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Chairman Mica’s New Amtrak Proposal Would Use
the Private Sector to Reform Passenger Rail

Ronald D. Utt, Ph.D.

At May congressional hearings, Representative
Jon Mica (R-FL), chairman of the House Commit-
tee on Transportation and Infrastructure, proposed
(1) that 363 of the 456 miles that comprise the
Northeast Corridor (NEC) owned by Amtrak be
transferred to the U.S. Department of Transporta-
tion (DOT) or a newly created government entity
and (2) that the U.S. DOT seek competitive bids
from private-sector investors/operators to provide
the funds and expertise to reconstruct the corridor
and provide genuine high-speed rail (HSR) service
over the newly renovated line.!

One witness at the hearing claimed that as much
as $50 billion to $60 billion could be attracted from
private investors to accomplish the plan, which
Amtrak claims will cost $117 billion.> While the
obstacles facing the project are substantial, Mica
should be applauded for this bold step to end to
the death grip that the Federal Railroad Adminis-
tration, Congress, rail unions, and Amtrak manage-
ment have on passenger rail in America.

A Major Challenge. Experience indicates that pub-
lic—private partnerships (P3s) for major transportation
projects can be complicated to assemble, finance, and
implement, and the prospect for financial success
can be elusive. Amtrak’s exotic legal existence—it still
has common shareholders, is a government corpora-
tion, and is a party to numerous and costly labor con-
tracts—could be a deterrent. On top of these liabilities,
passenger rail throughout the world—high-speed or
slow-speed—is mostly a money loser.

Thus, overcoming these many obstacles will
involve significant challenges. Nonetheless, good-
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government types, fiscal conservatives, and advo-
cates of cost-effective mobility should support Mica’s
effort to shift responsibility to the private sector.

Taking It Step-by-Step. While this is an effort
worth making, it will take time, involve complicat-
ed legal issues, create intense political battles with
entitled unions, and require a costly construction
project to rebuild the NEC roadbed to accommo-
date HSR. As plans for this challenging restructur-
ing get underway, Congress and the President have
an opportunity to create and implement a compan-
ion program that would boost the quality of service,
reduce Amtrak’s operating costs, and allow the U.S.
DOT to sharpen its skills in working cooperatively
with the private sector.

Implement Mandatory Competitive Contract-
ing. Specifically, Congress should require Amtrak
to contract the operation of its existing lines com-
petitively with private-sector providers that have
been displacing and/or substituting for Amtrak in
operating a number of commuter rail lines through-
out the nation, most of which do not use Amtrak to
run the service. Examples include:

Virginia. In 2009, the Virginia Railway Express
(VRE), a two-line commuter rail system con-
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necting the Virginia suburbs with the District of
Columbia, issued a Request for Proposal (RFP)
seeking qualified bidders to operate the system.
Amtrak had been the contract operator for the
previous 17 years, but under a sole-source con-
tract, as no other operators existed when VRE
began service. Now that other firms do exist, a
competitive procurement was required. VRE sub-
sequently put the operating/maintenance contract
out for bid, and the American subsidiary of the
French company Keolis won a five-year contract
with a bid to provide better service at a cost below
that proposed by Amtrak. Keolis took over opera-
tions in July 2010.

Massachusetts. The commuter rail operations
of the Massachusetts Bay Transportation Author-
ity (MBTA) had been operated under contract with
Amtrak since 1987, but in 1999 the MBTA split its
commuter operation into three segments and pre-
pared an RFP for the smallest: train cleaning and
maintenance. Four companies including Amtrak
submitted bids, and a partnership of two U.S. com-
panies won the five-year contract with a bid of
$175 million, compared to Amtrak’s $291 million.
Amtrak and its unions complained, and the Clin-
ton Administration forced MBTA to continue with
Amtrak for three more years, at which time the con-
tracts were again put out for bid and Veolia, another
French firm, won the contract.® Veolia still holds
the contract and is in discussions with the MBTA for
a third five-year extension.*

Maryland. The Maryland Area Rail Commuter
(MARC) system operates three commuter rail lines
connecting its suburbs with Washington, D.C., and
Baltimore. Two of the lines (Camden and Bruns-
wick) have been operated by private providers
(most recently CSX) since the Maryland government
assumed financial responsibility for the service in
1974. CSX informed MARC that it would not be
renewing its contract, which expires in 2012, and
MARC put the contract out for bid. Keolis was the
only bidder after Amtrak, which operates the third
MARC line, withdrew from the competition. MARC
is planning to rebid the contract once a series of
political issues are resolved.’

Make Amtrak Compete for Its Routes. Given
that these three and other U.S. commuter rail sys-
tems have opted to contract with private operators
to achieve better service at lower cost to riders and
taxpayers, Congress should impose the same pro-
cess on Amtrak. At present, Amtrak operates about
23 lines within its own system and about 21 lines
that are financially supported by the states.® Some
of these lines—say between five and 10 per year—
should be subject to competition, in which Amtrak
would be permitted to participate. In the event a
privately financed and operated HSR service can
be established on the NEC, DOT will have become
skilled at working with competitive contracts.

—Ronald D. Utt, Ph.D., is Herbert and Joyce Morgan
Senior Research Fellow in the Thomas A. Roe Institute
for Economic Policy Studies at The Heritage Foundation.
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