’ss  aattllaass,,””  TTrraaiinnss,,  JJuunnee  11999911,,  pp..  

4499;;  aanndd  AAmmttrraakk  11999966  AAnnnnuuaall  rreeppoorrtt,,  pppp..  IIVV  aanndd  VV..  
2200  AAllllaann  LLeennggeell,,  ““SSppiinnnniinngg  TThheeiirr  WWhheeeellss  AAtt  tthhee  DDeeppoott..  RRiissiinngg  NNuummbbeerr  ooff  BBuuss  TTrraavveelleerrss  KKeeeeppss  DD..CC..  GGrreeyyhhoouunndd  TTeerrmmiinnaall  BBuussyy,,””  

WWaasshhiinnggttoonn  PPoosstt,,  AApprriill  2211,,  11999977,,  pp..  BB11..  
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The U.S. population in 1970, the year Congress created Amtrak, was 203.3 million.22  The Census 
Bureau estimates the September 1, 1997, population at 268 million.23  In 1972, Amtrak’s first full year of 
operation, it carried 16.6 million passengers.24  In comparing 1997 with 1972, Amtrak carried only 3.1 
million more passengers despite a national population growth of about 60 million. This reflects the worst 
U.S. market penetration of any mode of passenger transport. 
 
Travel on Amtrak-style overnight trains is declining worldwide (China is an exception). In Europe, 
passenger rail’s market share dropped by nearly 20 percent in the 1980s, while the airline market share 
increased by 60 percent.25  The decline would have been more startling except that high-speed and 
commuter train systems registered gains that masked long-distance declines. Railway Gazette 
International editorialized that most European overnight routes “face an uncertain future.”26  The London 
& Continental Railways recently abandoned plans to operate sleeping car trains from Scotland and 
England to Paris via the Channel Tunnel, with chief executive Adam Mills stating, “a night service from 
the regions is simply not viable.”27  The sleeping cars ordered in 1992 are being sent into long-term 
storage, a good example for the United States to follow. Amtrak-style conventional trains are being 
discontinued in countries as dissimilar as Argentina and the Czech Republic, whose 1998 timetable will 
show 5,889 trains, down from 6,258.28  The Czech Railway is curtailing passenger train service despite 
strident objections by labor unions.29   
 
Rider Demographics. Amtrak claims to provide mobility to all social classes. It is useful to consider a 
Cato Institute policy analysis, which relied on data from the U.S. Department of Transportation’s 
Nationwide Personal Transportation Survey and Amtrak itself. It concluded: 
 

TThhee  ppoooorr  aarree  nnoott  eessppeecciiaallllyy  hheeaavvyy  uusseerrss  ooff  AAmmttrraakk..  TThhrreeee--ffoouurrtthhss  ooff  AAmmttrraakk  ppaasssseennggeerrss  hhaavvee  
iinnccoommeess  aabboovvee  tthhee  nnaattiioonnaall  aavveerraaggee..  TTrraavveell  oonn  AAmmttrraakk  bbyy  ppeerrssoonnss  wwiitthh  iinnccoommeess  aabboovvee  $$4400,,000000  iiss  
tthhee  hhiigghheesstt  ooff  aannyy  mmooddee——33..55  ttiimmeess  hhiigghheerr  tthhaann  oonn  bbuusseess  aanndd  nneeaarrllyy  11..55  ttiimmeess  hhiigghheerr  tthhaann  oonn  
aaiirrlliinneess..  NNeeaarrllyy  oonnee--tthhiirrdd  ooff  AAmmttrraakk  ppaasssseennggeerrss  hhaavvee  hhoouusseehhoolldd  iinnccoommeess  ooff  $$7755,,000000  oorr  mmoorree,,  aanndd  
2200  ppeerrcceenntt  hhaavvee  iinnccoommeess  ooff  $$110000,,000000  oorr  mmoorree..  AAmmttrraakk’’ss  cclliieenntteellee  iiss  mmuucchh  mmoorree  sskkeewweedd  ttoowwaarrdd  
hhiigghheerr  iinnccoommeess  tthhaann  tthhee  ggeenneerraall  ppooppuullaattiioonn..3300  

 

22..  LLeevveell  ooff  SSuubbssiiddiieess  
 
Amtrak’s thicket of subsidies is difficult to unravel. Amtrak boosters, for example, often cite $13 billion 
in federal operating subsidies as the total Amtrak has received since its inception. In fact, if federal 
capital expenditures for Amtrak are included along with Amtrak’s funding requests for fiscal year 1998, 
then federal subsidies to Amtrak will total $20.4 billion.31 
 

                                                        
2222  WWoorrlldd  AAllmmaannaacc  aanndd  BBooookk  ooff  FFaaccttss  11999944  ((MMaannwwaahh,,  NN..JJ..::  WWoorrlldd  AAllmmaannaacc)),,  pp..  336611..  
2233  UU..SS..  CCeennssuuss  BBuurreeaauu  IInntteerrnneett  ssiittee,,  PPrroojjeeccttiioonn  ppaaggee,,  SSeepptteemmbbeerr  11,,  11999977..  
2244  BBaacckkggrroouunndd  oonn  AAmmttrraakk,,  WWaasshhiinnggttoonn,,  DD..CC..::  AAmmttrraakk,,  SSeepptteemmbbeerr,,  11997788,,  pp..  3300..  
2255  JJeeaann  LLoovvee  eett  aall,,  pp..  99..  
2266  ““LLaasstt  cchhaannccee  ttoo  ccaattcchh  tthhee  nniigghhtt  ttrraaiinn,,””  RRaaiillwwaayy  GGaazzeettttee  IInntteerrnnaattiioonnaall,,  SSeepptteemmbbeerr  11999977,,  pp..  555555..  
2277  ““SSlleeeeppeerrss  aabbaannddoonneedd,,””  RRaaiillwwaayy  GGaazzeettttee  IInntteerrnnaattiioonnaall,,  AAuugguusstt  11999977,,  pp..  449977..  
2288  ““CCzzeecchh  RReeppuubblliicc,,””  IInntteerrnnaattiioonnaall  RRaaiillwwaayy  JJoouurrnnaall,,  JJuullyy  11999977..  
2299  ““CCzzeecchh--SSttrriikkee,,””  AAssssoocciiaatteedd  PPrreessss,,  FFeebbrruuaarryy  44,,  11999977..  
3300  JJeeaann  LLoovvee  eett  aall,,  pp..  44..  
3311  FFoorr  aa  yyeeaarr--bbyy--yyeeaarr  bbrreeaakkddoowwnn  ooff  AAmmttrraakk  ssuubbssiiddiieess,,  sseeee  JJoosseepphh  VVrraanniicchh,,  DDeerraaiilleedd::  WWhhaatt  WWeenntt  WWrroonngg  aanndd  WWhhaatt  ttoo  DDoo  AAbboouutt  

AAmmeerriiccaa’’ss  PPaasssseennggeerr  TTrraaiinnss,,  ““AAmmttrraakk’’ss  SSttrruuccttuurraall  PPrroobblleemmss,,””  CChhaapptteerr  TTwwoo  ((NNeeww  YYoorrkk::  SStt..  MMaarrttiinn’’ss  PPrreessss,,  OOccttoobbeerr  11999977))..  
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But even this figure is understated since Amtrak has obfuscated its capital subsidies. In a 1997 
submission to the GAO,32 Amtrak failed to list capital funds received through a federally guaranteed loan 
process, a costly arrangement to the public treasury. Amtrak has never repaid $880 million in loans 
received between 1971 and 1975, and that obligation plus $239.6 million in interest were paid by the 
Federal Railroad Administration (FRA) on Amtrak’s behalf. Although current reports ignore this 
obligation, an earlier Amtrak annual report states: 
 

AAtt  SSeepptteemmbbeerr  3300,,  11998833,,  AAmmttrraakk  hhaadd  bboorrrroowweedd  uunnddeerr  nnootteess  ppaayyaabbllee  ttoo  tthhee  FFeeddeerraall  FFiinnaanncciinngg  BBaannkk  
uupp  ttoo  iittss  mmaaxxiimmuumm  FFeeddeerraall  gguuaarraanntteeeedd  llooaann  aauutthhoorriittyy  ooff  $$888800,,000000,,000000..  OOnn  OOccttoobbeerr  55,,  11998833,,  tthhiiss  
oobblliiggaattiioonn,,  pplluuss  $$223399,,663355,,000000  iinn  aaccccrruueedd  iinntteerreesstt,,  wwaass  ppaaiidd  oonn  AAmmttrraakk’’ss  bbeehhaallff  bbyy  tthhee  FFeeddeerraall  
RRaaiillrrooaadd  AAddmmiinniissttrraattiioonn,,  aanndd  aa  nneeww  nnoottee  iinn  tthhee  aammoouunntt  ooff  $$11,,111199,,663355,,000000  wwaass  eexxeeccuutteedd  aass  ooff  tthhaatt  
ddaattee  bbeettwweeeenn  AAmmttrraakk  aanndd  tthhee  UU..SS..  GGoovveerrnnmmeenntt..  TThhee  nnoottee  mmaattuurreess  oonn  NNoovveemmbbeerr  11,,  22008822,,  aanndd  wwiillll  
bbee  rreenneewweedd  ffoorr  ssuucccceessssiivvee  9999--yyeeaarr  tteerrmmss..  IInntteerreesstt  iiss  ppaayyaabbllee  oonnllyy  iinn  tthhee  eevveenntt  ooff  pprreeppaayymmeenntt  oorr  
aacccceelleerraattiioonn  ooff  tthhee  pprriinncciippaall..3333  

 
Thus, if this $1.1 billion is added to the previously cited $20.4 billion figure, the federal government’s 
expenditures and current obligations for Amtrak total at least $21.5 billion. Add operating and capital 
subsidies from states and it’s possible to add at least another $1 billion in taxpayer funding for a $22.5 
billion total.34 
 
There’s more. These calculations exclude funding for Amtrak from five federal programs that are outside 
Amtrak’s budget—grants for grade crossings, high-speed rail studies, intermodal stations, enhancements 
to historic buildings, and technology development. Also, some states rely on a sixth program, grants from 
the Federal Transit Administration (FTA),  to aid Amtrak. Vermont’s use of $3.5 million in FTA funds to 
finance a train to Rutland,35 and Pennsylvania’s use of $18.7 million from FTA to underwrite coaches for 
Amtrak’s Philadelphia-Harrisburg line are recent examples.36  Also uncalculated are state and local funds 
for stations; the most recent example is $30 million from New York state towards the $315 million 
conversion of Manhattan’s former central post office into an Amtrak station.37  None of these examples 
are part of the $22.5 billion amount cited above, and, unfortunately, the GAO has not included in reports 
to Congress the extent of Amtrak’s dependence on non-Amtrak public funding. 
 

33..  MMiisslleeaaddiinngg  CCoosstt  RReeccoovveerryy  CCllaaiimmss  
 
In recent congressional statements, Amtrak claims it “covers more of its operating costs—an estimated 84 
percent—than any other passenger railroad in the world.”38  Admittedly, accounting systems on railroads 
are complex. Yet, it appears Amtrak’s claim of superiority can be made (1) only if $1.1 billion in 
principal and interest are ignored for Amtrak’s federally guaranteed loans but counted for similar loans to 
foreign railroads; (2) only by classifying state subsidies to Amtrak as “revenue” (which Amtrak does in 

                                                        
3322  AAmmttrraakk  AApppprroopprriiaattiioonnss  HHiissttoorryy,,  AAmmttrraakk  FFiinnaannccee  aanndd  PPllaannnniinngg  DDeeppaarrttmmeenntt,,  ssuubbmmiitttteedd  ttoo  tthhee  UU..SS..  GGeenneerraall  AAccccoouunnttiinngg  OOffffiiccee,,  

MMaarrcchh  55,,  11999977..  
3333  AAmmttrraakk  AAnnnnuuaall  RReeppoorrtt  ffoorr  11998833,,  NNootteess  ttoo  FFiinnaanncciiaall  SSttaatteemmeennttss,,  NNoottee  44,,  pp..  2255..  
3344  TThhee  ssttaatteess  aarree  AAllaabbaammaa,,  CCaalliiffoorrnniiaa,,  DDeellaawwaarree,,  IIlllliinnooiiss,,  LLoouuiissiiaannaa,,  MMaassssaacchhuusseettttss,,  MMiicchhiiggaann,,  MMiissssiissssiippppii,,  MMiissssoouurrii,,  NNeeww  YYoorrkk,,  

NNoorrtthh  CCaarroolliinnaa,,  OOrreeggoonn,,  PPeennnnssyyllvvaanniiaa,,  TTeexxaass,,  VVeerrmmoonntt,,  WWaasshhiinnggttoonn  aanndd  WWiissccoonnssiinn..  
3355  ““VVeerrmmoonntt  GGeettss  AAnnootthheerr  TTrraaiinn,,””  PPaasssseennggeerr  TTrraaiinn  JJoouurrnnaall,,  NNoovveemmbbeerr  11999966,,  pp..  88..  
3366  ““FFeeddeerraall  FFuunnddss  AApppprroovveedd  TToo  HHeellpp  PPeennnnDDOOTT  BBuuyy  NNeeww  TTrraaiinnss,,””  PPRR  NNeewwsswwiirree,,  SSeepptteemmbbeerr  1166,,  11999977..  
3377  ““SSttaattee  OOKK’’ss  FFuunnddiinngg,,””  RRaaiill  NNeewwss,,  OOccttoobbeerr  11999977,,  pppp..  6644--6655..  
3388  TThhoommaass  DDoowwnnss,,  TTeessttiimmoonnyy,,  SSeennaattee  EEnnvviirroonnmmeenntt  aanndd  PPuubblliicc  WWoorrkkss  CCoommmmiitttteeee,,  SSuubbccoommmmiitttteeee  oonn  TTrraannssppoorrttaattiioonn  aanndd  

IInnffrraassttrruuccttuurree,,  MMaarrcchh  1133,,  11999977,,  pp..  33..  
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its annual report39) while provincial funds for overseas railroads are “subsidies.”  The GAO has pointed 
out additional discrepancies: 
 

AAmmttrraakk’’ss  rreevveennuuee--ttoo--eexxppeennssee  rraattiioo  ffoorr  ffiissccaall  yyeeaarr  11999933  iinnddiiccaatteedd  tthhaatt  rreevveennuueess  wweerree  ccoovveerriinngg  
aabboouutt  8800  ppeerrcceenntt  ooff  ooppeerraattiinngg  eexxppeennsseess..  HHoowweevveerr,,  tthhee  ccaallccuullaattiioonn  ooff  tthhiiss  rraattiioo  eexxcclluuddeedd  cceerrttaaiinn  
eexxppeennsseess,,  iinncclluuddiinngg  ((11))  ddeepprreecciiaattiioonn;;  ((22))  tthhee  FFRRAA  mmaannddaattoorryy  rreettiirreemmeenntt  ppaayymmeenntt;;  ((33))  vvaarriioouuss  
ttaaxxeess  ppaaiidd  ttoo  ffeeddeerraall  oorr  ssttaattee  ggoovveerrnnmmeennttss;;  ((44))  uusseerr  ffeeeess  aasssseesssseedd  bbyy  tthhee  FFRRAA;;  ((55))  ootthheerr  
mmiisscceellllaanneeoouuss  eexxppeennsseess  rreellaattiinngg  ttoo  aacccciiddeenntt  ccllaaiimmss;;  aanndd  ((55))  lloosssseess  iinnccuurrrreedd  iinn  pprroovviiddiinngg  [[ssttaattee--
ssuubbssiiddiizzeedd]]  sseerrvviiccee  aanndd  ddiissbbuurrsseemmeennttss  ffoorr  llaabboorr  pprrootteeccttiioonn,,  wwhhiicchh  aaccccoorrddiinngg  ttoo  aann  AAmmttrraakk  
ooffffiicciiaall,,  aarree  eexxcclluuddeedd  aatt  tthhee  ddiirreeccttiioonn  ooff  tthhee  CCoonnggrreessss..  WWee  bbeelliieevvee  aallll  rreelleevvaanntt  ccoossttss,,  bbootthh  ccaappiittaall  
aanndd  ooppeerraattiinngg,,  sshhoouulldd  bbee  iinncclluuddeedd  iinn  aannyy  ppeerrffoorrmmaannccee  mmeeaassuurreemmeenntt..  BBeeccaauussee  iitt  eexxcclluuddeess  cceerrttaaiinn  
rreelleevvaanntt  eexxppeennsseess,,  AAmmttrraakk’’ss  rraattiioo  ddooeess  nnoott  rreefflleecctt  tthhee  aabbiilliittyy  ooff  tthhee  ccoorrppoorraattiioonn’’ss  rreevveennuueess  ttoo  
ccoovveerr  aallll  ccoossttss  ooff  ooppeerraattiinngg  AAmmttrraakk..4400  

 
Thus, Amtrak reduces its ratio by removing from the calculation hundreds of millions of dollars in costs. 
If such additional expenses for fiscal year 1993, which totaled about $370 million, had been included in 
the calculation, the GAO believes the ratio would have been only 66 percent, or 14 percentage points 
lower than reported by Amtrak. 
 

44..  AAmmttrraakk  HHiigghh--SSppeeeedd  RRaaiill  PPrreeddiiccttiioonnss  
 
Perhaps as early as 1999, Amtrak’s New York-Washington Metroliners will be replaced by American 
Flyer trains, capable of 150 mph, which also will operate from New York to Boston. Amtrak projects 
profits for the service, yet the level of profitability is questionable. The American Flyer will travel at 
slower average speeds than Spain operated in the early 1990s, France in the 1980s, and Japan in the 
1970s.41  Thus, Amtrak’s air-competitiveness in the future, particularly between Boston and New York, 
will pale in comparison to that of high-speed lines overseas in the past. A relationship exists between 
travel time and market penetration, and it’s doubtful that Amtrak’s American Flyer will come near 
meeting the ridership or profitability levels of the successful overseas systems. Furthermore, 
conventional Amtrak trains in the Northeast that run on slower schedules will continue to lose money. 
These factors will limit Amtrak’s ability to use Northeast Corridor profits to cross-subsidize long-
distance trains. 
 
Amtrak has a record of issuing inaccurate projections. Reported GAO: “From 1991 to 1994, revenues 
were lower than projected, while expenses were higher than planned,” with Amtrak overestimating 
passenger revenues by $600 million in that period.42   For fiscal years 1995 and 1996, Amtrak 
miscalculated net losses by $127 million. For fiscal year 1997, Amtrak revised its net loss projection 
upward three times—first it was $726 million, then $762 million, and by April 1997 was $786 million.43  
How can projections of American Flyer profits years from now be credible when Amtrak’s current-year 
projections contain such wide discrepancies? 
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Amtrak “high-speed” efforts elsewhere are neither high-speed nor likely to cover costs. For example, 
Amtrak claims its “high-speed” Talgo trains will “revolutionize transportation in the Northwest.”44  
However, Amtrak’s current Seattle-Vancouver, B.C., Talgo schedule of 3 hours and 55 minutes is 
identical to the running time of trains on that route run by the Great Northern Railway in 1952—45 years 
ago. On the Seattle-Portland route, Amtrak’s fastest Talgo runs in 3 hours and 50 minutes, or 9 minutes 
faster than a 1952 train.45  Amtrak plans to cut Seattle-Portland Talgo schedules to perhaps 3 hours and 
15 minutes,46 or 15 minutes faster than what Amtrak offered on its first day of business in 1971.47 
 
Slow schedules on Amtrak’s “emerging corridors” will limit Amtrak’s ability to build the premium-fare 
traffic that helps to establish profits. It’s reasonable to conclude that future revenues from such routes 
will be insufficient to subsidize the rest of Amtrak’s system. 
 

55..  AAmmttrraakk’’ss  NNeeww  FFrreeiigghhtt  BBuussiinneessss  
 
Amtrak’s latest miscalculation is to try to enter the freight business—an activity that is extraneous to 
Amtrak’s passenger mission and violates Amtrak’s enabling legislation. It also could prove costly should 
Amtrak even partially shut down. 
 
When Congress amended the Rail Passenger Service Act to permit Amtrak to carry “express,” such was 
understood to mean a small-package, retail-oriented service. It was expected that express would 
incrementally increase Amtrak revenues with few added costs, since agents already were on duty and no 
extra rail cars were required. Using this authority, Amtrak claims to have started an “express” business to 
carry specialty commodities like “computer chips” and items that need “relatively fast handling.”48  In 
reality, however, Amtrak has an ambitious plan to lease 600 rail cars and has begun to carry beer, coiled 
steel, soft drinks, truck parts, canned pineapple, cranberry juice, and other commodities.49  This is not 
“express” in the traditional sense—this is freight. 
 
This effort violates the basic tenet of why Amtrak was established—to create an organization dedicated 
to serving passengers, not commodities. Union Pacific’s director of public affairs, John E. Bromley, said 
in Trains magazine: “Amtrak’s original franchise authorized it to carry mail and express incidental to 
operation of its passenger trains, not to carry passengers incidental to operation of freight trains.”50 
 
Reported the Wall Street Journal: “‘It’s flatly unconstitutional,’ says James Dolan, vice president, law, of 
[the] Union Pacific Railroad. ‘They are using their special passenger-train franchise to steal business 
from the freight railroads.’”51  His concern is legitimate. The Rail Passenger Service Act obligates freight 
railroads to carry Amtrak trains over their tracks and give Amtrak priority over freight trains. The 
problem is Amtrak trains could delay freight trains to the detriment of the freight railroads.52 
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Carrying freight on Amtrak passenger trains imposes new demands on railroad infrastructure, raising 
compensation concerns. An economic analysis by Union Pacific calculated that Amtrak underpaid $56.2 
million in one year alone to operate 40-plus trains on their railroad. Progressive Railroading quoted 
Union Pacific’s Ed Trandahl:  “In 1995, Amtrak paid Union Pacific $9.9 million to operate on 10,000 
miles of UP track; a freight railroad would’ve paid more than $66 million.”53 
 
By carrying freight, Amtrak hopes to preserve trains politically useful to Amtrak (such as the Texas 
Eagle, which now hauls beer) despite being marketplace losers. The ploy is questionable because 
Amtrak’s long-distance trains will continue to lose money. Amtrak said the Chicago-Los Angeles 
Southwest Chief earns about 42 percent of its revenue carrying mail. Despite that, the train lost $35.3 
million in 1996 on a fully allocated cost basis.54 
 
Amtrak passengers have begun to receive second-class treatment while freight receives priority. In 
Chicago, riders have begun to suffer extra delays while poky locomotives uncouple boxcars from Amtrak 
trains.55  On August 21, 1997, when the FRA issued a safety order regarding Amtrak freight cars, the 
Southwest Chief was delayed in New Mexico for several hours while such cars were shunted around.56  
Amtrak plans to institutionalize freight-related delays by lengthening schedules a half-hour in Chicago 
for some trains and 20 minutes in Dallas and Fort Worth for the already slow Texas Eagle.57  If a 
passenger backlash occurs because interminable train trips become even longer, and passenger revenue 
declines, what will have been achieved? 
 
With Amtrak liquidation possible, it’s unwise for Amtrak to assign more employees to freight. Under the 
Railway Labor Act, Amtrak must provide employees with a costly labor protection plan. A worker whose 
job is lost because of a route discontinuance is eligible for a ridiculously generous severance of up to six 
years of salary. Any time Amtrak shifts workers from a short-distance service (the type that might 
survive a shutdown) to a long-distance service (the kind that should be discontinued), Amtrak is making 
more employees eligible for severance. It’s also unwise to be purchasing or leasing hundreds of new 
freight cars. The costs to divest these cars, disband Amtrak’s new freight department, and provide labor 
protection will put taxpayers in the outrageous position of subsidizing Amtrak’s entry into the freight 
business today and subsidizing its exit tomorrow. America will pay twice for a service Amtrak should not 
have launched in the first  place. 
 

66..    AAmmttrraakk’’ss  ““PPrriivvaattiizzeedd””  SSttaattuuss  
 
Amtrak has exhibited shades of privatization in its procurement of American Flyer trains. The builders, 
Bombardier and GEC Alsthom, will finance much of the transaction by borrowing from banks, although 
at preferential rates because the loans are guaranteed by the Export-Import Bank.58  Amtrak also required 
the bidders to sign long-term maintenance and management contracts, a form of outsourcing. 
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Generally, however, Amtrak has sought to undermine the concept of privatizing Amtrak. Amtrak 
President Thomas Downs has said, “We are probably the most privatized passenger railroad in the 
world.”59  His assertion fails many tests. 
 
Amtrak is a quasi-public corporation and its stock ownership is unique. Amtrak’s preferred shares are 
owned by the U.S. government and its common stock is considered worthless by railroad owners; in 
privatized rail companies, shares usually are traded on stock exchanges. Amtrak has never paid a 
dividend; privatized companies generally do. The Amtrak Board of Directors is appointed by the 
President and includes elected officials; these practices are unheard of in private companies. Also, the 
Supreme Court in a free-speech case has ruled that Amtrak is a government entity, not a private 
corporation, and could be sued on that basis.60 
 
Amtrak, which can perish simply by federal edict, is a nationalized service. 
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TThhee  CChhooiicceess  FFaacciinngg  AAmmeerriiccaa  TTooddaayy  

AA..  TThhee  CCaallll  ffoorr  AAlltteerrnnaattiivveess  ttoo  AAmmttrraakk  
 
Support for Amtrak is weakening. In September 1997, the Arizona Rail Passenger Association called for 
Amtrak’s breakup—a striking departure from its 19-year record of support for Amtrak. It urged a return 
of long-distance passenger trains to railroads, a shift in responsibility for short-distance trains to states, 
and transfer of the Boston-Washington line to a new regional agency. 
 
Michael R. Garey, the organization’s president, said there is no reasonable prospect that Amtrak will 
bring about truly modern passenger service. He wrote:  “Outside of the Northeast Corridor and a few 
other places, Amtrak trains operate on slower schedules than trains over the same routes of 50 to 60 years 
ago. On top of that, their on-time performance on these slower schedules is terrible. . . . Public 
subsidization of that kind of rail service makes no more sense today than would subsidization of stage 
coach lines in competition with the railroads between 1870 and 1900 have been justifiable at that time.”61 
 
There are three key elements in replacing Amtrak: privatization, regionalization, and liquidation. All 
three have been used in rail reorganization worldwide. 
 

BB..  PPrriivvaattiizzaattiioonn  
 
The United States has already privatized a railroad, Conrail, the large freight line in the East and 
Midwest. With about $7 billion in federal aid, Conrail revitalized the lines of six bankrupt railroads 
including Penn Central’s. The federal government owned 85 percent of Conrail, prior to privatizing it 
under the 1981 Northeast Rail Services Act. When Conrail was sold for $1.6 billion on March 26, 1987, 
it became the largest initial public stock offering in the nation’s history.62  Conrail’s value increased over 
the years and by 1997 CSX and Norfolk Southern made competing $10.3 billion merger offers to Conrail 
shareholders. 
 
Today, privatization of railroads, including freight and passenger operations, is underway in 40 nations 
(see Table 1). Public-sector railroads overseas have suffered from excessive control by the government, 
slow reaction to marketplace changes, archaic labor practices, insensitivity to local needs, and excessive 
need for subsidies. Those also are Amtrak’s problems. 
 
“The least costly option [for Amtrak] may be the one the government so far has avoided: privatization,” 
said Bruce Chapman, president of the Discovery Institute. “Alternative approaches include opening the 
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service to bidders, with a built-in subsidy for a period of transition.”  States could help maintain routes in 
their territories, as many already do.63 

Table 1: Summary of Rail Privatization Worldwide 

 Country Franchise to 
Private Rail 
Operators 

Public to 
Private Fixed 

Asset Transfer 

Private 
Funds in 
New Rail 
Facilities 

Private Funds 
Raised in 

Stock Offering 

Devolve 
Service to 
States or 
Regions 

Privatization 
Planning 

Underway, Plans 
Incomplete 

1 Argentina* 4    4  
2 Australia* 4 4 4    
3 Austria     4  
4 Bolivia 4      
5 Brazil* 4      
6 Cameroon      4 
7 Canada 4 4  4   
8 Chile* 4      
9 China    4   
10 Colombia* 4      
11 Congo 4      
12 Costa Rica* 4      
13 Czech Rep.  4   4  
14 Ecuador      4 
15 Estonia      4 
16 France   4 4   
17 Gabon      4 
18 Germany   4  4  
19 Great Britain* 4  4 4   
20 Guatemala* 4      
21 India 4  4    
22 Israel      4 
23 Ivory Coast 4      
24 Jordan      4 
25 Japan  4 4 4 4  
26 Latvia      4 
27 Lithuania      4 
28 Malawi      4 
29 Malaysia 4      
30 Mexico* 4      
31 Mozambique* 4      
32 Netherlands      4 
33 New Zealand* 4   4   
34 Pakistan      4 
35 Panama* 4      
36 Paraguay      4 
37 Peru*      4 
38 Portugal      4 
39 Russia  4 4 4 4  
40 Slovakia      4 
41 South Africa      4 
42 Taiwan 4  4    
43 Togo      4 
44 Uruguay      4 
45 Venezuela      4 
46 Vietnam      4 
47 Zambia      4 
48 Zimbabwe   4    

* Privatization activity involving U.S. railroads or rail consulting firms. 
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The range of franchising (sometimes called concessioning) arrangements varies widely between, say, the 
United Kingdom and Argentina, as discussed in the Appendix. Yet, concessionaires consistently increase 
railroad revenues through innovative marketing practices and lower costs through improved efficiency. 
For unprofitable rail service that must remain for social reasons, planners are lowering subsidy 
requirements through franchising or spinoffs to regional or local governments. 
Most nations require private-sector financing in new high-speed passenger facilities; the participants 
include banks, construction companies, and the public (through share offerings). Amtrak’s operating 
losses, combined with its poor reputation, serve as a restraint to private financing of its infrastructure. 
Dismantling Amtrak would improve the environment for private-sector investment in passenger rail 
facilities which make market sense. 
 
The freight railroads in the United States have demonstrated they are interested in privatization 
opportunities. These firms have gotten involved in passenger issues as they meet franchise terms in other 
countries, sometimes running the passenger trains. 
 

CC..  RReeggiioonnaalliizzaattiioonn  
 
The United States has already regionalized rail service. 
 
The Alaska Railroad was defederalized through the Alaska Railroad Transfer Act of 1982, in which 
Congress agreed that “continued federal control and financial support of the line are no longer necessary 
to accomplish the objectives of serving Alaska and its people.”64  The railroad’s performance is 
outstanding; it carried more than a half a million passengers in 1996, an all-time record.65   The Alaska 
Railroad carries more passengers on one rural, highly seasonal route than Amtrak does on many of its 
more populated short-distance routes, such as Chicago-St. Louis and Chicago-Cincinnati, or long-
distance routes, with the Chicago-Boston Lake Shore Limited and Los Angeles-New Orleans-Orlando 
Sunset Limited being just two examples of many. 
 
State and regional authorities could retain certain Amtrak train services. California has begun a 
localization process that could lead to non-Amtrak operation of state-supported Amtrak trains. Florida 
rejected a high-speed rail franchise application from a consortium that included Amtrak. Dallas selected 
Burlington Northern Santa Fe and Herzog Transit Services, Inc., over Amtrak to provide contract 
services for commuter rail. Also, the Massachusetts Bay Transportation Authority stated it may terminate 
Amtrak as a contractor for Boston commuter service because of poor performance.66 
 
Regionalizing Amtrak services can reduce costs as well as increase revenues. Cost savings could come 
about in three ways: (1) substituting a daytime coach-only train for an overnight train that carries 
sleeping cars, the most expensive type of car to operate; (2) avoiding payments for Amtrak overhead 
costs, which are considerable; and (3) using the competitive bid process in awarding franchises. 
According to E. S. “Steve” Savas, director of the Privatization Research Organization at New York 
City’s Baruch College, “The most important single attribute of contracting is that when properly done, it 
creates and institutionalizes competition, which is the underlying factor that encourages better 
performance.”  It also “permits better management, free of most of the distracting influences that are 
characteristic of overtly political organizations [and] fosters good management because the cost of a 
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service is highly visible in the price of the contract, whereas the cost of government service is usually 
obscured.”67 
 

DD..  LLiiqquuiiddaattiioonn  
 
Numerous issues are involved in liquidating Amtrak, such as the sale of assets at fair cost. Locomotives 
and passenger cars could be sold to regional operators that will replace Amtrak, to commuter rail 
systems, or to private operators of seasonal land-cruise trains. Locomotives surplus to those markets 
could be sold to freight railroads. 
 
A regional agency could own the Northeast Corridor line. This idea originated with Senator Claiborne 
Pell of Rhode Island in 1962, when he advocated creating a multi-state public body funded by bonds to 
acquire the Boston-Washington line.68  The idea is being revived by passenger-rail advocate Anthony 
Haswell, who suggests establishing an authority through an interstate compact to own the line. The 
authority would charge usage fees to a variety of operators. Some would object to Northwestern states 
having to self-finance their passenger rail line, yet California has paid for nearly all capital improvements 
and much of the operating subsidies for Amtrak’s Los Angeles-San Diego service. Also, the federal 
government has declined to assist Florida in financing a new Miami-Tampa rail line, an asset that would 
remain under state ownership once built. No justification exists for one federal standard to apply in the 
Northeast while another applies in the west and south. 
 
It is sometimes suggested that railroad companies own or lease the Northeast Corridor because private-
sector management could operate it at a profit. Whether the line is operated by a regional public agency 
or private interests will depend upon how the federal government structures a transfer, lease or sale of the 
asset. 
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PP aa rr tt   44   

PPoolliiccyy  RReeccoommmmeennddaattiioonnss  

ther nations are privatizing state-owned enterprises extensively with the approval of public 
officials across the political spectrum. Today, with more than 100 countries engaged in 
privatization, the process has become non-ideological.69 
 

AA..  CCuurrrreenntt  LLeeggiissllaattiioonn  
 
Privatization and Route Closure Bills. Several current measures recognize Amtrak’s failings. 
 
The Amtrak Route Closure and Realignment Act, modeled after base-closing legislation, would create a 
commission to identify Amtrak routes that are candidates for termination. It would not require Amtrak to 
remain a national, interconnected system. 
 
Another bill, the Amtrak Privatization Act, reduces appropriations, limits judicial review of train 
discontinuances, reduces job protection provisions, and amends the unique and obsolete Federal 
Employers’ Liability Act (which applies only to railroads) to exempt those who provide rail passenger 
transportation. 
 
Also, the Amtrak Reform and Accountability Act establishes a Reform Council to evaluate Amtrak. If the 
council finds Amtrak failing to meet certain financial goals, a “Sunset Trigger” requires submission of 
two plans to Congress—one to slim down Amtrak and another to completely liquidate Amtrak. 
 
Other Bills Are Excessively Generous. Several measures would give Amtrak billions of dollars in 
Highway Trust Fund gas taxes, which Amtrak may use for operating expenses—unheard of in highway 
and aviation systems. This permissive use of fuel taxes would launch new precedents and would prove 
costly. Gas-tax money is still a tax, and using that fund instead of the general fund to subsidize Amtrak 
won’t save taxpayers any money nor create an efficient rail system. 
 
By mid-1997, with gas-tax measures failing, the Senate inserted into the Taxpayer Relief Act a tax break 
for Amtrak calculated on a tax-loss carry-back plan. As explained by the Washington Post, “Amtrak will 
be able to deduct its financial losses from the portion of taxes paid by the private railroads that operated 
passenger trains prior to 1971—before Amtrak existed—up to $2.3 billion over the next two years. 
Amtrak, itself, has never paid taxes because it has never made money, and therefore has never had 
anything from which to deduct its losses.”70  The measure, if utilized, will cost taxpayer dearly. Congress 
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Daily reported that to fund it, Amtrak’s Capitol Hill supporters raised $2 billion more in the tax bill than 
required by the budget agreement.71 
 

BB    AAmmttrraakk  DDeennaattiioonnaalliizzaattiioonn  AAcctt  
 
With ample evidence that federal funding of Amtrak can no longer be justified on fiscal or mobility 
grounds, there is every justification to initiate an orderly phase-out of Amtrak. A Rail Service 
Denationalization Act would be similar to action taken in legislatures overseas. Such a measure would 
contain the following provisions: 
 

••  SSuubbssttiittuuttee  ffoorr  tthhee  RRaaiill  PPaasssseennggeerr  SSeerrvviiccee  AAcctt,,  tthhee  llaaww  tthhaatt  ccrreeaatteedd  AAmmttrraakk  aanndd  ggaavvee  AAmmttrraakk  iittss  
ssttaattuuttoorryy  mmoonnooppoollyy..  

••  RReeppeeaall  tthhee  SSwwiifftt  RRaaiill  DDeevveellooppmmeenntt  AAcctt  aanndd  tthhee  NNeexxtt  GGeenneerraattiioonn  HHiigghh--SSppeeeedd  RRaaiill  sseeccttiioonn  ooff  
tthhee  IInntteerrmmooddaall  SSuurrffaaccee  TTrraannssppoorrttaattiioonn  EEffffiicciieennccyy  AAcctt..  TThhee  llaawwss  wweerree  ddeessiiggnneedd  ttoo  nnuurrttuurree  
hhiigghh--ssppeeeedd  rraaiill  bbuutt  iinnsstteeaadd  hhaavvee  bbeeccoommee  vveehhiicclleess  ttoo  ffiinnaannccee  ssllooww--ssppeeeedd  AAmmttrraakk  pprroojjeeccttss..  

••  CCrreeaattee  aann  AAmmttrraakk  TTrraannssiittiioonn  BBooaarrdd  ((AATTBB))  ttoo  mmaannaaggee  pprriivvaattiizzaattiioonn  aanndd  rreeggiioonnaalliizzaattiioonn  ooff  
sseerrvviiccee  aanndd  ddiivveesstt  AAmmttrraakk  aasssseettss..  PPrrootteeccttiioonnss  ssiimmiillaarr  ttoo  tthhoossee  ggrraanntteedd  ttoo  tthhee  mmiilliittaarryy--bbaassee  
cclloossiinngg  ccoommmmiissssiioonn  wwoouulldd  iinnssuullaattee  tthhee  AATTBB  aaggaaiinnsstt  ppoolliittiiccaall  iinntteerrffeerreennccee..  

••  NNaammee  tthhee  AATTBB  aass  AAmmttrraakk’’ss  ssuucccceessssoorr  aaggeennccyy,,  aassssiiggnniinngg  ttoo  iitt  tthhee  lleeggaall  lliiaabbiilliittiieess  tthhaatt  wwiillll  
rreemmaaiinn  aafftteerr  AAmmttrraakk  iiss  ddiissssoollvveedd..  

••  EEssttaabblliisshh  aann  AAmmttrraakk  ““ssuunnsseett””  ddaattee..  TToo  aallllooww  ttiimmee  ffoorr  aasssseett  ddiissppoossiittiioonn  aanndd  ootthheerr  sstteeppss  ttoo  bbee  
ccoommpplleetteedd,,  tthhee  ssuunnsseett  ddaattee  ooff  tthhee  AATTBB  wwoouulldd  ffoollllooww  bbyy  sseevveerraall  yyeeaarrss..  

••  CCoonnttiinnuuee  NNoorrtthheeaasstt  CCoorrrriiddoorr  ccaappiittaall  ffuunnddiinngg,,  bbuutt  nnoott  eexxppaanndd  oorr  eexxtteenndd  tthhee  pprrooggrraamm..  TThhiiss  iiss  
AAmmttrraakk’’ss  bbuussiieesstt  lliinnee,,  aanndd  ccoommpplleettiinngg  tthhee  uuppggrraaddiinngg  pprroojjeecctt  wwiillll  mmaakkee  iitt  eeaassiieerr  ttoo  sseellll  tthhee  lliinnee  
ttoo  pprriivvaattee  iinntteerreessttss  oorr  ttrraannssffeerr  iitt  ttoo  tthhee  ssttaatteess..  TThhiiss  rreepprreesseennttss  aa  lleessssoonn  lleeaarrnneedd  iinn  pprriivvaattiizzaattiioonn——
iitt  iiss  eeaassiieerr  ttoo  ddiivveesstt  aann  aasssseett  wwhheenn  iitt  iiss  eeffffiicciieenntt..  AAllssoo,,  bbeeccaauussee  ppaarrttss  ooff  tthhee  lliinnee  aarree  
ddeetteerriioorraattiinngg,,  ssuucchh  eexxppeennddiittuurreess  ccaann  hheellpp  iinnssuurree  ssaaffeettyy..  

••  IImmppoossee  aa  mmoorraattoorriiuumm  oonn  aallll  ootthheerr  AAmmttrraakk  ccaappiittaall  ffuunnddiinngg  aanndd  sseeeekk  ttoo  ccaanncceell  AAmmttrraakk  oorrddeerrss  ffoorr  
llooccoommoottiivveess,,  ffrreeiigghhtt  ccaarrss,,  aanndd  ootthheerr  eeqquuiippmmeenntt..  

••  SSeett  ccaappss  oonn  ooppeerraattiinngg  ssuubbssiiddiieess..  SSttaatteess  sshhoouulldd  bbee  ggiivveenn  lliimmiitteedd  aacccceessss  ttoo  ssuucchh  ffuunnddss,,  ppeerrhhaappss  
bbaasseedd  oonn  ttrraaiinn--mmiilleess  ooppeerraatteedd,,  ttoo  aassssiisstt  iinn  tthhee  ttrraannssiittiioonn  ttoo  rreeggiioonnaall  sseerrvviiccee..  FFeeddeerraall  ssuubbssiiddiieess  
sshhoouulldd  ssccaallee  ddoowwnnwwaarrdd  ttoo  eevveennttuuaall  tteerrmmiinnaattiioonn..  

••  PPrree--aauutthhoorriizzee  ccrreeaattiioonn  ooff  aann  iinntteerrssttaattee  ccoommppaacctt  ccoommppoosseedd  ooff  tthhee  eeiigghhtt  nnoorrtthheeaasstteerrnn  ssttaatteess  aanndd  
tthhee  DDiissttrriicctt  ooff  CCoolluummbbiiaa  ttoo  ffaacciilliittaattee  NNoorrtthheeaasstt  CCoorrrriiddoorr  rraaiill  sseerrvviiccee  iinn  aa  ppoosstt--AAmmttrraakk  eerraa..  IItt  
sshhoouulldd  aallssoo  aauutthhoorriizzee  ““aannyy  aanndd  aallll””  ffuuttuurree  ccoommppaaccttss  tthhaatt  ssttaatteess  mmaayy  wwiisshh  ttoo  ffoorrmm,,  wwiitthhoouutt  tthhee  
nneeeedd  ffoorr  ffuurrtthheerr  ffeeddeerraall  aaccttiioonn..  

••  EEssttaabblliisshh  aa  ““ppoosstt--AAmmttrraakk  ppaasssseennggeerr--rraaiill  eemmppllooyyeeee””  ccaatteeggoorryy  ooff  wwoorrkkeerr  wwhhoo  iiss  eexxeemmpptt  ffrroomm  
uunniiqquuee,,  ccoossttllyy  aanndd  uunnwwiieellddyy  llaawwss  lliikkee  tthhee  RRaaiillwwaayy  LLaabboorr  AAcctt,,  FFeeddeerraall  EEmmppllooyyeerrss’’  LLiiaabbiilliittyy  
AAcctt,,  RRaaiillrrooaadd  RReettiirreemmeenntt  AAcctt,,  aanndd  RRaaiillrrooaadd  UUnneemmppllooyymmeenntt  IInnssuurraannccee  AAcctt..  PPuuttttiinngg  rraaiillrrooaadd  
ppaasssseennggeerr  eemmppllooyyeeeess  uunnddeerr  mmaaiinnssttrreeaamm  llaawwss  ssuucchh  aass  SSoocciiaall  SSeeccuurriittyy  wwiillll  iinndduuccee  iinnvveessttmmeenntt,,  
ccrreeaattee  rraaiill  jjoobbss,,  aanndd  ffoosstteerr  rraaiill  sseerrvviiccee  ttoo  ppllaacceess  tthhaatt  ootthheerrwwiissee  wwoouulldd  bbee  wwiitthhoouutt  ssuucchh  sseerrvviiccee..  
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RRaaiill  SSeerrvviiccee  iinn  aa  PPoosstt--AAmmttrraakk  WWoorrlldd  

 
rain service based on market demand and local decision-making will demonstrate that the mass 
movement of people by train can succeed under certain circumstances. 
 

AA..  CCoommmmuutteerr  SSeerrvviiccee  
 
Not one commuter train need be discontinued because of Amtrak’s demise. Where Amtrak operates such 
local trains, mechanisms exist to permit commuter authorities to operate the trains themselves or seek 
new contractors. If countries as diverse as Great Britain, Japan, New Zealand, and Argentina could 
accomplish such a transition, so can the United States. Further, some of America’s busiest commuter 
systems, such as the Long Island Rail Road and Chicago’s Metra, already operate independently of 
Amtrak. 
 

BB..  RReeggiioonnaall  SSeerrvviiccee  
 
Over the years states like California and New York assumed significant responsibilities for funding 
Amtrak, and ridership increases in such states are due to state initiatives. Regional trains can remain in 
service as states accept more responsibility for them. Japan, Germany, and Russia have regionalized 
passenger trains; so can the United States. 
 

CC..  LLaanndd  CCrruuiisseess  
 
Transportation is not sentimental, and Americans rarely treat it as such when traveling by air, bus or 
automobile. Yet, there is a market for sentimental rail journeys. Anthony Haswell says long-distance 
trains should be confined to seasonal operations aimed at vacationers and tourists who are willing to pay 
the price for a unique travel experience. 
 
Such a market is tapped today by private-sector rail passenger operators like the American Orient 
Express, Montana Daylight, Napa Valley Wine Train, First American Railways, and Grand Canyon 
Railway. Also, tour companies cater to the leisure market by running seasonal cars as part of the Alaska 
Railroad train. Companies like these—and virtually all of them are enjoying growing ridership—could 
transform some Amtrak long-distance services into seasonal land-cruise trains. 
 

T 
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Private operators, even when receiving Amtrak services, can outlive Amtrak. The Orlando Sentinel 
reported that Florida Fun Train, owned by First American Railways, would survive:  “If Amtrak folds, 
said Ray Monteleone, president and chief operating officer, First American would look elsewhere to 
lease or try to lease the locomotives from whomever took over Amtrak’s assets. The company also would 
have to find new maintenance crews. ‘It would be an aggravation,’ he said, ‘but it wouldn’t mean our 
existence.’”72 
 

DD..  HHiigghh  SSppeeeedd  CCoonnssoorrttiiaa  
 
The disappearance of Amtrak will end the pretext that federal funding will bring about world-class high-
speed train service in this nation. In time, privatized entities can develop short-distance routes that make 
market sense. Amtrak is unable to accomplish this task because of its national mandate and the political 
consequences that stem from that mandate. 
 

EE..  TTeeaammiinngg  AArrrraannggeemmeennttss  
 
Rail. It’s possible for rail-air and rail-tour partnerships to provide rail passenger service. The railroads 
would provide operating crews (engineers, conductors) while airlines or tour operators provide service 
staff (ticket agents, food service personnel). America’s freight railroads already operate commuter 
trains—Union Pacific in Chicago and Los Angeles, Burlington Northern Santa Fe in Chicago—and 
cooperate with land-cruise operators like the American Orient Express. 
 
Aviation. Britain’s Virgin Trains, a unit of Virgin Atlantic Airlines, is monitoring prospects for replacing 
Amtrak.73  Airlines participate in operating passenger trains in Britain and Germany (Virgin Trains and 
Lufthansa), and a land-cruise train in India (East-West Airlines74). Airlines cooperate in establishing rail-
air transfers (Swissair, KLM, Lufthansa, Air France, Alitalia), and in train technology efforts (Japan Air 
Lines, Lufthansa, Swissair, Qantas, Delta Air Lines, USAirways).75  Aviation is combining efforts with 
the bus industry, with United Airlines and American Airlines now operating feeder buses to Chicago’s 
O’Hare Airport.76 
 
Tour Companies.  Holland America Westours and Princess Tours run special coaches on the Alaska 
Railroad and contribute to the railroad’s record-setting performance. Elsewhere, the Florida Fun Train is 
promoting itself as a tour and entertainment experience. A European operator, the Venice-Simplon Orient 
Express Ltd., seeks privatization opportunities worldwide. It operates a rail franchise in Britain, and in 
1998 will help convert an Australian passenger train into a specialized service.77  Such developments 
reflect growth in the tour-train market throughout the world. 
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Restoring Distinctive Services. For better or worse, customers in the pre-Amtrak era evaluated 
passenger trains in terms of particular attributes of service, schedules, menus, and the overall travel 
experience. The Pennsylvania Railroad’s Broadway Limited was unlike Santa Fe’s Super Chief, but those 
nuances were erased by Amtrak’s homogeneous service. Airlines, tour companies, and bus operators, 
which are practiced at adapting to changes in the travel market, can add a new vitality to rail passenger 
service. Such private-sector operators can bring about an important intangible, and that is restoring 
distinctive characteristics to individual trains. That is particularly important when creating land-cruise 
train experiences. 
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CCoonncclluussiioonn  

mtrak is an experiment that failed. Replacing Amtrak with other operators is a viable 
proposition—especially considering Amtrak’s inordinate level of subsidies. Many nations are 
revolutionizing their rail services, and numerous models for the process are evident in diverse 
countries (see Appendix). With such experiences serving as a guide, the United States could 

phase out Amtrak yet retain services that meet legitimate travel needs. Done well, the process can 
eliminate a burden on federal taxpayers, create new opportunities for companies in the travel business, 
and diversify and improve the passenger trains that remain. 

  

AAbboouutt  tthhee  AAuutthhoorr  

oseph Vranich worked to create Amtrak in 1970 as a Regional Director and later Executive Director 
of the National Association of Railroad Passengers. He next worked in Amtrak’s Public Affairs 
department as a press spokesperson. In the early 1990s, he was president/CEO of the High Speed Rail 
Association. Mr. Vranich is the author of Derailed: What Went Wrong and What to Do About 

America’s Passenger Trains (St. Martin’s Press, October 1997) and also wrote Supertrains (St. Martin’s, 
1991), a book praised by President Clinton and Amtrak itself. 
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AAppppeennddiixx::  TThhee  WWoorrllddwwiiddee  RRaaiillrrooaadd  
PPrriivvaattiizzaattiioonn  RReevvoolluuttiioonn  

ail privatization is under way around the world. In some countries, railroads are sold as complete 
units. Elsewhere, government ownership remains in rights-of-way while services over them are 
franchised. In other cases, new rail lines are constructed only with private financing. A uniform 
rail privatization model hasn’t emerged because circumstances differ considerably. The rail 

privatization experience in eleven nations is summarized below. 
 

AA..  EEuurrooppee  
 
Great Britain. Britain has completed rail privatization, and the former British Rail is now 60 separate 
businesses. Twenty-five of those are train operating franchises; a division of Virgin Atlantic Airlines 
holds three rail franchises and bus companies hold 14 others. A phase-down program is in effect where a 
franchisee receives declining subsidies. In some cases franchisees will eventually pay the government for 
the right to operate services. 
 
Private financing is improving passenger trains and underwriting a high-speed link, with a consortium 
building the $4.6 billion line connecting London and the Channel Tunnel;78  British airport operator BAA 
has helped finance the construction of a $396 million rail line to Heathrow Airport, which it will operate 
in mid-1998.79   Railtrack, owner of British Rail’s track, was privatized through a stock offering and the 
value of its shares has risen. By February 1997, Railtrack shares nearly doubled in value from their May 
1996 issue price on the London Stock Exchange.80   Railtrack plans to modernize 2,500 stations in the 
next four years.81 
 
The franchisees are busy with improvements as Virgin Trains, Connex Rail, National Express and North 
Western Trains will order hundreds of new passenger trains.82  Virgin Trains will spend $420 million on 
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equipment for one franchise alone.83  Privatization has ended the stagnation and poor service associated 
with British Rail: 
 

MMoosstt  aauuttuummnnss  iinn  BBrriittaaiinn,,  ffaalllliinngg  lleeaavveess  mmaaddee  BBrriittaaiinn’’ss  rraaiillrrooaadd  ttrraacckkss  sslliippppeerryy,,  wwrreeaakkiinngg  hhaavvoocc  
wwiitthh  tthhee  nnaattiioonn’’ss  ttrraaiinn  sscchheedduulleess..  BBuutt  nnoott  llaasstt  ffaallll,,  wwhheenn  ddeellaayyss  wweerree  ddoowwnn  3300%%  ffrroomm  tthhee  pprreevviioouuss  
yyeeaarr..  ..  ..  ..  FFoorr  tthhee  ffiirrsstt  ttiimmee  iinn  ddeeccaaddeess,,  BBrriittaaiinn’’ss  ttrraaiinn  ssyysstteemm  ccaann  mmaakkee  lloonngg--tteerrmm  ppllaannss  ffoorr  
rraaiillwwaayy  iinnvveessttmmeenntt  wwiitthhoouutt  bbeeiinngg  ssuubbjjeecctt  ttoo  tthhee  wwhhiimmss  ooff  tthhee  nnaattiioonnaall  TTrreeaassuurryy..  GGoovveerrnnmmeenntt  
ssuubbssiiddiieess  aarree  ddrrooppppiinngg,,  sseerrvviiccee  iiss  iimmpprroovviinngg,,  ssoommee  ffaarreess  aarree  ffaalllliinngg  aanndd  rraaiill  ccoommppaanniieess  ffllooaatteedd  oonn  
tthhee  ssttoocckk  mmaarrkkeett  aarree  mmaakkiinngg  tthheeiirr  oowwnneerrss  rriicchh..8844  

 
Passenger traffic is up, revenues growth is strong, and complaints from riders to the Central Rail Users’ 
Consultative Committee have fallen for the first time in 15 years.85 An Illinois-based company 
participated in British Rail privatization when, in late 1995, a consortium led by Wisconsin Central 
purchased Rail Express Systems, which operates England’s Royal Train and Royal Mail services. This 
consortium also won the bid for rail freight companies now known as the English, Welsh & Scottish 
Railway Ltd. Also, Eurotunnel S.A. is a private venture that built and operates the tunnel connecting 
England and France, the largest privately financed engineering project in history. Funds were raised to 
build the $15 billion tunnel and related infrastructure by arranging bank loans on commercial terms and 
through stock sales to more than 650,000 shareholders. 
 
The lessons from Great Britain are that private interests can take over decaying rail services, operate and 
improve them, and privately finance new trains and rail infrastructure in the process. 
 
France. Millions of French travelers routinely board TGV trains (Train à Gran Vitesse, or “train of great 
speed”), which operate at a profit.86  The Southeast Lines, which include Paris-Lyon, earn an annual 
profit of about $300 million, and the Atlantic Line, Paris-Brittany-Bordeaux, about $150 million. France 
requires significant private investment in line construction, which is repaid from TGV profits. In 
testimony before the U.S. Congress, Dagobert Scher, a French railway vice president, said of the Paris-
Lyon:  “Contrary to what many people in this country seem to think, this project was entirely financed by 
the French national railroads without any government subsidy or any money coming from the taxpayer.”  
He said the project’s estimated 15 percent rate of return permitted loans to be floated in France and the 
United States. The Paris-Bordeaux line, however, came about with 70 percent private financing and 30 
percent public because of a lower estimated return.87  Loans for TGV Paris-Lyon line financing have 
been fully reimbursed, solely as a result of the increased operating margin made possible by the project.88 
 
Germany. Germany has split its railroad into commercial and public-sector functions. The commercial 
portion became a joint-stock company, Deutsche Bahn AG, and organized so that passenger, freight, and 
infrastructure will eventually become separate businesses. The government owns all the stock, but 
privatization will follow after the railroad is capable of attracting private capital. In 1995 and 1996 the 
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restructured company earned operating profits.89  Thirty-nine routes were regionalized, with regional and 
local governments given the right to decide rail issues for which they now hold financial responsibility.90 
 
Russia. The reforms and privatizations that have swept over Russia include the start of railway 
privatization. Public and private entities hold shares in a hybrid corporation named Gelleflint. Railway 
Gazette International called it “the first privately-promoted railway to open in Russia for over 80 years,” 
and it will carry freight between Russia and Finnish ports in the Gulf of Bothnia. While not a pure 
privatization, it nonetheless represents that Russia can minimize public financing and induce private 
investment in rail infrastructure. 
 
Other European nations privatizing railroads include Austria, Czech Republic, Estonia, Latvia, Lithuania, 
and Netherlands. 
 

BB..  AAssiiaa  aanndd  PPaacciiffiicc  
 
Japan. The most stunning rail privatization is found in Japan, where successful railroads operate in place 
of the Japanese National Railroad (JNR), which suffered enormous deficits for decades. Since its creation 
in 1949, the JNR was accustomed to running trains for an undefined “public benefit.”  As Japan’s largest 
single employer, privatization of JNR appeared to be unthinkable. 
 
“Restoring JNR’s financial health was impossible as long as it was operated as a centralized, nationwide 
public corporation,” wrote Koichiro Fukui of the World Bank. “By 1987, JNR was broken up into six 
regionally based railroad passenger companies and a seventh company to handle freight transportation 
for the entire country.  The major portion of JNR’s debt, which had reached $286 billion by the end of 
1986 [greater than the combined national debts of Brazil and Mexico], was reassigned to the newly 
created JNR Settlement Corporation along with any surplus real estate of JNR and the shares of the 
newly created JRs.”91  Restructuring resulted in passenger and cargo traffic increases; a reduction in 
employees from 414,000 to 191,000 (a 53.9 percent drop); and greatly improved efficiency. 
 
“Before restructuring, the annual subsidy from the government to JNR reached $4.9 billion on average,” 
wrote Fukui. “After restructuring, the annual subsidy to JR companies has been drastically reduced. In 
1990, the subsidy to JR companies was only $48 million. . . . [In 1992] profitable JRs paid $1.2 billion in 
corporate tax to the government. . . . The privatization process of JNR can be judged to have been 
successful.”92 
 
The three largest privatized railroads are JR East, JR Central, and JR West. They are located on the main 
island of Honshu, operate at a profit, and have sold or are in the process of selling shares to the public. 
Three others serve rural islands, carry less traffic, and continue receiving subsidies—but at lower levels 
than previously. Also, the Japan Freight Railway Company pays fees to operate over the six railroads. 
 
Passenger service is a success under privatization. The Japan Transport Economics Research Center 
reports JNR passenger traffic had peaked at 215.6 billion passenger-kilometers in 1974. The record was 
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quickly exceeded by the new companies in only their second year of operation as service frequencies 
increased, employee attitudes improved, and trains became cleaner.93   Ridership grew on the three main 
JR railways, ranging from 2.3 percent to 7.2 percent in their first four years of operation. This success 
was achieved during a Japanese recession; Amtrak ridership during four of the last five years declined 
even though the U.S. economy was growing. 
 
Japan’s central government ended funding for 83 local lines—more than half were changed to bus 
operations and the remainder receive local subsidies. Moreover, some new government proposals went 
nowhere as the JR companies declined to participate. According to JR East President Masatake Matsuda, 
“[We have a] determination never again to return to the dark memories of JNR’s final years, when the 
organization was, in effect, bankrupt.”  Matsuda said government-owned corporations and national 
agencies have only vague objectives, and JR East’s reorganization into the private sector has given 
management extremely well-defined objectives.94 
 
China. Reform in China shows that current-day Communists can privatize in a limited way. China’s 
Ministry of Railways drafted a plan in 1994 to allow commercial railroads to be operated independently 
by joint ventures. Wrote Mike Knutton of International Railway Journal:  “One of the boldest moves in 
using market mechanisms has been the establishment of autonomous railways such as the Guangzhou-
Shenzhen Railway Corporation and the Sanshui-Maoming Railway Corporation. Both tailor freight rates 
and passenger fares to prevailing market conditions and generate sufficient funds to qualify for loans and 
part-finance developments such as [construction of] the Guangzhou-Shenzhen quasi-high-speed 
railway.”95  China now seeks private-sector financing and the efficiencies brought about by private-sector 
management. Perhaps the success of Guangshen Railway Co. Ltd., a Hong Kong-listed enterprise 
controlled by China, has served as an inspiration. The railroad, which operates in Guangdong province 
across from Hong Kong and Macau, has seen its shares traded at near-record highs in August 1997 on the 
New York Stock Exchange.96 
 
New Zealand. Burdened by debt but operating at a slight profit, New Zealand Rail was sold by the 
government in 1993 to the Tranz Rail Ltd. consortium, which includes two U.S. firms, the Wisconsin 
Central railroad and Berkshire Finance, for $220 million. The railway reports annual operating profit has 
since doubled to $75.9 million. Francis Small, Tranz Rail managing director, wrote that “More than a 
third of our staff participate in an employee share purchasing scheme, and they now own five percent of 
the company’s stock.”97  About passenger service, Wisconsin Central President Edward A. Burkhardt 
said to Railway Gazette International, “The railroad operates commuter services in Wellington and 
Auckland under contract to the local regional councils, and one of the few unsubsidized and profitable 
fleets of long-distance passenger trains in the world.”98 
 
Australia. This nation is privatizing railroads and seeking private capital to build new rail lines. In 
August 1997, the Australian National (AN) was sold to international consortia which include U.S.-based 
Wisconsin Central, Genesee & Wyoming, and RailAmerica. AN’s interstate passenger services were 
purchased by the Great Southern Railway consortium for $11.9 million, which plans to grow the business 
by 50 percent within two years. Jim Morgan, Great Southern’s chief executive, said he would eventually 
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like to list the passenger business on the Australian Stock Exchange.99  The government’s next step will 
be to sell its majority stake in National Rail, a freight operator.100  Separately, Queensland Rail plans to 
work with a private operator to convert the Cairns-Brisbane Queenslander into a land-cruise train. In 
high-speed rail, planning is underway for a $1.4 billion Sydney-Canberra line. The federal government, 
along with New South Wales and Australian Capital Territory, require underwriting exclusively with 
private financing or the line won’t be built. Six consortia have been pre-qualified to submit project 
plans.101  In freight, private interests propose to assume all costs of building a Melbourne-Darwin line, 
while an Alice Springs-Darwin project involves 70 percent private funding—down from a previous 
proposal for near-total government financing.102  “I think you will see a lot more private-sector trains and 
I think in the end the private sector will dominate Australia’s railway system,” said Australian Transport 
Minister John Sharp.103 
 

CC..  SSoouutthh  AAmmeerriiccaa  
 
Argentina. In 1990, Ferrocarriles Argentinos (FA) was in terrible condition. According to Jorge H. 
Kogan, a privatization consultant, and Louis S. Thompson of the World Bank, “There was no further 
hope for a company that was mainly a provider of surplus employment and uneconomic services, subject 
to political pressure, and strongly influenced by workers’ unions, suppliers, and local authorities. There 
were two options: let the situation continue until FA collapsed, or do something drastic.”104 
 
In 1991 Argentina received a $300 million World Bank loan to invest in rail facilities and make 
severance payments, actions designed to attract buyers. Planners separated the railroads into units, which 
became 30-year concessions for those willing to pay fees to the government and provide capital for 
improvements. After six years, private operators have revived freight traffic. The privatization lured four 
U.S. railroads as advisors or bidders, including Burlington Northern Santa Fe, Conrail, Iowa Interstate 
Railroad, and Montana Rail Link. 
 
A concession process that includes subsidies was used for local passenger service. Now four 
concessionaires run the large Buenos Aires commuter and subway networks, ridership and on-time 
performance are up. Most long-distance passenger trains incurred large deficits. The national government 
stopped subsidizing them, and about 70 percent of the passenger trains were discontinued. The freight 
railroads kept some passenger trains in service after provinces agreed to fund regional subsidies. 
 
The intercity passenger link between Buenos Aires and the coastal city of Mar del Plata was franchised, 
as explained by Frank Richter in Progressive Railroading:  “That is one of the two higher-density 
passenger corridors in the country. It has the largest patronage to and from both ends of the 325-mile 
distance. There also is a potential to obtain a larger share of the market with better equipment and faster 
schedules.”105  The route carries 1.8 million passengers annually. By 1995 International Railway Journal 
reported that Ferrobaires, the company set up to take over those trains, “turned a heavily-loss-making 
run-down operation into a growing business. . . . As a result, the government now plans to privatize it. . . 
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. Astonishingly, Ferrobaires is now financially self-sufficient, requiring no subsidy from the central 
government. It has even been able to introduce new passenger services.”106  
 
Rail privatization has saved Argentina’s government more than $300 million annually, terminated useless 
service, reduced shipping costs, improved passenger service where passenger trains make sense, and 
turned one passenger line into a profitable operation. 
 
Other South and Central American countries privatizing railways include Bolivia, Brazil, Chile, 
Colombia, Costa Rica, Ecuador, Guatemala, Panama, Paraguay, Peru, Uruguay, and Venezuela. 
 

DD..  NNoorrtthh  AAmmeerriiccaa  
 
Mexico. The Mexican National Railway had a legacy of poor service and relying on government 
subsidies. By the early 1990s, it needed hundreds of millions of dollars in capital improvements, which 
the government could not afford to appropriate. Officials recognized that the private sector had to be 
enlisted to improve efficiency, especially with growing shipper demands resulting from the North 
American Free Trade Agreement. Thus, Mexico’s constitution was modified to permit railway 
privatization. Mexico sells portions of the railway as 50-year concessions. By 1996 a joint venture that 
includes the Kansas City Southern Railroad bid $1.41 billion for what became known as Mexico’s 
Northeast Railway.107  A second franchise was awarded in 1997 to a consortium that includes the Union 
Pacific Railroad, which bid $396.3 million for the Pacific-North line.108  Several other U.S.-based 
railroads have also shown interest in Mexican concessions, namely the Burlington Northern Santa Fe, 
Illinois Central, RailTex, and South Orient Railroad of Texas. 
 
Canada. In 1995 the Canadian Parliament passed a measure to privatize the Canadian National Railway. 
Observed Gus Welty of Railway Age: “Investors snapped up the shares available in the initial public 
offering, 83.8 million shares that brought proceeds of $2.1 billion. That was the richest and most 
successful privatization in Canada’s history, and one of the largest IPOs in the North American market in 
‘95. . . . In its first year as a private company, CN saw the price of its shares more than double.”109  CN 
President Paul Tellier’s said after one year (the following dollars are Canadian): “CN is now investor-
owned and investor-driven. But the changes are much more profound than that. We had to improve 
productivity. Four years ago, we ran 3 million revenue-ton-miles-per-employee. Today, it is over 4 
million. We had to improve the bottom line. Four years ago we lost nearly $100 million dollars on $3.9 
billion of revenue. Last year we made a profit of $350 million on $4.1 billion.”110  The CN is freight-
only, but its experience is relevant. Like passenger-carrying lines, success depends on the fundamentally 
different approaches that a privatized entity takes to its affairs. 
 
In Canada, VIA Rail is similar to Amtrak. The heart of VIA Rail is the Quebec City-Toronto-Windsor 
corridor, accounting for approximately 85 percent of ridership and 70 percent of income. Because of 
financial losses, VIA Rail’s services were reduced in 1981 by a Liberal government and again in 1990 by 
a Conservative government.111  Today, service is less than half of what it was when VIA Rail was 
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established nearly 20 years ago. In 1996, after several years of static ridership, VIA Rail carried 3.7 
million passengers, an anemic 1.9 percent gain over the previous year.112 
 
Canada has privatized passenger service in limited ways. The government in 1990 awarded certain 
service rights to Great Canadian Railtours. Its cruise-type train, the Rocky Mountaineer, operates during 
the tourist season (early May to mid October) from Vancouver to Calgary and Jasper. The company is led 
by Peter Armstrong, a former Gray Line Tours executive, who said:  “Generally speaking, rail is no 
longer a cheap, efficient way to transport people over long distances. However, this kind of rail 
experience where scenery, service and history are the attractions—more of an enjoyable excursion rather 
than a means of transportation—can still be marketed successfully.”113  By 1993 the company built traffic 
to nearly three times that of 1990.114  The Rocky Mountaineer made history on September 12, 1996, when 
it carried about 1,100 passengers on 37 cars—the “longest passenger train in Canadian history.”115 
 
In Ontario, GO Transit is a public agency that operates Toronto’s extensive commuter rail system. It 
recently outsourced maintenance on its locomotives and coaches through a six-year contract with a 
private-sector firm, Bombardier Inc.116 
 
Each of the countries addressed above is benefiting from positive returns in denationalizing rail services 
through a mixture of liquidation, privatization and regionalization.  
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