
 

 

 
 
 
 
 

FOOD AND BEVERAGE SERVICE: 
Potential Opportunities to Reduce Losses 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Audit Report OIG-A-2014-001 | October 31, 2013  



 

 

� �
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�

ȱ
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PotentialȱOpportunitiesȱtoȱReduceȱLossesȱȱ
AuditȱReportȱOIGȬAȬ2014Ȭ001,ȱOctoberȱ31,ȱ2013�

ȱ
ȱ
Amtrakȱhasȱreducedȱfoodȱandȱbeverageȱserviceȱlossesȱfromȱaȱ
reportedȱ$105ȱmillionȱinȱFYȱ2006ȱtoȱ$72ȱmillionȱinȱFYȱ2012ȱbyȱmakingȱ
incrementalȱchangesȱtoȱtheȱfoodȱandȱbeverageȱbusinessȱmodel.ȱWeȱ
estimateȱthatȱlossesȱcouldȱbeȱfurtherȱreducedȱbyȱaboutȱ$10.5ȱmillionȱ
annuallyȱbyȱmakingȱadditionalȱincrementalȱchangesȱtoȱtheȱbusinessȱ
model.ȱForȱexample,ȱaligningȱonboardȱstaffingȱonȱlongȬdistanceȱ
routesȱwithȱseasonalȱchangesȱinȱridershipȱcouldȱhaveȱreducedȱFYȱ
2012ȱlaborȱcostsȱbyȱanȱestimatedȱ$6.9ȱmillion.ȱ

Outsourcingȱfoodȱandȱbeverageȱservicesȱcouldȱhaveȱmoreȱthanȱanȱ
incrementalȱeffect:ȱitȱcouldȱsubstantiallyȱreduceȱcosts.ȱThisȱoptionȱ
wouldȱhaveȱsignificantȱimpactsȱonȱtheȱworkforceȱofȱaboutȱ1,200ȱ
personnel.ȱSomeȱimplementationȱcosts,ȱsuchȱasȱcontributionsȱtoȱ
railroadȱretirementȱandȱinsurance,ȱcouldȱreduceȱsavings;ȱotherȱ
qualitativeȱfactors,ȱsuchȱasȱtheȱsafetyȱandȱsecurityȱresponsibilitiesȱofȱ
onboardȱpersonnel,ȱwouldȱalsoȱneedȱtoȱbeȱassessed.ȱTheseȱissuesȱ
notwithstanding,ȱweȱestimateȱthatȱoutsourcingȱtheseȱservicesȱcouldȱ
reduceȱlaborȱcostsȱbyȱ$51.4ȱmillionȱtoȱ$60.5ȱmillionȱannually.ȱ

Weȱalsoȱnotedȱthatȱrouteȱmanagersȱlackȱkeyȱinformationȱtoȱ
effectivelyȱmanageȱtheȱfoodȱandȱbeverageȱprogram,ȱsuchȱasȱcostȱandȱ
revenueȱbyȱtrain.ȱ

ȱ
Toȱreduceȱfoodȱandȱbeverageȱlosses,ȱweȱrecommendȱthatȱtheȱ
PresidentȱandȱChiefȱExecutiveȱOfficerȱdirectȱtheȱViceȱPresident,ȱ
Operations,ȱtoȱtakeȱtheȱfollowingȱactions:ȱ

1. 1.ȱPilotȱcontractingȱoutȱfoodȱandȱbeverageȱservicesȱonȱselectedȱroutesȱȱȱ
2. ȱȱȱȱtoȱdetermineȱtheȱqualitativeȱandȱquantitativeȱcostsȱandȱbenefits.ȱ
3. 2.ȱPilotȱvariousȱoptionsȱtoȱincreaseȱefficiency,ȱsuchȱasȱbetterȱaligningȱȱ
4. ȱȱȱȱȱstaffingȱandȱserviceȱwithȱcustomerȱdemand,ȱmonitoringȱsalesȱȱ
5. ȱȱȱȱperformanceȱofȱonboardȱstaff,ȱreducingȱreportȱtimes,ȱandȱchargingȱȱ
6. ȱȱȱȱforȱservicesȱnowȱprovidedȱonȱaȱcomplimentaryȱbasis.ȱ

3.ȱDevelopȱfoodȱandȱbeverageȱcostȱandȱrevenueȱdataȱbyȱtrain,ȱcarȱandȱȱ
ȱȱȱȱdepartureȱdate.ȱȱ
4.ȱEnsureȱthatȱtheȱonboardȱpointȬofȬsaleȱsystemȱcanȱgenerateȱȱ
ȱȱȱȱrelevantȱbusinessȱmanagementȱdata.ȱ
ȱ
Inȱcommentingȱonȱaȱdraftȱofȱourȱreport,ȱAmtrakȱagreedȱwithȱtheȱ
spiritȱofȱourȱrecommendations.

NATIONAL RAILROAD 
PASSENGER CORPORATION Office of Inspector General

WhatȱWeȱFound

Corrective Actions

ȱ
ȱ

Amtrak’sȱlossesȱinȱprovidingȱ
foodȱandȱbeverageȱservicesȱ
haveȱbeenȱaȱlongstandingȱissue.ȱ
Fromȱfiscalȱyearȱ(FY)ȱ2006ȱ
throughȱFYȱ2012,ȱAmtrak’sȱ
foodȱandȱbeverageȱserviceȱ
incurredȱdirectȱoperatingȱlossesȱ
ofȱmoreȱthanȱ$609ȱmillion.ȱ
Theseȱlossesȱareȱcoveredȱbyȱ
ticketȱrevenuesȱandȱfundsȱ
providedȱtoȱAmtrakȱbyȱanȱ
annualȱfederalȱgrant.ȱȱ
ȱ
Becauseȱofȱtheȱmagnitudeȱofȱtheȱ
losses,ȱweȱreviewedȱtheȱfoodȱ
andȱbeverageȱserviceȱtoȱassessȱ
theȱactionsȱtakenȱbyȱAmtrakȱtoȱ
reduceȱprogramȱlossesȱandȱtoȱ
determineȱwhetherȱ
opportunitiesȱexistȱtoȱfurtherȱ
reduceȱtheȱlosses.ȱ
ȱ
ȱ
ȱ
ȱ
ȱ
ȱ
ȱ
ȱ
ȱ
ȱ
FocusȱArea:ȱTrainȱOperationsȱ
andȱBusinessȱManagementȱ
ȱ

ȱ
WhyȱWeȱDidȱThisȱReviewȱ

Forȱfurtherȱinformationȱ
contact,ȱDaveȱWarren,ȱ
AssistantȱInspectorȱGeneralȱ
forȱAuditsȱ202Ȭ906Ȭ4600ȱ
ȱ
Forȱtheȱfullȱreport,ȱseeȱ
www.amtrakoig.gov/readingȬroomȱ
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Figure 1. Reported Food and Beverage Direct Operating Losses,  

FY 2006 to FY 2012 (dollars in millions) 

ȱ
 
Source: Finance department, Food and Beverage Marketing Summary Reports,  
FY 2006–FY 2012. 
Note: All figures are reported in 2012 dollars.ȱ

ȱ
ConsistentȱwithȱAmtrak’sȱstrategicȱplan,4ȱtheȱcompanyȱplansȱtoȱestablishȱsixȱbusinessȱ
linesȱtoȱimproveȱfinancialȱperformance.ȱAmtrakȱplansȱtoȱestablishȱprofitȱandȱlossȱ
accountabilityȱforȱeachȱbusinessȱline,ȱincludingȱNortheastȱCorridorȱservices,ȱstateȬ
supportedȱservices,ȱandȱlongȬdistanceȱservices.5ȱȱ
ȱ
OurȱreportingȱobjectiveȱisȱtoȱassessȱactionsȱtakenȱbyȱAmtrakȱtoȱreduceȱoperatingȱlossesȱ
fromȱtheȱfoodȱandȱbeverageȱservice,ȱandȱalsoȱtoȱdetermineȱwhetherȱopportunitiesȱexistȱ
toȱimproveȱfinancialȱperformanceȱwhileȱprovidingȱservicesȱtoȱtheȱtravellingȱpublic.ȱ
GivenȱtheȱextentȱofȱreportedȱfoodȱandȱbeverageȱlossesȱonȱlongȬdistanceȱroutes,ȱweȱ
focusedȱonȱwaysȱtoȱimproveȱtheirȱfinancialȱperformance;ȱhowever,ȱsomeȱofȱourȱfindingsȱ
alsoȱapplyȱtoȱtheȱNortheastȱCorridorȱandȱstateȬsupportedȱroutes.ȱForȱaȱdetailedȱ
discussionȱofȱourȱscopeȱandȱmethodology,ȱseeȱAppendixȱI.ȱ

FINANCIAL PERFORMANCE HAS IMPROVED, BUT LOSSES PERSIST 

FromȱFYȱ2006ȱtoȱFYȱ2012,ȱfoodȱandȱbeverageȱoperatingȱlossesȱdecreasedȱbyȱaȱreportedȱ
$33.2ȱmillion.ȱSeveralȱfactorsȱcontributedȱtoȱtheseȱreductions,ȱincludingȱrevenueȱ
increasesȱandȱefficiencyȱimprovementȱeffortsȱtoȱreduceȱcosts—suchȱas staffingȱ

                                                 
Ͷ�Amtrak�Strategic�Plan�FY�2011–FY�2015.�
ͷ������������������������������������������������������������������������������������������������ǡ�
�����������������ǡ��������������������������������Ǥ��
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reductions,ȱaȱnewȱcommissaryȱcontract,ȱandȱotherȱorganizationalȱchanges.ȱTheseȱactionsȱ
wereȱeffective,ȱbutȱfoodȱandȱbeverageȱoperatingȱlossesȱremainedȱsignificant—aȱreportedȱ
$72.0ȱmillionȱinȱFYȱ2012.ȱAsȱnotedȱinȱourȱAugustȱ2,ȱ2012ȱtestimony,6ȱAmtrak’sȱactionsȱ
haveȱresultedȱinȱrelativelyȱsmallȱefficiencyȱgainsȱbecauseȱtheyȱhaveȱbeenȱappliedȱtoȱtheȱ
existingȱbusinessȱmodelȱforȱfoodȱandȱbeverageȱservice.ȱȱȱ
ȱ
LongȬDistanceȱTrainȱLaborȱCostsȱDriveȱLossesȱ

LongȬdistanceȱroutesȱaccountedȱforȱ99ȱpercentȱofȱfoodȱandȱbeverageȱlossesȱinȱFYȱ2012,ȱ
asȱshownȱinȱTableȱ1.ȱȱ
ȱ

Table 1. Reported Food and Beverage Direct Operating Loss,  
FY 2012 (dollars in millions) 

Routes 

Food and 
Beverage 
Revenue 

Direct Costs 

Profit/ 
Loss 

Percentage 
of loss

Onboard
Labor Commissary 

Total 
Direct 
Costs

Northeast 
Corridor 

$36.5 $19.0 $16.7 $35.7 $0.8 -1

State-
supported 

32.9 19.0 15.2 34.2 (1.3)a 2

Long-
distance 

63.5 75.3 59.8 135.0 (71.5) 99

  Total $132.9 $113.2 $91.7 $204.9 ($72.0) 100%
Source: Amtrak Finance Department, Food and Beverage Marketing Report for FY 2012. 
Note: Numbers do not all add to totals due to rounding. 
a Food and beverage operating losses on state-supported routes came from the six routes on which 
Amtrak provided food and beverage services, but the states chose not to subsidize operations. Section 
209 of the Passenger Rail Improvement and Investment Act of 2008 directed Amtrak, the states, and 
other relevant parties to develop and implement a single, nationwide standardized methodology that will 
ensure equal treatment of the states by October 16, 2013.ȱ
ȱ
Aȱkeyȱfactorȱdrivingȱtheseȱlossesȱisȱlaborȱcosts,ȱwhichȱexceededȱrevenueȱonȱ13ȱofȱtheȱ15ȱ
longȬdistanceȱroutesȱinȱFYȱ2012,ȱasȱshownȱinȱTableȱ2.7ȱLaborȱcostsȱexceededȱrevenueȱonȱ
allȱlongȬdistanceȱroutesȱexceptȱtheȱAutoȱTrainȱandȱtheȱPalmetto.ȱ
ȱ
ȱ

                                                 
͸�Food�and�Beverage�Service:�Opportunities�Exist�to�Build�on�Program�Improvement�Initiativesǡ��������ʹǡ�ʹͲͳʹǡ�
��
Ǧ�ǦʹͲͳʹǦͲͳͷǤ�
͹�	�����������������Ǧ����������������ǡ����������������Ǥ�
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Table 2. Reported Food and Beverage Direct Operating Losses by 

Long-Distance Route, FY 2012 (dollars in thousands)ȱ

Route 

 Food and
Beverage
Revenue

Direct Costs 
Onboard 

Labor Commissary
Total Direct 

Costs Loss 
Auto Train $9,195 $8,321 $13,969 $22,290 ($13,095)
California Zephyr 7,633 8,955 7,487 16,442 (8,809)
Southwest Chief 5,861 7,339 6,631 13,970 (8,109)
Empire Builder 9,417 9,647 6,149 15,796 (6,379)
Coast Starlight 7,605 9,001 4,522 13,523 (5,918)
Sunset Limited 2,274 4,941 2,976 7,917 (5,643)
Crescent 2,793 4,278 3,532 7,810 (5,017)
Texas Eagle 3,258 4,400 3,388 7,788 (4,530)
Lake Shore Limited 2,727 3,340 3,020 6,360 (3,633)
Capitol Limited 2,406 3,277 1,964 5,241 (2,835)
City of New Orleans 1,747 2,596 1,668 4,264 (2,517)
Silver Star 3,380 4,005 1,450 5,455 (2,075)
Silver Meteor 3,616 3,738 1,826 5,564 (1,948)
Cardinal 785 881 710 1,591 (806)
Palmetto 791 533 476 1,009 (218)
  Total $63,488 $75,252 $59,770 $135,020 ($71,532)

Source: Amtrak Food and Beverage Summary Report for the year-to-date period ending September 30, 
2012, and Route Profitability Statement. 
Note: Numbers do not all add to totals due to rounding. 
 
RevenueȱIncreasesȱandȱActionsȱtoȱReduceȱCostsȱ

FromȱFYȱ2006ȱthroughȱFYȱ2012,ȱrevenueȱincreasesȱhaveȱbeenȱtheȱlargestȱcontributorȱtoȱ
reducingȱfoodȱandȱbeverageȱoperatingȱlosses.ȱȱ
ȱ

x Toȱcontributeȱtoȱtheȱcostȱofȱmealsȱincludedȱinȱtheȱticketȱprice,ȱAmtrakȱtransfersȱaȱ
portionȱofȱrevenueȱfromȱsleeperȬclassȱandȱAcelaȱfirstȬclassȱticketsȱtoȱtheȱfoodȱandȱ
beverageȱaccount,ȱaccordingȱtoȱofficialsȱfromȱFinanceȱandȱcustomerȱservice.ȱForȱ
sleeperȬclassȱtickets,ȱtheȱamountȱtransferredȱisȱbasedȱonȱtheȱmenuȱpriceȱofȱactualȱ
mealsȱconsumedȱbyȱsleeperȱpassengersȱonȱlongȬdistanceȱroutes.ȱOnȱAcela,ȱitȱisȱ
basedȱonȱanȱAmtrakȱcalculationȱofȱcomparableȱmealȱpricesȱthatȱbusinessȱ
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travelersȱwouldȱpayȱatȱhotelsȱinȱfourȱcitiesȱservedȱbyȱAcela.8ȱFromȱFYȱ2006ȱ
throughȱFYȱ2012,ȱreportedȱtransfersȱincreasedȱbyȱ$22.1ȱmillion.ȱAȱcustomerȱ
serviceȱofficialȱstatedȱthatȱitȱisȱdifficultȱtoȱpreciselyȱdetermineȱwhichȱfactorsȱ
causedȱincreasedȱsleeperȱcarȱticketȱrevenueȱtransfers.ȱHowever,ȱatȱleastȱpartȱofȱ
thisȱincreaseȱwasȱtheȱresultȱofȱaȱMayȱ2011ȱriseȱinȱtheȱamountȱofȱAcelaȱfirstȬclassȱ
ticketȱrevenuesȱcategorizedȱasȱfoodȱandȱbeverageȱrevenues.ȱThisȱupdateȱdidȱnotȱ
increaseȱtheȱtotalȱrevenueȱthatȱAmtrakȱreceivesȱfromȱcustomers,ȱbutȱinsteadȱ
shiftedȱrevenueȱfromȱtheȱOperationsȱdepartmentȱaccountȱtoȱtheȱfoodȱandȱ
beverageȱaccount.ȱ

ȱ
x Onȱallȱroutes,ȱonboardȱcashȱandȱcreditȱcardȱsalesȱincreasedȱ$8.9ȱmillionȱfromȱFYȱ

2006ȱthroughȱFYȱ2012.ȱ
ȱ

x SubsidiesȱforȱstateȬsupportedȱroutes,ȱwhichȱAmtrakȱcountsȱasȱrevenue,ȱincreasedȱ
byȱ$1.2ȱmillionȱfromȱFYȱ2006ȱthroughȱFYȱ2012.ȱ

ȱ
Inȱaddition,ȱAmtrakȱhasȱtakenȱtheseȱactionsȱtoȱreduceȱfoodȱandȱbeverageȱlosses:ȱ

ȱ
x InȱOctoberȱ2008,ȱAmtrakȱawardedȱaȱnewȱwarehouseȱmanagementȱcontractȱthatȱ

providedȱgreaterȱvolumeȱdiscountsȱandȱincentivesȱtoȱcontrolȱcostsȱinȱselectȱ
performanceȱareas,ȱaccordingȱtoȱtheȱChiefȱofȱCustomerȱService.ȱAsȱaȱresult,ȱ
commissaryȱcostsȱdecreasedȱbyȱ$4.5ȱmillionȱfromȱFYȱ2006ȱthroughȱFYȱ2012.ȱThisȱ
netȱcostȱreductionȱdemonstratesȱthatȱpurchasingȱefficiencyȱhasȱimprovedȱbecauseȱ
itȱoccurredȱatȱtheȱsameȱtimeȱtotalȱsalesȱincreasedȱbyȱ$32.3ȱmillion.ȱȱ
ȱ

x Inȱfallȱ2011,ȱTransportationȱofficialsȱbeganȱimplementingȱstaffingȱefficiencies,ȱ
suchȱasȱreducingȱreportȱtimesȱforȱonboardȱstaff.ȱAlthoughȱlaborȱcostsȱdecreasedȱ
byȱ$6.2ȱmillionȱinȱtheȱfirstȱfullȱyearȱafterȱimplementingȱtheseȱefficiencies,ȱlaborȱ
costsȱincreasedȱoverallȱbyȱ$3.6ȱmillionȱfromȱFYȱ2006ȱthroughȱFYȱ2012.9ȱ

ȱ
OrganizationalȱChangesȱ

Toȱimproveȱtheȱperformanceȱofȱtheȱfoodȱandȱbeverageȱservice,ȱAmtrakȱmanagementȱ
tookȱaȱnumberȱofȱorganizationalȱactions.ȱForȱexample,ȱuntilȱrecently,ȱtwoȱAmtrakȱ

                                                 
ͺ��������������������������ǡ�����������������������������������������������������������������������������������
�����������������������������ǡ���������ǡ�����������ǡ�����������������Ǥ�Ǥǡ������������������������������������
�������Ǥ�
ͻ����������������������������������������������ʹͲͳͲ����������������ǡ��������������������������������
�����������������������������������������Ǥ�
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departmentsȱsharedȱresponsibilityȱforȱtheȱfoodȱandȱbeverageȱservice.ȱAsȱweȱreportedȱinȱ
Septemberȱ2012,ȱneitherȱwasȱaccountableȱforȱreducingȱdirectȱoperatingȱlosses,ȱandȱtheyȱ
didȱnotȱeffectivelyȱcoordinateȱtheirȱinitiativesȱtoȱimproveȱfinancialȱperformance.10ȱToȱ
addressȱthisȱissue,ȱAmtrakȱtransferredȱMarketingȱandȱProductȱDevelopment’sȱfoodȱandȱ
beverageȱactivitiesȱtoȱOperationsȱonȱOctoberȱ1,ȱ2012.ȱȱ
ȱ
InȱFebruaryȱ2013,ȱAmtrakȱfilledȱtheȱrecentlyȱestablishedȱpositionȱofȱChiefȱofȱCustomerȱ
Service,ȱwhichȱreportsȱtoȱtheȱViceȱPresident,ȱOperations.ȱTheȱChiefȱhasȱoverallȱ
accountabilityȱforȱimprovingȱAmtrak’sȱfoodȱandȱbeverageȱprogram.ȱHowever,ȱtheȱChiefȱ
ofȱCustomerȱServiceȱstatedȱthatȱthisȱpositionȱdoesȱnotȱcontrolȱonboardȱstaffing—theȱkeyȱ
costȱdriverȱinȱtheȱprogram.ȱStaffingȱisȱcontrolledȱbyȱtheȱindividualȱrouteȱmanagers,ȱwhoȱ
reportȱtoȱtheȱbusinessȱlineȱmanagers.ȱInȱaddition,ȱtheȱresearchȱandȱplanningȱoffice—ȱ
whichȱreportsȱtoȱtheȱViceȱPresident,ȱOperations—advisesȱonȱstaffingȱdecisionsȱbutȱdoesȱ
notȱcontrolȱstaffing,ȱaccordingȱtoȱaȱplanningȱofficial.ȱAsȱaȱresult,ȱaccountabilityȱforȱ
improvingȱfinancialȱperformanceȱisȱsplitȱbetweenȱtheseȱthreeȱparties.ȱBecauseȱtheȱChiefȱ
ofȱCustomerȱServiceȱdoesȱnotȱhaveȱtheȱauthorityȱtoȱcontrolȱtheȱentireȱfoodȱandȱbeverageȱ
program,ȱfinalȱaccountabilityȱrestsȱwithȱtheȱViceȱPresident,ȱOperations.ȱȱ
ȱ
LossȬPreventionȱUnitȱEstablishedȱ

InȱresponseȱtoȱourȱJuneȱ2011ȱrecommendation,ȱtheȱcompanyȱestablishedȱaȱlossȬ
preventionȱunitȱwithȱfourȱdedicatedȱstaffȱandȱaȱdirector.11ȱAccordingȱtoȱtheȱunit’sȱ
director,ȱtheȱunitȱreviewsȱsystems,ȱrecords,ȱandȱdocuments,ȱandȱalsoȱobservesȱrevenueȱ
transactionsȱtoȱidentifyȱproblemsȱandȱlimitȱtheȱriskȱofȱfraud.ȱAsȱofȱMayȱ24,ȱ2013,ȱtheȱ
unitȱreportedȱvisitingȱ155ȱstationsȱwhereȱcashȱisȱhandledȱandȱobservingȱ201ȱpersonnel.ȱȱ
ȱ
Amtrakȱplansȱtoȱsupplementȱtheȱunitȱofȱfiveȱwithȱaȱnationwideȱcontractorȱtoȱactȱasȱ
mysteryȱshoppersȱtoȱobserveȱonboardȱfoodȱandȱbeverageȱemployees,ȱaccordingȱtoȱtheȱ
unit’sȱdirector.ȱFurther,ȱasȱweȱrecommended,ȱAmtrakȱdevelopedȱaȱrevenueȱprotectionȱ
planȱtoȱaddressȱweaknessesȱinȱtheȱonboardȱfoodȱandȱbeverageȱservice.ȱTheȱplanȱ
includesȱfraudȱawarenessȱbriefingsȱforȱonboardȱfoodȱandȱbeverageȱemployeesȱonȱ
programȱgoals,ȱstrategies,ȱandȱmetricsȱtoȱmaximizeȱemployeeȱcomplianceȱwithȱ
proceduresȱandȱpolicies.ȱ
ȱ
ȱ
                                                 
ͳͲ Food�and�Beverage�Service:�Initiatives�to�Help�Reduce�Direct�Operating�Losses�Can�Be�Enhanced�by�Overall�
Planǡ����������
ǡ����������Ǥ���
Ǧ�ǦʹͲͳʹǦͲʹͲǡ�����������͹ǡ�ʹͲͳʹǤ�
ͳͳ Food�and�Beverage�Service:�Further�Actions�Needed�to�Address�Revenue�Losses�Due�to�Control�Weaknesses�
and�Gaps,����������
ǡ����������Ǥ��ǦͳͳǦͲ͵ǡ�
����ʹ͵ǡ�ʹͲͳͳǤ 
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PlannedȱCashlessȱPilotȱ

AccordingȱtoȱtheȱChiefȱofȱCustomerȱService,ȱAmtrakȱalsoȱplansȱtoȱestablishȱaȱpilotȱ
projectȱforȱcashlessȱfoodȱandȱbeverageȱsales,ȱwhichȱweȱrecommended.ȱTheȱpilotȱwillȱbeȱ
implementedȱonceȱtheȱonboardȱpointȬofȬsaleȱsystemȱcanȱintegrateȱcreditȱcardȱsales.ȱ
However,ȱdelaysȱfromȱtheȱpointȬofȬsaleȱcontractorȱhaveȱpreventedȱneededȱsoftwareȱ
updates,ȱaccordingȱtoȱcustomerȱserviceȱandȱbusinessȱoperationsȱofficials.ȱTheȱlastȱ
softwareȱupdateȱwasȱdeliveredȱinȱAugustȱ2013.ȱAmtrakȱplansȱtoȱtestȱtheȱnewȱsoftwareȱ
duringȱfallȱ2013ȱandȱtoȱpilotȱaȱcashlessȱsalesȱsystemȱinȱearlyȱ2014,ȱaccordingȱtoȱcustomerȱ
serviceȱandȱbusinessȱoperationsȱofficials.ȱ

OPPORTUNITIES TO IMPROVE MANAGEMENT AND FINANCIAL 
PERFORMANCE OF THE EXISTING FOOD AND BEVERAGE 
BUSINESS MODEL 

OurȱcomparativeȱanalysisȱofȱAmtrak’sȱfoodȱandȱbeverageȱserviceȱtoȱrailroadȱindustryȱ
bestȱpracticesȱidentifiedȱsixȱopportunitiesȱtoȱmakeȱincrementalȱimprovementsȱtoȱtheȱ
currentȱbusinessȱmodel.ȱTheseȱopportunitiesȱcouldȱreduceȱlossesȱbyȱaboutȱ$10.5ȱmillionȱ
annually:ȱ
ȱ

x aligningȱdiningȱcarȱstaffingȱwithȱridershipȱ($6.9ȱmillion)ȱ
x improvingȱsalesȱperformanceȱofȱleadȱserviceȱattendantsȱ($1.6ȱmillion)ȱ
x shorteningȱreportingȱtimesȱforȱonboardȱemployeesȱ($0.1ȱmillion)ȱ
x aligningȱtheȱserviceȱwithȱvariationsȱinȱridershipȱandȱcustomerȱdemandȱ
x chargingȱpassengersȱforȱcomplimentaryȱitemsȱ(almostȱ$0.7ȱmillion)ȱ
x reducingȱspoilageȱ($1.2ȱmillion)ȱ

ȱ
Better Aligning Dining Car Staffing with Seasonal Changes in Customer Demand 

Whenȱstaffingȱdiningȱcars,ȱrouteȱmanagersȱareȱnotȱrequiredȱtoȱconsiderȱseasonalȱ
changesȱinȱcustomerȱdemand,ȱaccordingȱtoȱTransportationȱofficials.12ȱAsȱaȱresult,ȱsomeȱ
longȬdistanceȱrouteȱmanagersȱareȱincurringȱunnecessaryȱlaborȱcostsȱbyȱmaintainingȱ
higherȬthanȬnecessaryȱdiningȱcarȱstaffingȱlevelsȱduringȱperiodsȱofȱlowȱcustomerȱ
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demand.ȱWeȱestimateȱthatȱ13ȱlongȬdistanceȱroutesȱincurredȱapproximatelyȱ$6.9ȱmillionȱ
inȱsurplusȱlaborȱcostsȱinȱFYȱ2012.13ȱȱ
ȱ
Toȱassessȱwhichȱrouteȱmanagersȱareȱconsideringȱseasonalȱchangesȱinȱcustomerȱdemandȱ
whenȱstaffingȱdiningȱcars,ȱweȱcomparedȱdiningȱcarȱrevenueȱwithȱdiningȱcarȱlaborȱhoursȱ
forȱ13ȱlongȬdistanceȱroutesȱinȱFYȱ2012.ȱPeriodsȱofȱlowȱrevenueȱperȱlaborȱhourȱindicateȱ
possibleȱopportunitiesȱtoȱreduceȱstaffingȱandȱlaborȱcosts.ȱFoodȱandȱbeverageȱrevenueȱ
perȱlaborȱhourȱonȱ13ȱlongȬdistanceȱroutesȱrangedȱfromȱ$25.81ȱinȱJanuaryȱtoȱ$41.24ȱinȱ
June—aȱdifferenceȱofȱ$15.42ȱperȱhourȱ(60ȱpercent),ȱasȱshownȱinȱFigureȱ2.ȱȱ
ȱ
Figure 2. Dining Car Revenue per Onboard Labor Hour, Select Long-

Distance Routes, FY 2012 

 ȱ
        Source: OIG analysis of Amtrak revenue and labor data. 
        Note: The Auto train and the Palmetto were not included in our source data. 

ȱ
Onȱallȱ13ȱroutesȱweȱreviewed,ȱdiningȱcarȱstaffingȱwasȱnotȱreducedȱwhenȱcustomerȱ
demandȱwasȱlowerȱduringȱtheȱwinter.ȱTheȱTransportationȱdepartmentȱhasȱguidelinesȱ
forȱdiningȱcarȱstaffing,ȱbutȱrouteȱmanagersȱareȱnotȱrequiredȱtoȱuseȱthem,ȱandȱsomeȱ
chooseȱnotȱtoȱuseȱthem,ȱaccordingȱtoȱTransportationȱofficials.14ȱForȱexample,ȱinȱFYȱ2012,ȱ
theȱLakeȱShoreȱLimitedȱoperatedȱwithȱatȱleastȱfourȱdiningȱcarȱstaffȱyearȬround.15ȱYetȱforȱ
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almostȱsevenȱweeksȱinȱJanuaryȱandȱFebruaryȱ2012,ȱactualȱridershipȱneverȱreachedȱtheȱ
levelȱspecifiedȱinȱtheȱdepartmentalȱguidelinesȱthatȱwouldȱjustifyȱaȱfourthȱemployee.ȱAsȱ
aȱresult,ȱfoodȱandȱbeverageȱrevenueȱperȱlaborȱhourȱwasȱlowestȱinȱJanuary,ȱatȱ$22.98.ȱȱ
ȱ
Usingȱtheȱyearlyȱpeakȱofȱ$41.24ȱinȱrevenueȱperȱlaborȱhourȱasȱaȱbenchmark,ȱweȱestimateȱ
thatȱ13ȱlongȬdistanceȱtrainsȱusedȱapproximatelyȱ$6.9ȱmillionȱinȱsurplusȱlaborȱinȱFYȱ2012.ȱ
Weȱcalculatedȱthisȱbyȱdeterminingȱhowȱmuchȱlaborȱstaffingȱwouldȱneedȱtoȱbeȱreducedȱ
toȱbringȱrevenueȱperȱlaborȱupȱtoȱ$41.24ȱforȱFYȱ2012.ȱWeȱrecognizeȱthatȱguaranteedȱhourȱ
provisionsȱinȱlaborȱagreementsȱmayȱpreventȱAmtrakȱfromȱcapturingȱallȱofȱtheseȱ
savings.ȱForȱexample,ȱtheȱcurrentȱlaborȱagreementȱbetweenȱAmtrakȱandȱtheȱAmtrakȱ
ServiceȱWorkersȱCouncilȱguaranteesȱfullȬtimeȱemployeesȱ180ȱhoursȱaȱmonthȱandȱpartȬ
timeȱemployeesȱ150ȱhoursȱaȱmonth.ȱIfȱaȱfullȬtimeȱemployeeȱisȱscheduledȱforȱ180ȱhoursȱ
perȱmonth,ȱreducingȱtheȱhoursȱwouldȱyieldȱnoȱsavings.ȱ
ȱ
Inȱaddition,ȱaȱTransportationȱofficialȱstatedȱthatȱtheȱdepartment’sȱstaffingȱguidelinesȱareȱ
notȱbasedȱonȱtheȱactualȱnumberȱofȱcoachȱandȱsleeperȱpassengersȱwhoȱuseȱtheȱdiningȱcar.ȱ
Theȱofficialsȱtoldȱusȱthatȱtheȱguidelinesȱvaryȱbyȱrouteȱbasedȱonȱtheȱrequestsȱofȱrouteȱ
managers,ȱandȱtheyȱareȱworkingȱtoȱclarifyȱtheseȱstaffingȱguidelinesȱusingȱactualȱdiningȱ
carȱusageȱrates.ȱ
ȱ
Improving Management of Onboard Staff Could Increase Revenues 

Availableȱrevenueȱinformationȱshowsȱthatȱtheȱamountȱofȱrevenueȱgeneratedȱbyȱleadȱ
serviceȱattendantsȱonȱtheȱsameȱroutesȱvariesȱwidely,ȱindicatingȱthatȱthereȱlikelyȱareȱ
opportunitiesȱtoȱcaptureȱadditionalȱfoodȱandȱbeverageȱrevenues.ȱHowever,ȱmanagersȱ
areȱnotȱrequiredȱtoȱuseȱavailableȱrevenueȱinformationȱtoȱmonitorȱonboardȱstaffȱ
performanceȱandȱidentifyȱopportunitiesȱtoȱincreaseȱrevenues,ȱaccordingȱtoȱcustomerȱ
serviceȱofficials.16ȱWeȱcalculatedȱthatȱeveryȱoneȱpercentȱincreaseȱinȱrevenueȱforȱallȱleadȱ
serviceȱattendantsȱinȱcalendarȱyearȱ(CY)ȱ2012ȱwouldȱhaveȱyieldedȱaboutȱ$1.6ȱmillionȱinȱ
additionalȱrevenueȱsystemȬwide.ȱȱȱ

Toȱassessȱtheirȱsalesȱperformance,ȱweȱobtainedȱrevenueȱdataȱforȱeveryȱleadȱserviceȱ
attendantȱbyȱtrainȱandȱbyȱday.ȱWeȱcombinedȱthisȱwithȱridershipȱonȱeachȱtrainȱtoȱ
determineȱtheȱaverageȱsalesȱofȱleadȱserviceȱattendantȱperȱrider.ȱWeȱthenȱcomparedȱleadȱ
serviceȱattendantsȱonȱtheȱsameȱroutesȱtoȱdetermineȱtheirȱrelativeȱsalesȱperformance.ȱOurȱ
analysisȱshowsȱthatȱtheȱleadȱserviceȱattendantsȱwhoȱproducedȱtheȱhighestȱrevenueȱonȱ
longȬdistanceȱcaféȱcarsȱaveragedȱalmostȱdoubleȱtheȱrevenueȱperȱriderȱasȱthoseȱwhoȱ
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producedȱtheȱlowestȱrevenue.17ȱOnȱtheȱCapitolȱLimited’sȱcaféȱcar,ȱforȱexample,ȱrevenueȱ
byȱleadȱserviceȱattendantȱperȱriderȱrangedȱfromȱ$3.69ȱtoȱ$7.61ȱinȱCYȱ2012,ȱasȱshownȱinȱ
Figureȱ3.18ȱȱȱ

Figure 3. Reported Revenues by Lead Service Attendant, Per Rider, 
Capitol Limited Café Car, CY 2012 

 
Source: Amtrak OIG Analysis of Amtrak revenue and ridership data. 

Likewise,ȱonȱstateȬsupportedȱroutesȱtheȱhighestȱrevenueȬproducingȱleadȱserviceȱ
attendantsȱaveragedȱalmostȱtripleȱtheȱrevenueȱperȱriderȱofȱtheȱlowestȬproducingȱleadȱ
serviceȱattendants.ȱInȱCYȱ2012,ȱforȱexample,ȱtheȱrevenuesȱofȱtheȱCarolinian’sȱcaféȱcarȱbyȱ
leadȱserviceȱattendantȱrangedȱfromȱ$1.41ȱtoȱ$5.41ȱperȱrider.19ȱȱȱȱ

Transportationȱofficialsȱtoldȱusȱthatȱrouteȱmanagersȱareȱnotȱrequiredȱtoȱuseȱthisȱdataȱtoȱ
monitorȱandȱhelpȱimproveȱrevenueȱgeneratedȱbyȱleadȱserviceȱattendants.ȱMoreover,ȱ
salesȱtargetsȱorȱincentivesȱareȱnotȱusedȱwithȱleadȱserviceȱattendants,ȱcustomerȱserviceȱ
officialsȱstated.ȱAsȱaȱresult,ȱhigherȬsellingȱleadȱserviceȱattendantsȱareȱnotȱrewardedȱforȱ
goodȱsales,ȱandȱlowerȬsellingȱattendantsȱareȱnotȱheldȱaccountableȱandȱareȱnotȱcoachedȱ
toȱimproveȱsalesȱperformance.ȱBestȱpracticesȱshowȱthatȱemployeeȱsalesȱincentivesȱcanȱ
increaseȱfoodȱandȱbeverageȱrevenues.ȱForȱexample,ȱtheȱGermanȱrailȱcompanyȱprovidesȱ
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someȱemployeesȱanȱincentiveȱofȱupȱtoȱ15ȱpercentȱofȱtheirȱsalaryȱbasedȱonȱsalesȱ
performance.ȱAccordingȱtoȱGermanȱrailȱofficials,ȱsalesȱforȱtheseȱemployeesȱareȱ
consistentlyȱhigherȱthanȱotherȱemployeesȱwhoȱareȱnotȱprovidedȱincentives.ȱ

Itȱappearsȱthereȱareȱopportunitiesȱtoȱincreaseȱrevenuesȱbyȱusingȱperformanceȱ
monitoringȱtoolsȱandȱemployeeȱincentives.ȱForȱexample,ȱaȱoneȱpercentȱincreaseȱinȱleadȱ
serviceȱattendantȱsalesȱinȱCYȱ2012ȱwouldȱhaveȱyieldedȱaboutȱ$1.6ȱmillionȱinȱadditionalȱ
revenue.ȱOfȱthis,ȱaboutȱ$1.0ȱmillionȱwouldȱhaveȱcomeȱfromȱlongȬdistanceȱroutesȱandȱtheȱ
NortheastȱCorridor,ȱandȱaboutȱ$0.6ȱmillionȱfromȱstateȬsupportedȱroutes.ȱAccordingȱtoȱ
theȱChiefȱofȱCustomerȱService,ȱAmtrakȱhasȱbegunȱtoȱdevelopȱaȱreportȱforȱmanagersȱtoȱ
useȱinȱmonitoringȱtheȱsalesȱperformanceȱofȱleadȱserviceȱattendants.ȱ
ȱ
Staff Reporting Times Could be Shortenedȱ

Weȱidentifiedȱanȱopportunityȱtoȱreduceȱcostsȱbyȱshorteningȱreportingȱtimesȱforȱsomeȱ
onboardȱstaff.ȱAccordingȱtoȱTransportationȱofficials,ȱtheȱTransportationȱdepartmentȱ
doesȱnotȱhaveȱstandardȱreportingȱtimesȱforȱonboardȱserviceȱpersonnel.ȱEachȱlongȬ
distanceȱrouteȱmanagerȱdeterminesȱstaffȱreportingȱtimesȱbasedȱonȱoperationalȱneeds.ȱAsȱ
aȱresult,ȱreportingȱtimesȱforȱonboardȱstaffȱonȱtheȱlongȬdistanceȱroutesȱvaryȱfromȱoneȱtoȱ
fiveȱhoursȱbeforeȱtheȱtrain’sȱscheduledȱdepartureȱtime.ȱ
ȱ
Onȱthreeȱroutesȱweȱrode,ȱonboardȱstaffȱreportedȱthreeȱtoȱfourȱandȱaȱhalfȱhoursȱearly.20ȱ
Weȱobservedȱthatȱsomeȱonboardȱstaffȱcompletedȱtheirȱrequiredȱdutiesȱinȱlessȱtimeȱthanȱ
allotted,ȱresultingȱinȱ30ȱtoȱ60ȱminutesȱofȱfreeȱtimeȱpriorȱtoȱtheȱtrain’sȱdeparture.ȱInȱ
addition,ȱonȱthreeȱofȱtheȱroutesȱweȱrode,21ȱleadȱserviceȱattendantsȱandȱchefsȱcountedȱ
theirȱfoodȱandȱbeverageȱinventoryȱtwice—onceȱatȱtheȱcommissaryȱandȱagainȱwhenȱitȱ
wasȱloadedȱonȱtheȱtrain.22ȱTwoȱrouteȱmanagersȱstatedȱthatȱtheȱdoubleȬcountȱpreventsȱ
theftȱafterȱleadȱserviceȱattendantsȱandȱchefsȱacceptȱresponsibilityȱforȱtheirȱstockȱinȱtheȱ
commissaryȱandȱbeforeȱitȱisȱloadedȱonȱtheȱtrain.ȱDuringȱthisȱperiod,ȱstaffȱmayȱnotȱhaveȱ
visibilityȱoverȱtheȱstock.ȱȱ
ȱ
TheȱAssistantȱSuperintendentȱinȱLosȱAngelesȱstatedȱthatȱtheyȱreducedȱreportingȱtimesȱ
inȱ2012ȱandȱrequiredȱstaffȱtoȱcountȱfoodȱstocksȱonlyȱonce.ȱInȱJulyȱ2012,ȱforȱexample,ȱtheȱ
SunsetȱLimitedȱreducedȱitsȱreportȱtimesȱfromȱthreeȱtoȱtwoȱhoursȱbeforeȱdepartureȱbyȱ
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directingȱtheȱfoodȱsupplyȱcontractorȱtoȱloadȱtrainsȱdirectly.ȱLeadȱserviceȱattendantsȱandȱ
chefsȱnowȱcheckȱtheirȱstockȱafterȱtheȱtrainȱhasȱbeenȱloaded.ȱOfficialsȱfromȱotherȱ
railroadsȱstatedȱthatȱtheyȱuseȱthisȱprocedure.ȱForȱexample,ȱtheȱfoodȱmanagerȱforȱtheȱ
NewȱSouthȱWalesȱrailroadȱinȱAustraliaȱstatedȱthatȱtheirȱstaffȱreportȱ30ȱtoȱ45ȱminutesȱ
beforeȱdepartureȱbecauseȱaȱcontractorȱloadsȱtheȱtrainsȱandȱinventoryȱisȱonlyȱcountedȱ
once—whenȱitȱisȱdelivered.ȱȱ
ȱ
Transportationȱofficialsȱstatedȱthatȱtheyȱhaveȱattemptedȱtoȱdecreaseȱreportȱtimesȱonȱallȱ
longȬdistanceȱroutes,ȱbutȱhaveȱsometimesȱbeenȱoverriddenȱbyȱrouteȱmanagers.ȱ
ShorteningȱreportingȱtimesȱforȱonboardȱemployeesȱbyȱoneȱhourȱonȱthreeȱlongȬdistanceȱ
routesȱweȱtravelledȱcouldȱreduceȱlaborȱcostsȱbyȱaboutȱ$100,000ȱannually.23ȱAsȱabove,ȱweȱ
recognizeȱthatȱoperationalȱdifferencesȱbetweenȱroutesȱandȱguaranteedȱhourȱprovisionsȱ
inȱlaborȱagreementsȱmayȱreduceȱtheȱsavingsȱfromȱtheseȱactions.ȱ
ȱ
Alternative Food and Beverage Services  

Ourȱanalysisȱidentifiedȱopportunitiesȱtoȱalignȱtheȱlevelȱofȱfoodȱandȱbeverageȱserviceȱ
withȱvariationsȱinȱridership,ȱcustomerȱdemand,ȱandȱfinancialȱperformanceȱforȱeachȱ
route.ȱChangesȱcouldȱincludeȱamendingȱorȱeliminatingȱtheȱcurrentȱsitȬdownȱdiningȱcarȱ
serviceȱseasonally,ȱonȱselectedȱroutes,ȱorȱonȱportionsȱofȱsomeȱroutes. 

Whenȱdecidingȱtheȱlevelȱofȱfoodȱandȱbeverageȱservice,ȱconsideringȱridershipȱandȱ
customerȱdemandȱpatternsȱonȱindividualȱroutesȱcanȱprovideȱopportunitiesȱtoȱimproveȱ
financialȱperformance.ȱCurrently,ȱrouteȱmanagersȱretainȱtheirȱbaseȱdiningȱcarȱserviceȱ
yearȬroundȱforȱtheȱdurationȱofȱeachȱlongȬdistanceȱtrip,ȱregardlessȱofȱcustomerȱdemand,ȱ
accordingȱtoȱTransportationȱofficials.24ȱForȱexample,ȱtheȱSunsetȱLimitedȱoperatesȱ
betweenȱLosȱAngelesȱandȱNewȱOrleans.ȱOnȱthisȱroute,ȱFYȱ2012ȱridershipȱwasȱlowestȱ
betweenȱSanȱAntonioȱandȱNewȱOrleans,ȱresultingȱinȱlowerȱdiningȱcarȱrevenue,ȱ
particularlyȱduringȱtheȱlowȱridershipȱseason.ȱLowȱseasonȱrevenueȱonȱtheȱeastboundȱ
trainȱdropsȱonȱtheȱthirdȱday,ȱafterȱtheȱtrainȱdepartsȱSanȱAntonio,ȱasȱshownȱinȱFigureȱ4.ȱ
ȱ
ȱ
ȱ
ȱ
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Figure 4. Reported Dining Car Revenue by Meal Period, 

Eastbound Sunset Limited,  
January 2013 (Low Season) 

  
    Source: Amtrak OIG analysis of lead service attendant revenue data. 
    Note: The eastbound Sunset Limited leaves Los Angeles at 10:00 pm, so there is no  
    dining service on Day 1. 

ȱ
ThisȱsalesȱpatternȱoccursȱbecauseȱtheȱSunsetȱLimitedȱremovesȱoneȱsleeperȱcarȱandȱoneȱ
coachȱcarȱfromȱtheȱeastboundȱtrainȱinȱSanȱAntonioȱbutȱmaintainsȱtheȱdiningȱcar.ȱDespiteȱ
thisȱchangeȱinȱcarryingȱcapacity,ȱrouteȱmanagersȱretainȱthreeȱonboardȱemployeesȱandȱ
theȱsameȱsitȬdownȱdiningȱcarȱserviceȱyearȬroundȱforȱtheȱdurationȱofȱtheȱtrip,ȱaccordingȱ
toȱTransportationȱofficials.25ȱToȱreduceȱcosts,ȱtheȱAlaskaȱRailroadȱremovesȱitsȱdiningȱcarȱ
andȱfourȱemployeesȱfromȱitsȱtrainsȱduringȱtheȱlowȱseason.ȱDuringȱthatȱtime,ȱtheȱrailroadȱ
operatesȱaȱcaféȱcarȱstaffedȱwithȱoneȱonboardȱemployee.ȱȱ
ȱ
TheȱDepartmentȱofȱTransportationȱOfficeȱofȱInspectorȱGeneralȱ(DOTȱOIG)ȱalsoȱ
identifiedȱanȱopportunityȱtoȱadjustȱtheȱlevelȱofȱfoodȱandȱbeverageȱservice.ȱInȱJulyȱ2005,ȱ
DOTȱOIGȱreportedȱthatȱremovingȱsleeperȱcars,ȱdiningȱcars,ȱandȱotherȱamenitiesȱfromȱ
longȬdistanceȱroutesȱwhileȱstillȱmaintainingȱbasicȱcoachȱserviceȱcouldȱsaveȱ$75ȱmillionȱ
toȱ$158ȱmillionȱinȱannualȱoperatingȱcosts.ȱDOTȱOIGȱrecommendedȱthatȱAmtrakȱ
implementȱmultipleȱpilotȱprojectsȱonȱitsȱworstȬperformingȱlongȬdistanceȱroutes,ȱ
includingȱtheȱremovalȱofȱsleeperȱandȱdiningȱcarsȱfromȱservice.ȱInȱcommentingȱonȱtheȱ
report,ȱAmtrakȱacknowledgedȱthatȱlongȬdistanceȱrailȱserviceȱcannotȱremainȱviableȱ
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withoutȱsignificantȱreductionsȱinȱexpenses,ȱandȱsaidȱthatȱAmtrakȱwillȱbeȱlaunchingȱaȱ
numberȱofȱpilotȱprojectsȱtoȱaddressȱlongȬdistanceȱoperatingȱcostȱissues.26ȱAccordingȱtoȱ
DOTȱOIGȱofficials,ȱtheseȱrecommendationsȱwereȱnotȱimplementedȱbecauseȱwhenȱtheȱ
reportȱwasȱreleased,ȱAmtrakȱwasȱcompletingȱanȱupgradeȱofȱitsȱsleeperȱcarȱequipment.ȱ
TheȱofficialsȱsaidȱthatȱAmtrakȱdidȱnotȱwantȱtoȱpilotȱremovingȱsleeperȱcarsȱbecauseȱofȱ
thisȱinvestment.ȱ
ȱ
Amtrak’sȱMarketingȱdepartmentȱhasȱconductedȱmarketȱresearchȱofȱtheȱpotentialȱ
revenueȱimpactȱofȱvariousȱoptionsȱforȱprovidingȱfoodȱandȱbeverageȱservices.ȱInȱ2012,ȱ
theȱdepartmentȱaskedȱ2,495ȱrecentȱAmtrakȱcustomersȱforȱtheirȱpreferencesȱonȱvariousȱ
foodȱandȱbeverageȱoptions,ȱincludingȱreducingȱorȱeliminatingȱdiningȱandȱcaféȱcarȱ
service.ȱTheȱmarketȱresearchȱindicatedȱthatȱreducingȱorȱeliminatingȱfoodȱservice,ȱorȱ
chargingȱmoreȱforȱexistingȱservice,ȱwouldȱreduceȱridershipȱandȱrevenue.ȱTheȱstudyȱ
concludedȱthatȱAmtrakȱwouldȱloseȱ(1)ȱaboutȱ1ȱmillionȱridersȱandȱ$91ȱmillionȱinȱticketȱ
revenueȱifȱfoodȱserviceȱonȱallȱshortȬdistanceȱroutesȱwasȱeliminated,27ȱandȱ(2)ȱaboutȱ
345,000ȱridersȱandȱ$93ȱmillionȱinȱticketȱrevenueȱifȱdiningȱcarȱserviceȱwasȱeliminatedȱonȱ
allȱlongȬdistanceȱroutes.ȱTheȱstudyȱaddressedȱonlyȱtheȱpotentialȱimpactȱonȱridershipȱ
andȱticketȱrevenues—notȱtheȱpotentialȱcostȱsavingsȱassociatedȱwithȱtheȱvariousȱ
alternatives.ȱ
ȱ
OperationalȱconsiderationsȱwillȱrequireȱaȱcaseȬbyȬcaseȱassessmentȱofȱeachȱrouteȱandȱ
season.ȱHowever,ȱopportunitiesȱexistȱtoȱbetterȱalignȱfoodȱandȱbeverageȱserviceȱwithȱ
customerȱdemand.ȱFromȱFYȱ2010ȱtoȱFYȱ2012,ȱtheȱMarketingȱdepartmentȱconductedȱsuchȱ
anȱanalysisȱofȱallȱ15ȱlongȬdistanceȱroutes;28ȱhowever,ȱseveralȱplansȱthatȱinvolvedȱ
reducingȱonboardȱlaborȱwereȱproposedȱbutȱnotȱultimatelyȱaccepted,ȱaccordingȱtoȱaȱ
Marketingȱofficial.ȱ
ȱ
Charging for Complimentary Food and Beverage Items 

Costsȱcouldȱbeȱdecreasedȱandȱrevenuesȱpotentiallyȱincreasedȱbyȱchargingȱpassengersȱforȱ
complimentaryȱitems.ȱComplimentaryȱwineȱandȱchampagneȱareȱofferedȱasȱanȱamenityȱ
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toȱcustomersȱinȱsleeperȱcarsȱonȱthreeȱlongȬdistanceȱroutes;29ȱcomplimentaryȱwineȱandȱ
cheeseȱareȱofferedȱtoȱpassengersȱonȱtheȱAutoȱTrain.ȱInȱFYȱ2012,ȱtheseȱcomplimentaryȱ
offeringsȱcostȱaboutȱ$428,000,ȱaccordingȱtoȱaȱcustomerȱserviceȱofficial.30ȱAlso,ȱAmtrakȱ
proceduresȱallowȱindividualsȱonȱpersonalȱtravelȱusingȱanȱemployeeȱpassȱtoȱreceiveȱfreeȱ
mealsȱonȱtheȱAutoȱTrainȱifȱtheirȱticketȱisȱfree.31ȱInȱFYȱ2012,ȱemployeeȱpassȱridersȱonȱfree,ȱ
personalȱtravelȱconsumedȱaboutȱ$260,000ȱinȱmealsȱonȱtheȱAutoȱTrain.32ȱEmployeesȱonȱ
personalȱtravelȱalsoȱreceivedȱsomeȱundeterminedȱamountȱonȱtheȱotherȱlongȬdistanceȱ
routes,ȱaccordingȱtoȱaȱrevenueȱmanagementȱofficial.ȱȱ
ȱ
Improve Food and Beverage Inventory Management to Reduce Spoilage 

Weȱidentifiedȱopportunitiesȱtoȱimproveȱinventoryȱmanagementȱpracticesȱandȱreduceȱ
spoilageȱcosts.ȱInȱFYȱ2012,ȱfoodȱandȱbeverageȱspoilageȱaccountedȱforȱaboutȱ$3.1ȱmillionȱ
(8.3ȱpercent)ȱofȱtheȱaboutȱ$37.9ȱmillionȱinȱfoodȱandȱbeveragesȱsoldȱonboard.33ȱTheȱ
experienceȱofȱanotherȱrailroadȱshowsȱthatȱlowerȱspoilageȱratesȱareȱpossible.ȱForȱ
example,ȱtheȱGreatȱSouthernȱRailȱinȱAustraliaȱhasȱaȱfoodȱspoilageȱrateȱofȱaboutȱ5ȱ
percentȱofȱfoodȱsoldȱonboard,ȱaccordingȱtoȱtheȱFoodȱandȱBeverageȱManager.ȱIfȱAmtrakȱ
reducedȱspoilageȱtoȱaȱsimilarȱlevel,ȱitȱwouldȱreduceȱlossesȱbyȱmoreȱthanȱ$1.2ȱmillionȱ
annually.ȱȱ
ȱ
Accordingȱtoȱofficialsȱfromȱcustomerȱserviceȱandȱtheȱcommissaryȱcontractor,ȱ
ARAMARK,ȱseveralȱfactorsȱcontributeȱtoȱfoodȱspoilage:ȱȱ
ȱ

x Highȱonboardȱstockȱlevels.ȱARAMARKȱofficialsȱstatedȱthatȱtheyȱworkȱtogetherȱ
withȱAmtrakȱtoȱestablishȱtrainȱstockȱlevels.ȱHowever,ȱsomeȱtrainsȱreturnȱmostȱofȱ
theirȱfoodȱandȱbeverageȱstockȱtoȱtheȱcommissaryȱafterȱeachȱtrip.ȱInȱFYȱ2012,ȱforȱ
example,ȱtheȱstateȬsupportedȱVermonterȱandȱEthanȱAllenȱExpress34ȱroutesȱ
returnedȱmoreȱthanȱ69ȱpercentȱofȱtheirȱstock;ȱAcelaȱtrainsȱreturnedȱalmostȱ
68ȱpercent;ȱandȱ14ȱofȱtheȱ15ȱlongȬdistanceȱtrainsȱreturnedȱ35–57ȱpercentȱofȱtheirȱ
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stock.ȱByȱcontrast,ȱtheȱAutoȱTrainȱreturnsȱoneȱpercentȱofȱitsȱstock.35ȱCustomerȱ
serviceȱofficialsȱandȱARAMARKȱofficialsȱstatedȱthatȱtheȱhighȱreturnȬtoȬstockȱ
ratesȱonȱmostȱroutesȱoccurȱbecauseȱserviceȱattendantsȱdoȱnotȱwantȱtoȱrunȱoutȱofȱ
anyȱitems.ȱCustomerȱserviceȱofficialsȱstatedȱthatȱthisȱcultureȱstemsȱfromȱtheȱ1980sȱ
whenȱleadȱserviceȱattendantsȱwereȱdiscouragedȱfromȱrunningȱoutȱofȱstock.ȱ
ȱ

x Backordering.ȱAmtrak’sȱServiceȱStandardsȱManualȱstatesȱthatȱleadȱserviceȱ
attendantsȱmayȱorderȱmoreȱstockȱforȱtheirȱtrainsȱwhenȱadditionalȱsuppliesȱareȱ
needed—aȱprocessȱcalledȱbackordering.ȱHowever,ȱbecauseȱofȱtheȱcultureȱofȱnotȱ
runningȱoutȱofȱstock,ȱsomeȱleadȱserviceȱattendantsȱbackorderȱtooȱmuchȱstock,ȱ
whichȱcanȱleadȱtoȱspoilage,ȱaccordingȱtoȱcustomerȱserviceȱandȱARAMARKȱ
officials.ȱAmtrak’sȱServiceȱStandardsȱManualȱstatesȱthatȱbackordersȱshouldȱbeȱ
approvedȱbyȱaȱmanagerȱwheneverȱpossible,ȱbutȱthereȱisȱnoȱstandardȱprocessȱforȱ
obtainingȱsupervisoryȱapprovalȱbeforehand,ȱaccordingȱtoȱcustomerȱserviceȱ
officials.ȱFurther,ȱAmtrak’sȱinventoryȱmanagementȱsystemȱlacksȱtheȱcapabilityȱtoȱ
trackȱinstancesȱofȱsupervisoryȱapproval,ȱorȱtheȱreasonsȱforȱbackorders.ȱWithoutȱaȱ
systemȱofȱpriorȱapprovalȱorȱtheȱabilityȱtoȱtrackȱwhyȱbackordersȱoccurred,ȱ
accountabilityȱoverȱbackordersȱisȱlimited.ȱ

ȱ
x AcelaȱfirstȬclassȱorderȱtime.ȱFoodȱisȱorderedȱbasedȱonȱbookedȱridershipȱupȱtoȱ24ȱ

hoursȱbeforeȱaȱtrain’sȱdeparture,ȱaccordingȱtoȱcustomerȱserviceȱofficials.ȱ
However,ȱAcelaȱcustomersȱfrequentlyȱmakeȱlastȱminuteȱbookingȱchanges,ȱwhichȱ
makesȱaccurateȱpurchasingȱchallenging,ȱaccordingȱtoȱcustomerȱserviceȱofficials.ȱȱ

 
Oneȱrailroadȱreducesȱspoilageȱbyȱsellingȱfoodȱreachingȱitsȱexpirationȱdateȱatȱtheȱendȱofȱ
tripsȱatȱreducedȱprices.ȱTheȱNorthernȱNewȱEnglandȱPassengerȱRailȱAuthority,ȱwhichȱ
managesȱtheȱstateȬsupportedȱDowneaster,36ȱreducesȱtheȱpriceȱofȱfoodȱreachingȱitsȱ
expirationȱdate,ȱaccordingȱtoȱtheȱExecutiveȱDirector.ȱOneȱhourȱbeforeȱtheȱlastȱdailyȱtripȱ
reachesȱitsȱfinalȱdestination,ȱtheȱfoodȱandȱbeverageȱattendantȱmakesȱanȱannouncementȱ
thatȱcertainȱitemsȱareȱbeingȱsoldȱatȱreducedȱprices.ȱ
ȱ
Routeȱmanagersȱandȱcustomerȱserviceȱofficialsȱtoldȱusȱthatȱtheyȱdoȱnotȱuseȱthisȱpractice.ȱ
TheȱChiefȱofȱCustomerȱstatedȱthatȱbeforeȱthisȱpracticeȱcouldȱbeȱadopted,ȱaȱpointȬofȬsaleȱ
systemȱmustȱbeȱdeployedȱthatȱtracksȱtheȱtimeȱwhenȱtheȱitemsȱareȱsold.ȱInȱaddition,ȱ
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policiesȱmustȱbeȱdevelopedȱthatȱspecifyȱwhichȱitemsȱcanȱbeȱsoldȱatȱreducedȱpricesȱandȱ
whenȱtheyȱcanȱbeȱsold.ȱAsȱpreviouslyȱmentioned,ȱbusinessȱoperationsȱofficialsȱareȱ
workingȱtoȱimplementȱanȱautomatedȱpointȬofȬsaleȱsystemȱonȱallȱcaféȱcars,ȱbutȱdelaysȱ
fromȱtheȱpointȬofȬsaleȱcontractorȱhaveȱpreventedȱneededȱsoftwareȱupdates,ȱaccordingȱtoȱ
customerȱserviceȱandȱbusinessȱoperationsȱofficials.ȱTheȱlastȱsoftwareȱupdateȱwasȱ
deliveredȱinȱAugustȱ2013.ȱBusinessȱoperationsȱofficialsȱplanȱtoȱtestȱtheȱnewȱsoftwareȱ
duringȱfallȱ2013ȱandȱtoȱpilotȱaȱcashlessȱsalesȱsystemȱinȱearlyȱ2014.ȱ
ȱ
Sleeper Passengers 

Sleeperȱcarȱpassengers’ȱtransportationȱandȱmealsȱareȱincludedȱinȱtheirȱticketȱprice.ȱ
However,ȱwhenȱestablishingȱtheȱpriceȱofȱsleeperȱtickets,ȱtheȱMarketingȱdepartmentȱdoesȱ
notȱconsiderȱtheȱcostȱofȱprovidingȱfoodȱandȱbeverageȱservices,ȱaccordingȱtoȱMarketingȱ
officials.ȱTheyȱsetȱticketȱpricesȱbasedȱonȱanȱassessmentȱofȱcustomerȱdemandȱandȱpriceȱ
sensitivity.ȱ
ȱ
Otherȱrailroadsȱconsiderȱtheȱcostȱofȱfoodȱandȱbeveragesȱinȱestablishingȱtheirȱticketȱ
prices.ȱForȱexample,ȱofficialsȱfromȱtwoȱprivateȱrailroads—theȱGreatȱSouthernȱRailȱinȱ
AustraliaȱandȱtheȱRockyȱMountaineerȱinȱCanada—statedȱthatȱtheyȱsetȱticketȱpricesȱtoȱ
recoverȱtheȱcostsȱofȱtheirȱfoodȱandȱbeverageȱservice.ȱToȱaccommodateȱridersȱwithȱ
differentȱpreferences,ȱbothȱrailroadsȱofferȱthreeȱlevelsȱofȱservice.ȱAmtrakȱoffersȱtwoȱ
levelsȱofȱserviceȱonȱlongȬdistanceȱtrains:ȱcoachȱ(whichȱdoesȱnotȱincludeȱmeals)ȱandȱ
sleeper.ȱAlthoughȱthereȱareȱlimitsȱtoȱhowȱmuchȱmoreȱAmtrakȱcanȱchargeȱcustomersȱ
withoutȱadverselyȱaffectingȱtotalȱrevenue,ȱopportunitiesȱmayȱexistȱtoȱincreaseȱtheȱpriceȱ
ofȱsleeperȱticketsȱtoȱcoverȱcosts.ȱ

CONTRACTING FOR FOOD AND BEVERAGE SERVICES WOULD 
HAVE SIGNIFICANT WORKFORCE AND FINANCIAL IMPLICATIONS 

Contractingȱforȱfoodȱandȱbeverageȱservicesȱwouldȱhaveȱsignificantȱimplicationsȱforȱtheȱ
workforce;ȱhowever,ȱtheȱfinancialȱbenefitsȱcouldȱbeȱsignificant.ȱInȱassessingȱwhetherȱtoȱ
contractȱforȱonboardȱfoodȱandȱbeverageȱservices,ȱAmtrakȱmustȱweighȱcertainȱqualitativeȱ
factors,ȱsuchȱasȱtheȱsafetyȱandȱsecurityȱresponsibilitiesȱofȱonboardȱpersonnel,ȱandȱtheȱ
possibilityȱofȱlaborȱunrest.ȱNevertheless,ȱtheȱfinancialȱbenefitsȱofȱcontractingȱcouldȱbeȱ
significant.ȱComparingȱAmtrak’sȱlaborȱandȱbenefitȱcostsȱforȱonboardȱfoodȱandȱbeverageȱ
personnelȱtoȱtheȱcostsȱofȱrailroadsȱthatȱcontractȱforȱfoodȱandȱbeverageȱservices,ȱweȱ
estimateȱthatȱcontractingȱcouldȱpotentiallyȱreduceȱlaborȱcostsȱbyȱ$51.4ȱmillionȱtoȱ$60.5ȱ
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millionȱannually.37ȱTheseȱpotentialȱlaborȱcostȱreductionsȱcouldȱbeȱaffectedȱbyȱtheȱ
applicabilityȱofȱvariousȱrailroadȱlaborȱstatutesȱsuchȱasȱRailroadȱRetirement,ȱandȱrailroadȱ
workers’ȱcompensationȱtoȱaȱthirdȬpartyȱcontractor.ȱIfȱtheȱthirdȬpartyȱcontractorȱisȱ
subjectȱtoȱtheȱaboveȱtaxes,ȱtheȱestimatedȱlaborȱsavingsȱwouldȱbeȱreducedȱbyȱaboutȱ
$3.5ȱmillionȱtoȱ$5.1ȱmillion.ȱȱ
ȱ
AmtrakȱCanȱandȱHasȱContractedȱforȱFoodȱandȱBeverageȱServicesȱ

Amtrakȱhasȱtheȱauthorityȱtoȱcontractȱforȱitsȱfoodȱandȱbeverageȱservice.38ȱItȱhasȱusedȱthisȱ
authorityȱonȱtwoȱoccasions:ȱȱȱ
ȱ

x Inȱ1999,ȱAmtrakȱcontractedȱitsȱcommissaryȱoperations,ȱwhichȱaffectedȱ
approximatelyȱ330ȱunionȱmembers,ȱaccordingȱtoȱtheȱLeader,ȱLaborȱRelations.ȱ
Amtrakȱnegotiatedȱseveranceȱpayȱforȱtheȱaffectedȱemployees.ȱTheȱLeaderȱstatedȱ
thatȱmanagementȱbelievedȱthatȱcommissaryȱoperationsȱconstitutedȱaȱgrayȱareaȱ
underȱtheȱauthorityȱtoȱoutsourceȱfoodȱandȱbeverageȱserviceȱsinceȱtheȱwarehousesȱ
storedȱsomeȱitemsȱnotȱusedȱforȱtheȱfoodȱandȱbeverageȱservice;ȱasȱaȱresult,ȱ
managementȱdecidedȱtoȱnegotiateȱwithȱtheȱunion.ȱHowever,ȱAmtrakȱhasȱtheȱ
clearȱlegalȱauthorityȱtoȱcontractȱitsȱfoodȱandȱbeverageȱservice.ȱThisȱauthorityȱwasȱ
alsoȱincludedȱinȱtheȱcurrentȱlaborȱagreement.ȱTheȱLeaderȱnotedȱthat,ȱwhileȱnotȱ
required,ȱmanagementȱcouldȱdecideȱtoȱofferȱseveranceȱpackagesȱtoȱaffectedȱ
employees.ȱȱ

ȱ
x Inȱ2004,ȱAmtrakȱcontractedȱwithȱSubwayȱrestaurantsȱtoȱprovideȱfoodȱandȱ

beverageȱservicesȱonȱtheȱstateȬsupportedȱEmpireȱService,ȱaccordingȱtoȱ
Operationsȱofficials.39ȱThisȱserviceȱhadȱpreviouslyȱbeenȱeliminatedȱonȱthisȱrouteȱ
asȱaȱcostȬsavingsȱmeasure,ȱaccordingȱtoȱseniorȱAmtrakȱofficials.ȱTheȱofficialsȱ
notedȱthatȱtheȱSubwayȱfranchiseȱpaidȱaȱsmallȱamountȱtoȱleaseȱtheȱcaféȱcar,ȱbutȱ
endedȱthisȱserviceȱafterȱonlyȱfourȱdaysȱbecauseȱofȱprotestsȱbyȱAmtrakȱunionȱ
employees.ȱ

ȱ
ȱ
ȱ
ȱ
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OtherȱRailroadȱExperienceȱinȱContractingȱforȱFoodȱandȱBeverageȱServicesȱ

Weȱidentifiedȱseveralȱbusinessȱmodelsȱinȱtheȱrailroadȱindustryȱforȱcontractingȱfoodȱandȱ
beverageȱservices.ȱAlthoughȱtheseȱmodelsȱdoȱnotȱprovideȱaȱdirectȱcomparisonȱtoȱ
Amtrak’sȱfoodȱandȱbeverageȱservice,ȱtheyȱareȱgenerallyȱsimilar.ȱTheyȱcanȱprovideȱusefulȱ
informationȱforȱidentifyingȱandȱconsideringȱwaysȱtoȱreduceȱfoodȱandȱbeverageȱserviceȱ
losses:ȱ
ȱ

x TheȱDowneaster,ȱaȱstateȬsupportedȱAmtrakȱrouteȱinȱNewȱEngland,ȱhasȱ
contractedȱforȱitsȱentireȱfoodȱandȱbeverageȱserviceȱsinceȱtheȱrailroad’sȱinceptionȱ
inȱ2001,ȱaccordingȱtoȱtheȱrailroad’sȱExecutiveȱDirector.ȱTheȱcontractorȱoperatesȱ
oneȱcaféȱcar,ȱservingȱsandwiches,ȱsnacks,ȱandȱbeverages,ȱstaffedȱbyȱoneȱonboardȱ
employee.ȱTheȱlongestȱtripȱisȱalmostȱ3½ȱhoursȱoneȬway.ȱTheȱcontractorȱprovidesȱ
supplies,ȱfoodȱpreparation,ȱloading,ȱmanagement,ȱandȱonboardȱsalesȱandȱservice.ȱ
Amtrakȱownsȱtheȱfoodȱserviceȱcarȱandȱequipment.ȱ
ȱ

x TheȱAlaskaȱRailroadȱisȱaȱstateȬownedȱfreightȱandȱpassengerȱrailroad.ȱAccordingȱ
toȱtheȱViceȱPresidentȱofȱBusinessȱDevelopment,ȱtheȱAlaska Railroadȱcontractsȱforȱ
itsȱentireȱfoodȱandȱbeverageȱservice,ȱincludingȱsupplies,ȱfoodȱpreparation,ȱ
loading,ȱmanagement,ȱandȱonboardȱsalesȱandȱservice.ȱTheȱlongestȱrouteȱrunsȱ
betweenȱAnchorageȱandȱFairbanksȱandȱtakesȱaboutȱtwoȱdaysȱroundȬtrip.ȱ
AccordingȱtoȱtheȱViceȱPresidentȱofȱBusinessȱDevelopment,ȱtheȱrailroadȱoperatesȱ
oneȱsingleȬlevelȱcaféȱcarȱservingȱsandwiches,ȱsnacks,ȱandȱbeverages,ȱstaffedȱbyȱ
oneȱemployeeȱyearȱround.ȱDuringȱtheȱhighȱseason,ȱtheȱrailroadȱoperatesȱtwoȱ
doubleȬlevelȱdiningȱcarsȱ(eachȱwithȱfourȱonboardȱemployees,ȱtwoȱcontractedȱ
chefsȱandȱoneȱmanager)ȱplusȱoneȱsingleȬlevelȱcaféȱcar.ȱTheȱAlaskaȱRailroadȱownsȱ
theȱfoodȱserviceȱcarsȱandȱequipment.ȱ
ȱ

x TheȱRockyȱMountaineer,ȱaȱprivateȱrailroadȱinȱCanada,ȱcontractsȱforȱonboardȱ
chefsȱwhoȱprepareȱtheȱfood,ȱandȱalsoȱforȱfoodȱsupplyȱandȱloading,ȱaccordingȱtoȱ
theȱManagerȱofȱOnboardȱOperations.ȱTheȱRockyȱMountaineer’sȱemployeesȱserveȱ
theȱfood.ȱTheȱOnboardȱOperationsȱManagerȱstatedȱthatȱtheȱlongestȱrouteȱthatȱ
contractedȱemployeesȱworkȱisȱaboutȱfourȱdays,ȱandȱtheȱserviceȱrunsȱfromȱAprilȱtoȱ
October.ȱTheȱRockyȱMountaineerȱownsȱtheȱfoodȱserviceȱcarsȱandȱequipment.ȱ

ȱ
PossibleȱQualitativeȱandȱQuantitativeȱFactorsȱ

AsȱpartȱofȱtheȱdecisionȬmakingȱprocessȱtoȱcontractȱforȱfoodȱandȱbeverageȱservices,ȱ
Amtrakȱwouldȱneedȱtoȱassessȱcertainȱqualitativeȱfactors.ȱOnboardȱserviceȱemployeesȱ
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playȱanȱimportantȱsafetyȱandȱsecurityȱrole.ȱAccordingȱtoȱaȱunionȱrepresentative,ȱ
onboardȱemployeesȱareȱusuallyȱtheȱfirstȱrespondersȱforȱemergenciesȱinȱremoteȱlocations,ȱ
andȱfrequentlyȱareȱanȱimportantȱpointȱofȱcontactȱforȱriders.ȱAccordingȱtoȱtheȱDirectorȱofȱ
OperatingȱPractices,ȱAmtrak’sȱonboardȱemployeesȱreceiveȱ21ȱhoursȱofȱinitialȱtrainingȱinȱ
safetyȱandȱemergencyȱpreparedness,ȱincludingȱfirstȱaid,ȱCPR,ȱandȱsafetyȱrules.ȱEveryȱ
twoȱyearsȱthereafter,ȱemployeesȱreceiveȱapproximatelyȱeightȱhoursȱofȱrefresherȱtrainingȱ
inȱsecurityȱandȱemergencyȱpreparedness.ȱByȱcomparison,ȱweȱwereȱtoldȱthatȱcontractedȱ
employeesȱforȱtheȱRockyȱMountaineerȱreceiveȱ24ȱhoursȱofȱsafetyȱandȱfirstȱaidȱtraining,ȱ
whichȱisȱrepeatedȱannually.ȱ
ȱ
Also,ȱlaborȱunrestȱcouldȱariseȱfromȱcontractingȱforȱfoodȱandȱbeverageȱservice.ȱOnboardȱ
employeesȱareȱrepresentedȱbyȱthreeȱunions,40ȱwhichȱalsoȱrepresentȱreservationȱagents,ȱ
ticketȱagents,ȱandȱbaggageȱpersonnel.ȱȱ
ȱ
Amtrakȱwouldȱalsoȱneedȱtoȱassessȱquantitativeȱfactorsȱthatȱcouldȱaffectȱimplementationȱ
costs,ȱsuchȱasȱtheȱapplicabilityȱofȱrailroadȱlaborȱstatutes.ȱAmtrakȱcouldȱincurȱadditionalȱ
costsȱifȱitȱisȱdeterminedȱthatȱaȱthirdȬpartyȱentityȱandȱitsȱemployeesȱprovidingȱfoodȱandȱ
beveragesȱaboardȱitsȱtrainsȱareȱcoveredȱbyȱtheȱRailroadȱRetirementȱAct.41ȱUsually,ȱtheȱ
RailroadȱRetirementȱBoardȱ(RRB)ȱmakesȱthisȱdetermination,ȱusingȱaȱbroadȱ
interpretationȱofȱtheȱtwoȱstatutes.ȱInȱAprilȱ2007,ȱforȱinstance,ȱtheȱU.ȱS.ȱCourtȱofȱAppealsȱ
forȱtheȱDistrictȱofȱColumbiaȱupheldȱanȱRRBȱjudgmentȱthatȱtheȱAmericanȱOrientȱExpressȱ
RailwayȱCompany42ȱwasȱaȱrailȱcarrier,ȱandȱthusȱwasȱaȱcoveredȱemployerȱliableȱforȱ
contributionsȱunderȱtheȱRailroadȱRetirementȱActȱandȱRailroadȱUnemploymentȱ
InsuranceȱAct.43ȱSimilarly,ȱissuesȱmayȱariseȱconcerningȱwhetherȱemployeesȱofȱaȱvendorȱ
areȱconsideredȱemployeesȱofȱtheȱrailroadȱratherȱthanȱtheȱcontractorȱforȱpurposesȱofȱ
applicationȱofȱliabilityȱunderȱtheȱFederalȱEmployers’ȱLiabilityȱActȱ(FELA).44ȱTheȱFYȱ2013ȱ
taxesȱforȱRailroadȱRetirementȱareȱ12.6ȱpercentȱofȱwages;ȱtheȱtaxesȱforȱFELAȱareȱ5.39ȱ
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percent of wages. If the third party is subject to these taxes, the potential labor savings 

would be reduced by about $3.5 million to $5.1 million.45   

 

In addition, Amtrak’s costs could change if it is determined that a third‐party entity and 

its employees providing food and beverages aboard its trains are covered by the 

Railroad Unemployment Insurance Act.46 Payment of Railroad Unemployment 

Insurance taxes by a contractor could increase or decrease its costs depending on an 

employee’s state of residence, state tax caps, and reporting requirements. 

Further, because Amtrak employees have traditionally performed food and beverage 

work, there are also issues concerning whether contract employees would be covered 

by the Railway Labor Act.47 Answering this question may depend on the level of control 

and supervision that Amtrak exercises over the contractor and its employees, and other 

factors. 

 

Finally, according to a Law department official, Amtrak is required to maintain liquor 

licenses in each state and locality that trains operate. A contractor would likely have to 

obtain their own liquor licenses. Amtrak spend about $88,000 per year for these licenses, 

not including the administrative costs of researching applicable state and local laws. 

 

Significant Financial Impact to Contracting Food and Beverage Services 

Contracting for onboard food and beverage service could have a significant financial 

impact. Labor rates for food and beverage personnel on the three railroads we reviewed 

are significantly lower than Amtrak’s. According to Downeaster and Alaska Railroad 

officials, hourly labor rates for contracted staff, including servers and chefs, on those 

two railroads ranged from $7.75 to $13.00, with no employee benefits. In FY 2012, 

hourly labor rates for contracted chefs on the Rocky Mountaineer averaged $14.70, 

including limited benefits. In FY 2012, Amtrak paid onboard employees an average of 

$41.19 per hour, including full benefits.48 For a comparison of average labor costs, see 

Table 3. 

                                                 
45	The	FY	2013	rates	for	Railroad	Unemployment	Insurance	taxes	range	from	0.65	percent	to	12	percent	on	
monthly	compensation	up	to	$1,405.	The	2013	state	unemployment	tax	rates	range	from	0.0	percent	in	Iowa	
to	13.5	percent	in	Maryland;	caps	on	covered	wages	vary	from	$7,000	to	$38,900.	
46	45	U.S.C.	Section	351,	et	seq.	
47	45	U.S.C.	§	151et	seq.	
48		Labor	rate	based	on	the	average	hourly	rate	plus	hourly	benefit	rate	for	the	highest	wage	position	(lead	
service	attendant)	and	lowest	wage	position	(service	attendant).	Amtrak	benefits	include	medical	insurance,	
railroad	retirement,	post‐employment	benefits,	dental	insurance,	disability	insurance,	life	insurance,	
unemployment,	railroad	workers	compensation	and	administrative	fees.	The	Rocky	Mountaineer’s	benefits	
include	only	medical	insurance.	
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Table 3. Average Labor Costs for Amtrak and Railroads That Contract 

for Food and Beverage Services 

 
Category 
 

Average Labor Costsa 
(FY 2012) 

Downeaster Alaska 
Railroad

Rocky 
Mountaineer 

Amtrak

Hourly wageb $10.00 $10.38 $14.10 $25.54

Hourly benefitsc –– –– $0.60 $15.65

Hourly wage, plus 
benefits  

$10.00 $10.38 $14.70 $41.19

Monthly salary,  
plus benefitsd 

$1,800 $1,868 $2,646 $7,414

Annual salary, 
plus benefitse 

$21,600 $22,410 $31,748 $88,970

     

 
Category 
 

Estimated Labor Savings 
 

Downeaster Alaska 
Railroad

Rocky 
Mountaineer 

Amtrak

Annual labor costsf $19,410,000 $20,138,000 $28,529,000 
 

$79,951,000

Difference between 
Amtrak & other railroads 

$60,541,000 $59,813,000 $51,421,000 N/A

Source: Amtrak OIG analysis of Downeaster, Alaska Railroad, Rocky Mountaineer, and Amtrak FY 2012 
labor data. 
Notes: 
a Hourly wage and benefits do not include overtime. 
b Hourly wage for Downeaster, Alaska Railroad, and Rocky Mountaineer is the average of the lowest and 
highest wage rates of onboard employees. For Amtrak, the hourly wage is the weighted average of three 
rates in effect in FY 2012: those starting on July 1, 2011, January 1, 2012, and July 1, 2012. We then 
averaged the highest wage position (lead service attendant) and lowest wage position (service attendant). 
c Hourly benefits for Amtrak is the average benefit rate for the highest wage position (lead service 
attendant) and lowest wage position (service attendant), weighted by the three wage rates in effect in FY 
2012. According to a Finance department official, these benefits include medical insurance, railroad 
retirement, post-employment benefits, dental insurance, disability insurance, life insurance, 
unemployment, railroad workers compensation (FELA), and administrative fees. Collectively, these 
benefits added 55.98 to 63.03 percent to FY 2012 hourly wage rates. According to a Rocky Mountaineer 
official, hourly benefits for the Rocky Mountaineer are the average paid for Culinary Employee Medical 
Service Plan costs. 
d Based on 180 hours worked per month under Amtrak work rules for full-time, agreement employees. 
e Annual salary plus benefits is monthly salary plus benefits multiplied by 12. All figures are estimates, not 
actuals. For Amtrak, actual annual salary plus benefits is higher due to overtime, according to the Chief of 
Customer Service. 
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f Annual labor costs is annual salary plus benefits multiplied by 906 regular and 283 on-call onboard 
service employees on long-distance and Northeast Corridor trains, engaged in food and beverage 
activities. We did not include employees on state-supported routes because, according to a Finance 
department official, their wages are subsidized by the states, and contracting their services would have 
no effect on Amtrak’s direct labor costs. 

 

IMPROVED BUSINESS PERFORMANCE INFORMATION 
ESSENTIAL TO EFFECTIVELY MANAGING FOOD AND 
BEVERAGE SERVICE 

Routeȱmanagersȱandȱcustomerȱserviceȱofficialsȱdoȱnotȱhaveȱadequateȱbusinessȱ
performanceȱinformationȱtoȱefficientlyȱandȱeffectivelyȱmanageȱtheȱfoodȱandȱbeverageȱ
service.ȱConsistentȱwithȱAmtrak’sȱstrategicȱplan,ȱtheȱcompanyȱplansȱtoȱestablishȱsixȱ
businessȱlines—includingȱlongȬdistance,ȱstateȬsupported,ȱandȱNortheastȱCorridorȱ
services.ȱItȱplansȱtoȱestablishȱprofitȱandȱlossȱaccountabilityȱforȱeachȱbusinessȱline.ȱ
However,ȱAmtrakȱdoesȱnotȱhaveȱadequateȱlaborȱcostȱandȱrevenueȱdataȱtoȱevaluateȱtheȱ
financialȱperformanceȱofȱtheȱfoodȱandȱbeverageȱserviceȱwithinȱeachȱbusinessȱline.ȱAȱ
seniorȱAmtrakȱofficialȱstatedȱthatȱaȱworkingȱgroupȱhasȱbeenȱestablishedȱtoȱaddressȱtheseȱ
andȱotherȱbusinessȬlineȱfinancialȱmanagementȱissues.ȱȱ
ȱ
Inȱaddition,ȱAmtrakȱlacksȱadequateȱbusinessȱinformationȱtoȱefficientlyȱandȱeffectivelyȱ
manageȱtheȱfoodȱandȱbeverageȱservice.ȱCustomerȱserviceȱofficialsȱareȱattemptingȱtoȱ
implementȱanȱautomatedȱpointȬofȬsaleȱsystemȱtoȱcollectȱthisȱinformation.ȱHowever,ȱ
contractorȱperformanceȱissuesȱhaveȱdelayedȱtheȱsystem’sȱimplementation,ȱaccordingȱtoȱ
customerȱserviceȱandȱbusinessȱoperationsȱofficials.ȱ
ȱ
Lack of Adequate Data on Cost, Revenue, and Performance  

Routeȱmanagersȱandȱcustomerȱserviceȱofficialsȱdoȱnotȱhaveȱadequateȱlaborȱcostȱandȱ
revenueȱdataȱtoȱeffectivelyȱmanageȱtheȱfoodȱandȱbeverageȱservice.ȱBestȱpracticesȱshowȱ
thatȱfinancialȱdataȱshouldȱbeȱcollectedȱandȱcompiledȱatȱtheȱlowestȱmeaningfulȱoperatingȱ
level.ȱBecauseȱsomeȱAmtrakȱtrainsȱrunȱsevenȱdaysȱaȱweekȱwithȱuniqueȱridershipȱ
characteristicsȱbyȱday,ȱtheȱlowestȱmeaningfulȱoperatingȱlevelȱisȱeachȱtrainȱandȱfoodȱ
serviceȱcar,ȱbyȱdepartureȱdate.ȱAlthoughȱfoodȱandȱbeverageȱrevenueȱandȱcostȱdataȱisȱ
availableȱsystemȬwide,ȱitȱisȱnotȱavailableȱatȱtheȱlevelȱofȱindividualȱfoodȱserviceȱcarsȱorȱ
byȱdepartureȱdate,ȱasȱshownȱinȱTableȱ4.ȱ
ȱ
ȱ
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Table 4. Availability of Food and Beverage Financial Data by 

Operational Level 
Operational Level Revenues Costs 

Labor 
Wages 

& Benefits 
Labor 

Supporta Food  

Commissary 

System-Wide Available 

 
Available Available Available Availableb

Routec Available 
 

Available 
 

Availablee 
 

Available Availablef 
 

Train, by 
Departure Dated 

Limited 
Availability 

 

Available, 
but not 

calculated by 
departure 

date 

Availablee Available Availablef

Food Service Car, 
by Departure Date  

 Limited 
Availability 

Unavailable 
 

Availablee Available Availablef

Source: Amtrak OIG analysis of Amtrak data and officials’ statements. 
Notes: 
a Consists of crew meals, crew hotels, uniforms, training, and some crew base costs 
b Actual food costs are tracked and available for each of the 11 commissaries. 
c There are 44 different routes (not including special trains). 
d More than 300 trains operate each day. 
e These costs are allocated. 
f These costs are allocated based on the number of trains served by each commissary. 
ȱ

LimitedȱAvailabilityȱofȱRevenueȱDataȱatȱtheȱTrainȱLevelȱ

Amtrak’sȱfoodȱandȱbeverageȱrevenueȱdataȱcomesȱfromȱtheȱWarehouseȱInventoryȱ
ManagementȱSystem.49ȱAccordingȱtoȱaȱFinanceȱofficial,ȱtheȱsystemȱassignsȱinventoryȱ
onlyȱtoȱtheȱfirstȱtrainȱthatȱleadȱserviceȱattendantsȱworkȱinȱaȱgivenȱshift.ȱAsȱaȱresult,ȱ
revenueȱdataȱisȱnotȱconsistentlyȱrecordedȱagainstȱtheȱtrainȱonȱwhichȱitȱwasȱreceived.ȱIfȱaȱ
serviceȱattendantȱridesȱtwoȱorȱmoreȱtrainsȱduringȱoneȱworkȱtripȱwithoutȱreturningȱtoȱ
theȱcommissary,ȱrevenuesȱwouldȱbeȱrecordedȱonlyȱtoȱtheȱfirstȱtrain.ȱTheȱsecond,ȱthird,ȱ
andȱfourthȱtrainsȱareȱrecordedȱasȱhavingȱnoȱrevenue.ȱBecauseȱrevenuesȱareȱnotȱregularlyȱ
capturedȱbyȱtrain,ȱcustomerȱserviceȱofficialsȱandȱrouteȱmanagersȱcannotȱaccuratelyȱ
evaluateȱfinancialȱperformanceȱatȱtheȱtrainȱorȱfoodȬcarȱlevel,ȱorȱbyȱtheȱdepartureȱdate.ȱ
ȱ
Becauseȱrevenuesȱareȱnotȱregularlyȱcapturedȱbyȱtrain,ȱrevenueȱisȱaggregatedȱbyȱroute.ȱ
However,ȱtheȱnumberȱofȱtrainsȱoperatingȱonȱaȱrouteȱvariesȱfromȱ2ȱtoȱ43ȱtrains.ȱForȱ

                                                 
Ͷͻ�����������������������������������������������������������������������������������������������������������ǡ�
�������������������������������������������������������������������������������������Ǥ�



25ȱ
Amtrak Office of Inspector General 

Food and Beverage Service: Potential Opportunities to Reduce Losses 
Audit Report OIG-A-2014-001 

 
example,ȱtheȱNortheastȱregionalȱtrainsȱareȱconsideredȱoneȱrouteȱforȱdataȱreportingȱ
purposes,ȱbutȱupȱtoȱ43ȱNortheastȱregionalȱtrainsȱoperateȱeveryȱweekday.ȱEachȱtrainȱhasȱ
itsȱownȱcaféȱcar.ȱAllȱrevenuesȱfromȱallȱNortheastȱregionalȱtrainsȱareȱaggregated,ȱmakingȱ
itȱimpossibleȱtoȱisolateȱtrainȬbyȬtrainȱfinancialȱperformance.ȱLikewise,ȱrevenueȱfromȱasȱ
manyȱasȱ33ȱAcelaȱtrainsȱisȱalsoȱaggregated.ȱAccordingȱtoȱrevenueȱmanagementȱofficials,ȱ
onlyȱaggregateȱrevenueȱdataȱwillȱbeȱavailableȱuntilȱaȱpointȬofȬsaleȱsystemȱisȱestablishedȱ
thatȱcanȱgenerateȱaccurateȱsalesȱdataȱbyȱtrain.ȱ
ȱ
LaborȱCostȱDataȱNotȱAvailableȱByȱTrainȱandȱByȱDepartureȱDateȱ

AccordingȱtoȱFinanceȱdepartmentȱofficials,ȱonboardȱlaborȱcostsȱconsistȱofȱwages,ȱ
benefits,ȱandȱsomeȱmanagementȱexpenses.ȱAccordingȱtoȱaȱLaborȱManagementȱSystemȱ
manager,ȱwagesȱandȱbenefitsȱareȱactualȱcosts;ȱtheyȱareȱavailableȱfromȱtheȱLaborȱ
ManagementȱSystemȱatȱtheȱtrainȱlevel.50ȱHowever,ȱwagesȱandȱbenefitsȱareȱnotȱrecordedȱ
byȱtheȱdepartureȱdateȱofȱindividualȱtrains.ȱThus,ȱwhenȱtwoȱorȱmoreȱlikeȬnumberedȱ
trainsȱareȱenȱrouteȱonȱtheȱsameȱdate—whichȱoccursȱwithȱmultiȬdayȱtrainsȱthatȱdepartȱ
daily—managersȱcannotȱisolateȱtheȱfoodȱandȱbeverageȱwagesȱandȱbenefitsȱforȱoneȱofȱ
thoseȱtrains.ȱȱ
ȱ
Forȱexample,ȱtrainȱnumberȱ8,ȱtheȱEmpireȱBuilder,ȱtakesȱaboutȱ47ȱhoursȱtoȱtravelȱfromȱ
SeattleȱtoȱChicago;ȱhowever,ȱbecauseȱtheȱtrainȱdepartsȱinȱtheȱevening,ȱitsȱtripȱspansȱ3ȱ
calendarȱdays.ȱTherefore,ȱthreeȱtrainȱnumberȱ8sȱareȱenȱrouteȱeveryȱday:ȱoneȱthatȱ
recentlyȱleftȱSeattle,ȱoneȱthatȱisȱmidȬroute,ȱandȱoneȱthatȱisȱapproachingȱChicago.ȱTheȱ
LaborȱManagementȱSystemȱdoesȱnotȱtrackȱdataȱbyȱeachȱindividualȱtrainȱandȱbyȱ
departureȱdate.ȱToȱidentifyȱemployeeȱwagesȱandȱbenefitsȱforȱanȱindividualȱtrainȱbyȱ
departureȱdateȱwouldȱrequireȱmodifyingȱtheȱLaborȱManagementȱSystemȱsoftware.ȱ
ȱ
CommissaryȱandȱLaborȱSupportȱCostsȱAreȱAllocatedȱ

AccordingȱtoȱFinanceȱdepartmentȱofficials,ȱtheȱPerformanceȱTrackingȱsystemȱtracksȱ
costsȱforȱtheȱ11ȱcommissaries.ȱCommissaryȱcostsȱareȱallocatedȱbyȱrouteȱorȱtrainȱbasedȱonȱ
theȱnumberȱofȱtrainsȱsupportedȱbyȱeachȱcommissary.ȱLaborȱsupportȱcosts,ȱwhichȱ
includeȱotherȱmanagementȱexpenses,ȱareȱtrackedȱbyȱcostȱcenters;ȱtheseȱcostsȱareȱalsoȱ
allocated.ȱInȱMarchȱ2013,ȱDOTȱOIGȱreportedȱthatȱthisȱpracticeȱisȱsystemic,ȱnotingȱthatȱ
Amtrak’sȱbusinessȱpracticesȱdoȱnotȱrequireȱcollectingȱdetailedȱcostȱdata.ȱAboutȱ20ȱ
percentȱofȱcompanyȬwideȱcostsȱareȱassignedȱandȱtheȱremainingȱ80ȱpercentȱisȱallocated.ȱ
Thisȱpracticeȱreducesȱtheȱprecisionȱofȱperformanceȱreportingȱandȱtheȱreliabilityȱofȱ
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informationȱusedȱtoȱmakeȱoperationalȱdecisions.ȱDOTȱOIGȱalsoȱreportedȱthatȱotherȱ
railroadsȱassignȱasȱmuchȱasȱ80ȱpercentȱofȱtheirȱcosts.51ȱȱ
ȱ
LackȱofȱPointȬofȬSaleȱInformationȱ

Amtrak’sȱfoodȱandȱbeverageȱaccountingȱprocessȱlacksȱtheȱcapabilityȱtoȱgenerateȱtheȱ
businessȱinformationȱneededȱtoȱefficientlyȱandȱeffectivelyȱrunȱtheȱfoodȱandȱbeverageȱ
service.ȱWeȱnotedȱthatȱfourȱofȱtheȱrailroadsȱandȱbothȱcruiseȱlinesȱweȱcontactedȱuseȱ
automatedȱpointȬofȬsaleȱsystems.ȱTwoȱofȱtheȱrailroadsȱuseȱtheseȱsystemsȱtoȱcaptureȱtheȱ
timeȱofȱeveryȱindividualȱsale,ȱwhichȱAmtrakȱdoesȱnotȱcollect.ȱWithoutȱthisȱdata,ȱ
managersȱcannotȱalignȱstaffingȱwithȱpeakȱcustomerȱdemand.52ȱAsȱpreviouslyȱdiscussed,ȱ
customerȱserviceȱofficialsȱareȱworkingȱtoȱimplementȱanȱautomatedȱpointȬofȬsaleȱsystem.ȱȱ

CONCLUSIONS 

Ourȱworkȱshowedȱthatȱoverȱtheȱlastȱseveralȱyears,ȱAmtrakȱhasȱreducedȱfoodȱandȱ
beverageȱlosses.ȱWeȱalsoȱidentifiedȱaȱnumberȱofȱopportunitiesȱtoȱfurtherȱreduceȱlosses.ȱ
Someȱactionsȱcouldȱbeȱtakenȱtoȱimproveȱtheȱexistingȱbusinessȱmodel;ȱhowever,ȱtheyȱ
wouldȱnotȱsubstantiallyȱreduceȱoverallȱoperatingȱlosses.ȱChangingȱtheȱbusinessȱmodelȱ
canȱyieldȱsubstantialȱsavings.ȱContractingȱforȱonboardȱfoodȱandȱbeverageȱservicesȱcouldȱ
reduceȱlaborȱcosts,ȱandȱinȱturnȱtheȱoperatingȱloss.ȱWeȱrecognizeȱthatȱanyȱinitiativesȱinȱ
thisȱareaȱwouldȱsignificantlyȱimpactȱtheȱlaborȱforce,ȱwhichȱcouldȱresultȱinȱlaborȱunrestȱ
andȱthereforeȱwouldȱhaveȱtoȱbeȱcarefullyȱconsidered.ȱOtherȱqualitativeȱandȱquantitativeȱ
factorsȱwouldȱhaveȱtoȱbeȱaddressed.ȱWhenȱtheȱsignificantȱriskȱandȱrewardȱofȱchangesȱtoȱ
businessȱpracticesȱareȱbeingȱconsidered,ȱaȱcommonlyȱusedȱbestȱpracticeȱisȱtoȱpilotȱtheȱ
proposedȱchanges.ȱThisȱgivesȱmanagersȱtheȱopportunityȱtoȱfullyȱweighȱtheȱquantitativeȱ
andȱqualitativeȱimpactȱofȱtheȱchanges.ȱInȱSeptemberȱ2012,ȱweȱrecommendedȱtheȱViceȱ
President,ȱOperations,ȱdirectȱtheȱchiefȱofȱCustomerȱServiceȱtoȱdevelopȱaȱfiveȬyearȱplanȱ
forȱreducingȱdirectȱoperatingȱlosses.ȱAnyȱpilotȱprogramsȱcouldȱbeȱincludedȱinȱthisȱfiveȬ
yearȱplan.ȱ
ȱ
Inȱaddition,ȱAmtrakȱlacksȱcomplete,ȱaccurate,ȱandȱconsistentȱcostȱandȱrevenueȱdataȱtoȱ
establishȱprofitȱandȱlossȱaccountabilityȱforȱitsȱfoodȱandȱbeverageȱserviceȱbyȱbusinessȱ
lines.ȱHavingȱthisȱinformationȱisȱalsoȱessentialȱtoȱAmtrak’sȱsuccessfulȱimplementationȱofȱ
itsȱstrategicȱplanȱtoȱmanageȱbyȱbusinessȱlines.ȱ
ȱ
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RECOMMENDATIONSȱ

Toȱimproveȱtheȱfinancialȱandȱoperationalȱperformanceȱofȱtheȱfoodȱandȱbeverageȱservice,ȱ
weȱrecommendȱthatȱtheȱPresidentȱandȱCEOȱdirectȱtheȱViceȱPresident,ȱOperations,ȱtoȱ
takeȱtheȱfollowingȱsteps:ȱ
ȱ

1. Pilotȱcontractingȱwithȱaȱthirdȱpartyȱtoȱprovideȱonboardȱfoodȱandȱbeverageȱ
servicesȱonȱselectedȱroutesȱtoȱdetermineȱtheȱqualitativeȱandȱquantitativeȱcostsȱ
andȱbenefitsȱofȱthisȱapproach.ȱȱ

ȱ
2. Pilotȱvariousȱoptionsȱtoȱincreaseȱefficiency,ȱincluding:ȱ

x Alignȱtheȱfoodȱandȱbeverageȱserviceȱmodelȱwithȱvariationsȱinȱridership,ȱ
customerȱdemand,ȱandȱfinancialȱperformanceȱforȱeachȱroute.ȱConsiderȱ
amendingȱorȱeliminatingȱtheȱcurrentȱsitȬdownȱdiningȱcarȱserviceȱseasonally,ȱ
onȱselectedȱroutes,ȱorȱonȱportionsȱofȱsomeȱroutes.ȱ

x Developȱperformanceȱmeasuresȱandȱmetricsȱforȱassessingȱtheȱsalesȱ
performanceȱofȱserviceȱattendants.ȱ

x Developȱaȱprogramȱtoȱrewardȱhighȱsalesȱperformersȱandȱcounselȱorȱholdȱ
accountableȱlowȱsalesȱperformers.ȱ

x ReduceȱreportȱtimesȱandȱeliminateȱtheȱpracticeȱofȱdoubleȬcountingȱfoodȱ
stocks.ȱ

x Ensureȱthatȱtheȱfinancialȱimpactȱofȱcomplimentaryȱitemsȱisȱconsideredȱwhenȱ
developingȱtheȱpricesȱofȱsleeperȱcarȱtickets.ȱ

x ChargeȱAmtrakȱemployeesȱwhoȱareȱtravellingȱforȱfreeȱonȱtheȱAutoȱTrainȱorȱ
longȬdistanceȱsleeperȱcarsȱforȱtheȱcostȱofȱtheȱfoodȱandȱbeverageȱservicesȱtheyȱ
consume.ȱ

x Reduceȱspoilageȱbyȱclarifyingȱtheȱbackorderingȱpolicy,ȱreducingȱonboardȱ
stockȱlevels,ȱreducingȱtheȱfrequencyȱofȱmenuȱchanges,ȱandȱallowingȱserviceȱ
attendantsȱtoȱsellȱexpiringȱgoodsȱatȱreducedȱpricesȱatȱtheȱendȱofȱtheȱtripsȱafterȱ
aȱpointȬofȬsaleȱsystemȱisȱfullyȱimplemented.ȱ

ȱ
3.ȱ Developȱfoodȱandȱbeverageȱcostȱandȱrevenueȱdataȱbyȱtrain,ȱcar,ȱandȱdepartureȱ
ȱ dateȱtoȱreduceȱtheȱrelianceȱonȱallocatedȱfinancialȱdataȱwhenȱdevelopingȱfinancialȱ
ȱ performanceȱreports.ȱ
ȱ

4.ȱȱ EnsureȱthatȱtheȱonboardȱpointȬofȬsaleȱsystemȱincludesȱtheȱcapabilityȱtoȱprovideȱ
ȱ relevantȱbusinessȱmanagementȱdata,ȱsuchȱasȱtimeȬofȬsale.ȱ

ȱ
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MANAGEMENT COMMENTS AND OIG ANALYSISȱ
ȱ
Inȱcommentingȱonȱaȱdraftȱofȱourȱreport,ȱtheȱPresidentȱandȱCEOȱagreedȱwithȱtheȱspiritȱofȱ
ourȱrecommendations.ȱHeȱstatedȱthatȱmanagementȱhasȱdevelopedȱaȱhighȬlevelȱplanȱforȱ
eliminatingȱfoodȱandȱbeverageȱlossesȱwithinȱtheȱnextȱfiveȱyears,ȱandȱthatȱheȱexpectsȱtoȱ
finalizeȱaȱdetailedȱplanȱbyȱtheȱendȱofȱCYȱ2013.ȱHeȱalsoȱnotedȱthat,ȱinȱevaluatingȱeachȱofȱ
ourȱrecommendations,ȱAmtrakȱmustȱassessȱtheȱimpactȱofȱanyȱpotentialȱchangesȱonȱ
customerȱsatisfaction,ȱridership,ȱrevenue,ȱandȱtheȱcompanyȱbrand.ȱWeȱbelieveȱthatȱ
Amtrak’sȱresponseȱgenerallyȱmeetsȱtheȱintentȱofȱourȱrecommendations.ȱWeȱwillȱ
continueȱtoȱmonitorȱAmtrak’sȱspecificȱimplementationȱactionsȱandȱreportȱasȱ
appropriate.ȱ
ȱ
OnȱOctoberȱ3,ȱ2013,ȱAmtrakȱannouncedȱthatȱitȱisȱmovingȱforwardȱwithȱaȱfiveȬyearȱplanȱ
toȱeliminateȱlossesȱonȱtheȱfoodȱandȱbeverageȱservice.ȱAccordingȱtoȱtheȱannouncement,ȱ
thisȱplanȱwillȱincludeȱaȱnumberȱofȱinitiativesȱdiscussedȱinȱthisȱreport,ȱsuchȱasȱaligningȱ
diningȱcarȱstaffingȱwithȱcustomerȱdemand,ȱestablishingȱmetricsȱtoȱassessȱtheȱonboardȱ
salesȱofȱserviceȱattendants,ȱandȱreducingȱspoilage.ȱThisȱannouncementȱisȱconsistentȱwithȱ
ourȱpriorȱrecommendationȱtoȱdevelopȱsuchȱaȱfiveȬyearȱplan.ȱȱ
ȱ
ForȱaȱcopyȱofȱAmtrak’sȱcomments,ȱseeȱAppendixȱIII.ȱManagementȱalsoȱprovidedȱ
technicalȱcomments,ȱwhichȱweȱaddressedȱasȱappropriateȱinȱthisȱreport.ȱ
ȱ
ȱ
ȱ
ȱ
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Appendix I 

SCOPE AND METHODOLOGY 

ThisȱreportȱprovidesȱtheȱresultsȱofȱourȱreviewȱtoȱassessȱactionsȱtakenȱbyȱAmtrakȱtoȱ
reduceȱoperatingȱlossesȱfromȱfoodȱandȱbeverageȱandȱalsoȱtoȱdetermineȱwhetherȱthereȱ
areȱopportunitiesȱtoȱimproveȱfinancialȱperformanceȱofȱtheȱfoodȱandȱbeverageȱservice,ȱ
whileȱprovidingȱservicesȱtoȱtheȱtravellingȱpublic.ȱWeȱconductedȱthisȱauditȱworkȱfromȱ
Novemberȱ2012ȱthroughȱSeptemberȱ2013ȱinȱWashingtonȱD.C.;ȱWilmington,ȱDelaware;ȱ
Chicago,ȱIllinois;ȱLosȱAngeles,ȱCalifornia;ȱSeattle,ȱWashington;ȱLorton,ȱVirginia;ȱandȱ
Miami,ȱFlorida.ȱȱ
ȱ
Toȱdetermineȱwhetherȱthereȱareȱopportunitiesȱtoȱimproveȱfinancialȱperformanceȱofȱtheȱ
foodȱandȱbeverageȱservice,ȱweȱobtainedȱandȱanalyzedȱinformationȱonȱAmtrakȱ
operationsȱandȱrailwayȱindustryȱbestȱpracticesȱforȱprovidingȱfoodȱandȱbeverageȱservice.ȱ
WeȱinterviewedȱofficialsȱfromȱFinance,ȱMarketingȱandȱProductȱDevelopment,ȱLaw,ȱ
CustomerȱService,ȱCorporateȱLaborȱRelations,ȱandȱTransportationȱregardingȱoperationsȱ
ofȱAmtrak’sȱfoodȱandȱbeverageȱservice.ȱȱ
ȱ
Weȱalsoȱinterviewedȱofficialsȱofȱdomesticȱandȱforeignȱpassengerȱrailwayȱtoȱidentifyȱbestȱ
practicesȱfromȱtheirȱorganizationsȱthatȱAmtrakȱcanȱapplyȱtoȱitsȱfoodȱandȱbeverageȱ
serviceȱoperations.ȱWeȱinterviewedȱofficialsȱfromȱtheȱNortheasternȱNewȱEnglandȱ
PassengerȱRailȱAuthorityȱ(Maine),ȱtheȱAlaskaȱRailroad,ȱandȱtheȱNorthȱCarolinaȱ
DepartmentȱofȱTransportation.ȱWeȱalsoȱinterviewedȱofficialsȱfromȱtheseȱforeignȱ
railways:ȱViaȱRailȱ(CanadianȱgovernmentȬowned),ȱCountryȱLinkȱ(governmentȬownedȱ
RailȱCorporationȱofȱAustraliaȱprovinceȱofȱNewȱSouthȱWales),53ȱGreatȱSouthernȱRailȱ
(privatelyȱownedȱinȱAustralia),ȱandȱDeutscheȱBahnȱinȱGermany.ȱWeȱinterviewedȱ
officialsȱwhoȱrepresentȱfourȱcruiseȱlinesȱthatȱattachȱrailȱcarsȱtoȱtheȱAlaskaȱRailroad:ȱ
RoyalȬCelebrity,ȱwhichȱoperateȱtogether,ȱandȱHollandȱAmerica/Princess,ȱwhichȱalsoȱ
operateȱtogether.ȱ
ȱ
Toȱassessȱtheȱcostsȱandȱbenefitsȱofȱcontractingȱwithȱaȱthirdȱparty,ȱweȱcomparedȱlaborȱ
rates,ȱbenefits,ȱandȱoperationalȱmodelsȱofȱthreeȱrailroadsȱthatȱcontractȱfoodȱandȱ
beverageȱserviceȱwithȱthoseȱofȱAmtrak.ȱWeȱalsoȱconsideredȱotherȱpotentialȱcostȱfactors,ȱ
suchȱasȱtheȱRailroadȱRetirementȱAct,ȱtheȱRailroadȱUnemploymentȱInsuranceȱAct,ȱandȱ
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theȱFederalȱEmployers’ȱLiabilityȱAct.ȱInȱaddition,ȱweȱconsideredȱotherȱqualitativeȱ
factors,ȱsuchȱasȱsafetyȱandȱsecurity.ȱȱ
ȱ
ToȱassessȱAmtrak’sȱcurrentȱcommissaryȱoperations,ȱweȱvisitedȱandȱobservedȱAmtrak’sȱ
warehouseȱoperationsȱinȱChicago,ȱLosȱAngeles,ȱSeattle,ȱMiami,ȱandȱWashingtonȱD.C.ȱ
Finally,ȱweȱtravelledȱonȱ5ȱofȱAmtrak’sȱ15ȱlongȬdistanceȱroutesȱtoȱinterviewȱfoodȱandȱ
beverageȱstaff,ȱobservedȱoperations,ȱandȱunderstandȱtheȱcurrentȱfoodȱandȱbeverageȱ
serviceȱmodel.ȱToȱdetermineȱtheȱfinancialȱviabilityȱofȱAmtrak’sȱcurrentȱoperationalȱ
model,ȱweȱreviewedȱstaffingȱlevels,ȱlaborȱrates,ȱandȱbenefits.ȱWeȱreviewedȱtheȱadequacyȱ
ofȱfinancialȱdataȱforȱmanagementȱoversightȱandȱdecisionȬmakingȱpurposes.ȱWeȱ
reviewedȱdataȱfromȱtheȱAmtrakȱPerformanceȱTrackingȱsystem,ȱWarehouseȱInventoryȱ
ManagementȱSystem,ȱandȱLaborȱManagementȱSystem.ȱ
ȱ
Weȱconductedȱthisȱperformanceȱauditȱinȱaccordanceȱwithȱgenerallyȱacceptedȱ
governmentȱauditingȱstandards.ȱThoseȱstandardsȱrequireȱthatȱweȱplanȱandȱperformȱtheȱ
auditȱtoȱobtainȱsufficient,ȱappropriateȱevidenceȱtoȱprovideȱaȱreasonableȱbasisȱforȱourȱ
findingsȱandȱconclusionsȱbasedȱonȱourȱauditȱobjectives.ȱWeȱbelieveȱthatȱtheȱevidenceȱ
obtainedȱprovidesȱaȱreasonableȱbasisȱforȱourȱfindingsȱandȱconclusionsȱbasedȱonȱourȱ
auditȱobjectives.ȱ
ȱ
Internal Controls 
 
OurȱauditȱreviewedȱAmtrak’sȱmanagementȱcontrolsȱtoȱaccountȱforȱcostsȱandȱrevenuesȱ
associatedȱwithȱtheȱfoodȱandȱbeverageȱservice.ȱWeȱalsoȱreviewedȱtheȱadequacyȱofȱ
policies,ȱprocedures,ȱguidelines,ȱandȱfinancialȱdataȱforȱmanagingȱfoodȱandȱbeverageȱ
operations.ȱThisȱreportȱdiscussesȱweaknessesȱinȱtheȱfinancialȱdata,ȱpolicies,ȱprocedures,ȱ
andȱguidelines.ȱ
ȱ
Computer-Processed Data 
ȱ
WeȱreliedȱonȱdataȱfromȱAmtrak’sȱFinanceȱdepartment,ȱwhichȱprovidedȱfoodȱandȱ
beverageȱcostsȱandȱrevenuesȱforȱtheȱNortheastȱCorridor,ȱstateȬsupportedȱroutes,ȱandȱ
longȬdistanceȱroutes.ȱForȱFiscalȱYearȱ(FY)ȱ2006ȱthroughȱFYȱ2010,ȱtheȱdataȱcameȱfromȱ
Amtrak’sȱFinancialȱInformationȱSystem;ȱforȱFYȱ2011ȱandȱFYȱ2012,ȱtheȱdataȱcameȱfromȱ
Amtrak’sȱSAPȱEnterpriseȱResourceȱPlanningȱsystem.ȱToȱverifyȱtheȱaccuracyȱofȱtheȱdata,ȱ
weȱcomparedȱtwoȱversionsȱofȱAmtrak’sȱFYȱ2010ȱdata—oneȱgeneratedȱfromȱtheȱFinancialȱ
InformationȱSystem,ȱandȱoneȱfromȱtheȱSAPȱEnterpriseȱResourceȱPlanningȱsystem.ȱWeȱ
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notedȱsomeȱminorȱdifferencesȱbetweenȱtheȱfigures,ȱbutȱtheseȱdifferencesȱwereȱnotȱ
materialȱtoȱtheȱresultsȱofȱourȱanalysis.ȱ
ȱ
WeȱalsoȱobtainedȱAmtrak’sȱauditedȱfinancialȱstatementsȱforȱFYȱ2006ȱthroughȱFYȱ2011ȱ
andȱcomparedȱthemȱwithȱdataȱprovidedȱbyȱFinanceȱofficials.ȱThisȱcomparisonȱidentifiedȱ
someȱminorȱproceduralȱlimitationsȱwithȱtheȱdata;ȱhowever,ȱbecauseȱtheȱdataȱdifferencesȱ
andȱlimitationsȱweȱidentifiedȱwereȱnotȱmaterial,ȱweȱconcludedȱthatȱtheȱdataȱwasȱ
sufficientlyȱreliableȱtoȱbeȱusedȱinȱmeetingȱourȱauditȱobjectives.ȱ
 
 
Prior Audit Reports 
ȱ
TheȱfollowingȱAmtrakȱOIGȱreportsȱareȱrelevantȱtoȱthisȱaudit’sȱobjectives:ȱȱȱ
ȱ

x FoodȱandȱBeverageȱService:ȱInitiativesȱtoȱHelpȱReduceȱDirectȱOperatingȱLossesȱCanȱBeȱ
EnhancedȱbyȱOverallȱPlanȱ(ReportȱNo.ȱOIGȬAȬ2012Ȭ020,ȱSeptemberȱ7,ȱ2012).ȱ

ȱ
x FoodȱandȱBeverageȱService:ȱOpportunitiesȱExistȱtoȱBuildȱonȱProgramȱImprovementȱInitiativesȱ

(OIGȬTȬ2012Ȭ015,ȱAugustȱ2,ȱ2012)ȱ[CongressionalȱTestimony].ȱ
ȱ

x FoodȱandȱBeverageȱService:ȱFurtherȱActionsȱNeededȱtoȱAddressȱRevenueȱLossesȱDueȱtoȱ
ControlȱWeaknessesȱandȱGapsȱ(ReportȱNo.ȱEȬ11Ȭ03,ȱJuneȱ23,ȱ2011).ȱ

ȱ
TheseȱDepartmentȱofȱTransportationȱOIGȱreportsȱareȱrelevantȱtoȱthisȱaudit’sȱobjectives:ȱȱȱ
ȱ

x Amtrak’sȱNewȱCostȱAccountingȱSystemȱisȱaȱSignificantȱImprovementȱbutȱConcernsȱ
OverȱPrecisionȱandȱLongȱTermȱViabilityȱRemainȱ(ReportȱNo.ȱCRȬ2013Ȭ056,ȱMarchȱ27,ȱ
2013).ȱ
ȱ

x AnalysisȱofȱCostȱSavingsȱonȱAmtrak’sȱLongȬDistanceȱServicesȱ(ReportȱNo.ȱCRȬ2005Ȭ
068,ȱJulyȱ22,ȱ2005).ȱ

ȱ
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Appendix II 

 
Table 5. Long-Distance Routes 

Routes From Distance (Miles)
Auto Train Lorton, Virginia–Sanford, Florida 855
California Zephyr Chicago–San Francisco 2,438
Capitol Limited Washington D.C.–Chicago 780
Cardinal  Chicago–New York 1,147
City of New Orleans Chicago–New Orleans 934
Coast Starlight Seattle–Los Angeles 1,377
Crescent New York–New Orleans 1,377
Empire Builder Chicago–Portland/Seattle 2,255(Chi–Port) 

2,205 (Chi–Sea)
Lake Shore Limited Chicago–New York/Boston  959 (Chi–NY)

1018 (Chi–Bos)
Palmetto New York–Savannah, Georgia 829
Silver Meteor New York–Miami, Florida 1,389
Silver Star New York–Miami, Florida 1,532
Southwest Chief Chicago–Los Angeles 2,265
Sunset Limited  Los Angeles–New Orleans 1,995 
Texas Eagle Chicago–Los Angeles 2,728

    Source: Amtrak route data.ȱ

ȱ ȱ
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Appendix IV 

ABBREVIATIONS�

CYȱȱ ȱ CalendarȱYearȱ
ȱ
DOTȱOIGȱȱ DepartmentȱofȱTransportationȱOfficeȱofȱInspectorȱGeneralȱ
ȱ
FELAȱȱȱ FederalȱEmployers’ȱLiabilityȱActȱ
ȱ
FYȱȱ ȱ FiscalȱYearȱ
ȱ
OIGȱȱ ȱ OfficeȱofȱInspectorȱGeneralȱ

ȱ
ȱ ȱ
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Appendix V 

OIG TEAM MEMBERS�

DavidȱR.ȱWarren,ȱAssistantȱInspectorȱGeneral,ȱAuditsȱ
ȱ
MichaelȱKennedy,ȱSeniorȱDirectorȱȱ
ȱ
JohnȱMarzullo,ȱAuditorȬinȬChargeȱ
ȱ
GeorgeȱAtuobi,ȱSeniorȱAuditorȱ
ȱ
KiraȱRao,ȱAuditorȱ
ȱ
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OIG MISSION AND CONTACT INFORMATION 
 

Amtrak OIG’s Mission The Amtrak OIG’s mission is to provide independent, 

objective oversight of Amtrak’s programs and operations 

through audits, inspections, evaluations, and 

investigations focused on recommending improvements 

to Amtrak’s economy, efficiency, and effectiveness; 

preventing and detecting fraud, waste, and abuse; and 

providing Congress, Amtrak management, and Amtrak’s 

Board of Directors with timely information about 

problems and deficiencies relating to Amtrak’s programs 

and operations. 

Obtaining Copies of OIG 
Reports and Testimony 

Available at our website: www.amtrakoig.gov. 
 
 
 

To Report Fraud, Waste, 
or Abuse 

Report suspicious or illegal activities to the OIG Hotline 
(you can remain anonymous): 
 
Web:        www.amtrakoig.gov/hotline 
Phone:     800-468-5469 

Congressional and 
Public Affairs 

David R. Warren 
Assistant Inspector General, Audits 
 
Mail:        Amtrak OIG 
                 10 G Street, N.E., 3W-300 
                 Washington, D.C. 20002 
 
Phone:      202-906-4742 

E-mail:     david.warren@amtrakoig.gov 

 

 
 

 

 

 


