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The Economic Impact of Passenger Rail Suppliers on
Midwestern States

The Midwestern states are working together to bring faster, more frequent passenger rail service to our
region. In addition to its transportation benefits, future development will bring significant economic benefits
to our states, the region and the nation. To demonstrate the important role that passenger rail already plays
in the economy of our Midwestern states — and to give a foreshadowing of its potential future impact — the
Midwest Interstate Passenger Rail Commission (MIPRC) is providing this brief snapshot of the current impact
of passenger rail suppliers to our region’s economy.

Every day, dozens of Amtrak trains traverse the Midwest. Hundreds of businesses along those routes provide
necessary products and services to keep the trains running. The first part of this report looks at the economic
benefit Amtrak is providing to our states’ economies through its contracts with local businesses.

We also provide two case studies, with the first demonstrating how station redevelopment not only has an
impact on the local economy but also brings additional economic benefits through rail suppliers’ design and
construction contracts. The example of Minnesota’s St. Paul Union Depot redevelopment — which brought
more than $14.5 million in business to a variety of suppliers — illustrates how much of an economic impact
new and expanded station development could have on rail suppliers in the future.

The second case study looks at the impact that the manufacturing of new bi-level passenger railcars is having
on the Midwest’s economy. Through the trainset manufacturer Nippon Sharyo in Rochelle, Illinois — and
companies that make up the supply chain for other components such as brakes, air conditions, lighting and
seating — this project will bring significant economic benefits to many Midwestern states.

As intercity passenger rail continues to thrive, the economic impact to our states will continue to grow. MIPRC
looks forward to continuing to demonstrate the many benefits that intercity passenger rail is bringing — and
can bring —to our region.

Rep. Randy Truitt, Indiana Robert Guy, lllinois
Co-Chairs, MIPRC Committee on the Importance of Rail Suppliers to the Midwest’s Economy

MIPRC thanks the Michigan Department of Transportation for their development of the Amtrak supplier maps; and Amtrak, the
lllinois Department of Transportation and Ramsey County Regional Railroad Authority for providing the data for this report.



The Impact of Amtrak Vendors on Midwestern States

The Midwest is a testament to the fact that people increasingly want the option to take the train, especially
with more frequent and reliable service. Ridership on existing Amtrak corridor service (100-600 miles) in the
Midwest has been growing rapidly. In FY 2014, ridership on the nine Midwestern corridor routes combined
reached nearly 3.14 million, almost double the number of riders on those routes in FY 2004. Five-year growth
(FY 2009 to FY 2014) was 27 percent.

Ridership on the eight longer-distance Amtrak routes that serve the Midwest is growing, too, with an overall
increase of seven percent over the past five years, and a 20 percent increase since FY 2004. Altogether, these
routes — all originating out of the nation’s largest rail hub, Chicago — have 80 station stops across the Midwest,
many of them in rural communities not served by other forms of intercity transportation.

Every Midwestern state with passenger rail service benefits economically from contracts Amtrak maintains
with local businesses. During FY 2013, Amtrak had a total of 931 vendors in 11 Midwestern states (lllinois,
Indiana, lowa, Kansas, Michigan, Minnesota, Missouri, Nebraska, North Dakota, Ohio and Wisconsin). These
vendor contracts resulted in an economic impact of more than $282 million, a significant growth from prior
years. During the 10-year period between FY 2003 to FY 2013, there was a 200 percent increase in the amount
Amtrak expended for goods and services in those 11 states.



lllinois

Amtrak contracted with 336 vendors in lllinois, with a total economic impact of more than $108.3 million
during FY 13. This represents a 154 percent increase from Amtrak’s FY03 expenditures for goods and services

in lllinois. The vendors were located all across the state, but there was a large concentration in the Chicago
metropolitan area.






Greater Chicago Area Inset List of Amtrak Suppliers
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Indiana

During FY 13, there were 186 Amtrak vendors in the state of Indiana. These vendors’ contracts had a $21.4
million economic impact on the state. Amtrak’s Indiana expenditures for goods and services grew 85 percent
during the 10-year period between FY03 and FY13. Similar to lllinois, Indiana’s vendors were located
throughout the state, but there was a concentration in the Greater Indianapolis area.




lowa

In lowa, Amtrak maintained 18 vendor contracts during FY 13, which had a total economic impact of more
than $1.1 million in lowa during the fiscal year. That is four times greater than Amtrak’s FY 03 expenditures for
goods and services (5237,199) in the state.



Kansas

During FY 13, Amtrak contracted with 15 vendors in the state of Kansas. These vendors’ contracts had a $29.2

million impact on the state. Amtrak’s Kansas expenditures for goods and services grew 87 percent in the 10-
year period between FY03 and FY13.



Michigan

Amtrak contracted with 93 vendors in Michigan, for a total economic impact of more than $31.7 million in FY

13. That represented a $29 million increase over FY 03. A large number of vendors are located in the southeast
region of the state.




Minnesota

Amtrak contacted with 50 vendors in the state of Minnesota, with a total economic impact of $21 million.
Amtrak’s FY 13 expenditures in the state represented a nearly $19 million increase since FY 03. The vendors
are located across the state, but there is a large concentration in the Twin Cities area.

Greater Minneapolis Area Inset

1. Blcomington 10. Minnetonka
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Missouri

Amtrak contacted with 42 vendors in Missouri, for a total economic impact of $30.1 million during FY13. Since
FY 03, Amtrak increased its Missouri expenditures by more than $28 million. The majority of vendors are
located in the Kansas City and St. Louis areas.
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Nebraska

In Nebraska, during the 10-year period since FY 03, Amtrak went from expending less than $100,000 annually

in vendor contracts to more than $5 million. During FY13, Amtrak contracted with 14 vendors in the state,
with most vendors located in Lincoln and Omaha.
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North Dakota

During FY 13, Amtrak contracted with 15 vendors in North Dakota for a total economic impact of more than
$4.6 million. The growth in economic impact since FY 03 is almost 100 fold, as Amtrak expended less than
$50,000 on North Dakota vendor contracts in FY03. All but two vendors are located directly alongside the rail
line that carries Amtrak’s Empire Builder service through the state.
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Ohio
During FY 13, Amtrak contracted with 120 vendors in Ohio, which gave a $13.8 million boost to the state’s

economy. This represents a 37% increase from Amtrak’s FY 03 expenditures for goods and services in Ohio.
Cincinnati, Columbus and the Greater Cleveland area had the most vendors, but others are spread throughout

the state.
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Wisconsin

During FY 13, Amtrak contacted with 42 vendors in Wisconsin for a total economic impact of $15.5 million.
Amtrak has more than doubled its expenditures for goods and services in the state since FY 03. Southeast
Wisconsin had the greatest concentration of vendors, with others scattered along the state’s Amtrak line and

throughout other parts of the state.
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Case Study: St. Paul Union Depot in Minnesota

As passenger rail remains an affordable, popular option for both shorter and long-distance travel, regions with
rail hubs will likely continue to make investments to modernize their stations and tracks. In May 2014, thanks
to extensive renovations, Minnesota’s Union Depot in St. Paul welcomed a passenger train back to the station
for the first time in 43 years. Amtrak’s Empire Builder service now includes a stop at Union Depot as it makes
its 46 hour journey between Chicago and Oregon.

Union Depot, which started going into disrepair in the early 1970s, required millions of dollars in renovations
before it became a working passenger train station again. A number of contracts were issued for various
components of the project, such as construction, design, and signal and track maintenance. In addition to
spurring economic growth in St. Paul and the surrounding area, the Union Depot project provided contracts
for hundreds of firms from other parts of the country. According to a June 2014 study by Good Jobs First, a
non-partisan group based in Washington DC, the restoration created over 660,000 hours of work for about
2,000 workers in at least 13 different trades. As part of the reconstruction project:

e BNSF Railway Co., which had a $2.3 million construction contact, subcontracted with Progress Rail and
United Signal from Wisconsin.

e Five Minnesota-based suppliers — EVS Engineering, Rock on Trucks, Yaw Construction Group, Meyer
Contracting, and RailWorks — were awarded more than $2.5 million in contracts.

e Union Pacific Railroad, headquartered in Omaha, Nebraska, received more than $3.2 million in
construction and design contracts.

Officials involved in the Union Station project hope to add a second daily train to Chicago and are looking at
increasing local passenger-rail services. A long-term goal to create a high-speed passenger-rail line to Chicago
is also in the planning stages. These projects will require additional construction and renovation of the
stations’ tracks.

Above: Empire Builder rolls into the station.
Right: Passengers take advantage of Union Depot’s newly
renovated waiting room.

Photos courtesy of Ramsey County Regional Railroad Authority.
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Case Study: Bi-Level Passenger Railcar Manufacturing

Manufacturing passenger rail equipment has economic impacts not only for the company awarded the
contract, but for many other rail suppliers. In September of 2012, Nippon Sharyo based in Rochelle, Illinois was
awarded a $352 million contract to assemble 130 bi-level passenger rail cars for Amtrak’s Midwest and
California corridors. The Federal Railroad Administration funded the purchase of the railcars, with a
requirement that 100 percent of the components be American-made.

To meet that demand, Nippon Sharyo built a $100 million addition to their existing facilities and added 90 new
manufacturing jobs. The lllinois Department of Transportation ordered another 34 cars from Nippon Sharyo,
for a total addition of 122 next generation railcars to the Midwestern Amtrak fleet. This will allow all existing
Midwestern corridor service routes to be equipped with new railcars.

The total economic impact of this manufacturing project reaches much farther than Rochelle, Illinois. Nippon
Sharyo is subcontracting with suppliers across the Midwest and the nation for many of the more than 100
components needed to build the trainsets. According to Joseph Szabo, former administrator of the Federal
Railroad Administration, the Midwest has more rail suppliers than any other region. For example, for the
manufacturing of these bi-level passenger rail cars:

e Mitsubishi Electric Power Products, Inc. from Grafton, Wisconsin was tasked with building auxiliary AC
motors

e Kustom Seating Unlimited, Inc. and Strut & Supply, Inc. from lllinois received contracts for seating and
table components

e For the train floors: Wisconsin-based GSI EXIM America, Inc. will build the composite floor panels; The
RCA Rubber Company from Ohio will supply the rubber floor coverings; and Narita Mfg., Inc. from
lllinois is manufacturing wiring harnesses

e Oshitani America Inc. and Fabrication Specialties, Inc. from lllinois were chosen as suppliers for the
carbody insulation

e Faiveley Transport/North American Specialty Glass will be producing the train’s window gaskets at
their Painesville, Ohio location

e Minnesota-based ISC Applied Systems Corp. is the provider of communication equipment such as the
PA system.

Columbus Steel Castings in Ohio received a $23 million contract, the largest order in the company’s history, to
build the train’s undercarriages. Joseph Haviv, Columbus Castings’ chairman, said the company’s contract with
Nippon Sharyo will create approximately 80 new jobs in the company.

Conclusion

Continued development of the nation’s passenger rail system has resulted in a huge economic boost for our
Midwestern states. From the hundreds of vendors annually helping to keep Amtrak service running, to
suppliers producing components for new train cars, the renovation of existing stations and the building of new
ones, as well as the upgrading of hundreds of miles of track, businesses from all across the region have
benefited directly from expansions in passenger rail.

Many developments have been made in recent years and there is still room for growth. Whether it be adding
another train from St. Paul to Chicago or continuing to increase Amtrak’s fleet of rail cars, there are plenty of
opportunities for the passenger rail industry to grow, and the Midwest’s economy to grow along with it.
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