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Executive Summary

Technological change and heightened global market 
competition have revolutionized the market for pri-
vate vehicles,1 and the real quality-adjusted price of 
a new vehicle fell by 40 percent between 1995 and 
2025.2 However, when it comes to buses—the most 
heavily used transit mode in the US, which accounted 
for approximately 3.8 billion unlinked passenger trips 
in 20243—prices have not followed the same trend.4

This issue is important for several reasons. First, 
transit is crucial for promoting equity, addressing  
climate change, creating jobs, and fostering economic 
development. Second, transit buses play a pivotal role 
in public transit systems due to their flexibility and 
cost-effectiveness. Third, transit agencies are fac-
ing budget crises in the aftermath of the COVID-19 
pandemic due to lower ridership and revenue, and 
many operate aging bus fleets that require significant 
investment. Finally, if we aim for more effective and 
better transit options, reducing the costs associated 
with bus services is essential.

In 1983, The New York Times reported that New  
York’s Metropolitan Transit Authority purchased 325  
air-conditioned buses for $155,000 each, approximately 
$503,000 in current dollars.5 In a dataset assembled by 
Léa Bou Sleiman, Edward L. Glaeser, and Julia Shep-
hard (hereafter BGS data), the median price paid by  
US public transit agencies for a diesel bus remains 
around $500,000. There has been little or no change in 
these costs over 20 years. Over the past 10 years, despite 
advancements in battery electric and hydrogen fuel  
cell technology, prices for zero-emissions buses have 
either remained stable or increased. Of course, a bus 
of a given fuel type purchased 10 or 20 years ago is 

not the same as one bought today—Americans with 
Disabilities Act compliance, emissions controls, new 
fare-collection technology, and safety features have 
been added in the interim. However, when we compare 
these prices to those of analogous products, this stag-
nation is striking.

The global auto industry is massive, and companies 
have strong incentives to not just create exciting new 
products but also cut costs. Mass production of cars, 
which began with Henry Ford’s relentless attempts to 
lower the cost of the Model T, has allowed the industry 
to scale. While Americans bought 15.9 million personal 
vehicles in 2024, transit agencies collectively procure 
about 4,500 heavy-duty buses each year.6 These buses 
are purchased through largely low-volume, highly  
customized procurements that are far different from 
buying a car from a dealership.

Moreover, Buy America requirements limit the 
US bus industry’s integration into the global market. 
Even though bus companies have responded to the 
demand for new technologies, like electric buses, we 
have seen far less success in cost reduction. Outside 
the US, a 36-foot Hyundai electric bus can be bought 
for $350,000,7 and Singapore recently bought 300 
BYD electric buses for $333,000 each.8 But in the BGS 
data, the median price of an electric bus bought by a 
US transit agency in 2024 was $1.1 million.

The introductory section of this report sets the 
scene by discussing three core facts about bus pro-
duction in America. We then highlight three changes 
meant to reduce the costs of buses in America: 
improving incentives for cost containment, encour-
aging mass production, and enhancing competition.
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First, we recommend following the Clean School 
Bus Program and scaling the amount per bus that  
federal grants will contribute to the 25th percentile of 
similar buses. For example, the 25th percentile cost of 
an electric bus in the BGS data was $897,000. Federal 
bus grants can cover 80 percent of that target cost, or 
approximately $718,000. Transit agencies are free 
to spend beyond the grant, but any costs beyond the 
target price would need to be covered by local funds. 
The target will rise by inflation minus 2 percent per 
year. The 2 percent decline is meant to reinforce the 
expectation that the price will actually decline over 
time. The subsequent section discusses this 
proposal and possible ways to reduce any tendency 
to game this system by paying bus makers in other 
ways.

Our second proposal is to use federal grants 
to nudge toward joint purchases and 
standardization. We see this as a two-step 
process. The first step is encouraging small 
agencies to purchase essentially standardized 
buses together with larger agencies. The second is 
establishing a “bus formulary,” or a list of bus 
models that are standard, with set prices that fall 
over time. This formulary could be maintained either 

by the Department of Transportation or as part of 
the General Services Administration schedule. Man-
ufacturers would apply to the formulary, which would 
start with existing bus models that are particularly 
common. Then, companies, including non-US com-
panies, could propose adding bus models to the for-
mulary as long as they matched the existing formulary 
buses along a set of metrics and costs. Priority would 
be given to agency spending proposals that would 
purchase buses from the formulary.

Finally, we discuss modifying or waiving certain 
Buy America requirements to create a glide path for 
new entrants to manufacture buses in the United 
States. We propose that if a foreign producer can 
place a model on the bus formulary, then the pro-
ducer can sell up to 100 buses manufactured outside 
the United States. If the buses work well and there is 
abundant demand, the producer would have to gener-
ate an American facility with a domestic supply chain 
that can produce the bus according to existing rules. 
Our hope is that this would strengthen America’s 
domestic bus production capacity by leading foreign 
producers to open factories in the US.
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US public transit buses are expensive and do not 
appear to be getting cheaper over time. The high cost 
of US buses is particularly striking relative to buses 
bought from East Asian companies. Additionally, the 
US bus industry is now dominated by two companies: 
Gillig and New Flyer. Transit agencies tend to stick 
with one of these companies, and, consequently, the 
companies dominate in different markets.

Moreover, the procurement approach most transit 
agencies take produces extremely high customization. 
While we cannot say standardized American buses 
are consistently cheaper than customized American 
buses (in part because examples of the former may 
not actually exist), we find examples of more com-
monly produced buses that seem to be less expensive.

Throughout our analysis, we focus on public tran-
sit buses rather than school buses.9 The latter are 
often purchased by school districts or separate agen-
cies and are outside the scope of this report.

The State of US Public Transit  
Bus Procurement

The facts discussed in this section reflect three dif-
ferent data sources. First, a dataset compiled by the 

American Public Transportation Association (APTA)—
the industry association representing  public agencies 
and private companies involved in transit—contains 
the characteristics and prices of buses that 150 agen-
cies purchased. Second, the National Transit Data-
base (NTD) contains bus characteristics that agencies  
report to the Federal Transit Administration (FTA). The 
NTD data include around 800 agencies but no prices.

A final dataset was assembled by Léa Bou Sleiman, 
Edward L. Glaeser, and Julia Shephard by sending 
Freedom of Information Act (FOIA) requests for 
prices to transit agencies in the NTD data. We sent 
879 FOIA requests and received comprehensive 
responses from approximately 200 agencies, which 
provided us with prices and additional characteris-
tics. Altogether, our dataset contains basic character-
istics such as fuel type, manufacturer, and length, for 
over 180,000 commuter, coach, and cutaway buses; 
detailed characteristics such as engine manufac-
turer and accessibility equipment for 130,000 buses; 
and prices for around 100,000 buses (55 percent of 
our total dataset) bought between 2000 and 2024.  
Of these, around 120,000 buses in our dataset are 
transit buses, while 64,000 of the buses with prices are 
transit buses. Our analysis focuses largely on transit 
buses, as smaller buses are often more standardized.
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The first fact our data show is that US buses are 
expensive. Figure 1 shows the median price per bus 
type in the BGS database and the full range of tran-
sit buses. The prices are corrected for inflation to 
2024 dollars.10 There is almost no trend in any of the 
median prices within bus type. The median price of an 
electric bus hovers slightly above $1 million through-
out this period, which may be surprising given the 
rapid improvements in electric vehicle technology. 
(A counterargument is that the improvements in the 
technology led to rising prices, but the same does not 
hold for heavy-duty electric vehicles.) The cost of a 
hybrid bus rose until 2015 but has remained relatively 
constant since then at about $850,000. Diesel buses 
hover around $500,000, just as in 1983, when New 
York bought 325 buses from General Motors.

Supply shocks caused by COVID closures are one 
explanation for a lack of price decrease but do not 
explain the lack of price trend in the long term. Our 
data were collected before the imposition of tariffs 
in 2025. Buy America requirements somewhat limit 

the exposure of bus manufacturers to these tariffs, 
since at least 70 percent of components in a bus pur-
chased with federal grant dollars must be domesti-
cally sourced. However, costs on remaining materials 
could induce a further spike.

National price data also support the view that the 
bus industry is far less dynamic than other vehicle 
industries. Public bus companies operate in a market 
where prices remain largely unchanged from 40 
years ago. Between January 1995 and January 2025, 
the Consumer Price Index for new vehicles rose by 
only 26.6 percent, which, since the Consumer Price 
Index for all items rose by around 106 percent, means 
that quality-adjusted real car prices fell by 40 percent  
over that 30-year period. Over the same period, the 
Producer Price Index for the real cost of truck and bus 
bodies rose by 18 percent.

In the BGS data, the range of prices within buses 
of similar characteristics is striking. In 2023, one 
agency purchased 65 40-foot diesel buses for around 
$450,000 per bus, while another bought 10 buses 

Figure 1. Median Price per Bus by Year (Urban CPI, Adjusted)

Source: BGS dataset.
Note: A contract is defined as a set of buses purchased in the same procurement with the same characteristics. In this chart, bus refers to 
the codes “bust,” “busi,” and “bus” in the APTA dataset and all non-articulated, non-coach, non-cutaway, non-truck contracts acquired 
from FOIA.
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from the same manufacturer of the same length and 
fuel type for over $950,000 per bus. Different agen-
cies may be buying buses with high levels of feature 
variation beyond what we observe. Alternatively, 
some agencies may be better at handling the procure-
ment process.

These high prices are accompanied by market con-
centration. In 2019–22, 56 percent of commuter bus 
contracts (representing 58 percent of buses) in the 
BGS datasets were made to Gillig and New Flyer. In 
2023, the Herfindahl–Hirschman Index for transit 
buses per our data was 2084 (high concentration), 
much higher than the general automotive market’s 
estimated 1033 (mild concentration).11 This concen-
tration has increased relative to 15 years ago. Between 
2000 and 2010, these two companies accounted for 
only 32 percent of commuter bus contracts in the 
NTD and APTA datasets (and 27 percent of all bus 
contracts).

Increasing concentration reflects, at least in part, 
New Flyer and its parent group purchasing rival  
bus companies, such as Motor Coach Industries  
International and North American Bus Industries. It  
also involves a legal component: In 2020, Congress 
passed legislation restricting recipients of FTA fund-
ing from contracting with manufacturers with ties to 
China, affecting BYD and other international firms 
that had previously sold to US clients. Finally, con-
centration appears likely to worsen with the exodus 
of major market players. Rivaz bought the ElDorado 
National–California bus company in 2024, the elec-
tric bus startup Proterra exited through Chapter 11  
bankruptcy in 2023, and Nova Bus, which accounted  
for 17 percent of transit buses sold between 2019 
and 2023, has announced plans to exit the US mar-
ket by 2025. Importantly, Nova Bus plans to con-
tinue to operate in the smaller Canadian bus market, 
and it cited consistent financial losses as its reason  
for departure.

Not only do Gillig and New Flyer dominate the  
bus market, but agencies tend to stick with one of  
the two. We find that 77 percent of agencies that 
bought transit buses from New Flyer between 2015  
and 2018 also bought transit buses from New Flyer 
between 2019 and 2022 if they bought at all during 

the later period. Eighty-eight percent of agencies 
that bought from Gillig between 2015 and 2018 also 
bought from Gillig between 2019 and 2022 if they 
bought at all during the later period.

This stickiness may help explain the dominance of 
one or the other company in particular market seg-
ments. Between 2016 and 2023, Gillig had 40 percent 
of the Midwestern bus market but only 14 percent of 
the Northeastern bus market. Over the same period, 
New Flyer sold over 22 percent of the buses bought 
in the West but only 11 percent of the buses bought in  
the Midwest. This regional market dominance appears 
independent of the two companies’ plant locations.

Gillig also dominated smaller agencies, accounting 
alone for 47 percent of the contracts made with agen-
cies that bought fewer than 20 transit buses in this 
period. Contracts with smaller transit agencies are 
particularly appealing for manufacturers to reduce 
the financial risks associated with a big order going 
awry. Individual relationships between the companies 
and procurement officers might also strengthen man-
ufacturers’ advantages in particular markets.

A final notable feature of this market is the enor-
mous amount of customization. For example, 68 per-
cent of the transit buses for which we have detailed 
feature-level data in our APTA dataset differ by at  
least one characteristic from every other contract, 
meaning they may have been uniquely commissioned. 
The ratio of the number of unique specifications to  
total contracts among transit buses has risen from 
around 0.45 in 2005 to over 0.7 in 2024.12 In other  
words, 70 percent of contracts in the BGS data in  
2024 were for unique buses. The median contract 
size for a unique bus type is for only five buses, which 
would seem to limit the ability to benefit from econ-
omies of scale.

There are several reasons that actors in transit 
agencies might desire customization. Agencies may 
value buses that feel consistent with the style of the 
local transit system—requiring equipment to be dif-
ferently colored or sized. Bargaining units such as 
bus driver unions may demand more stringent safety 
requirements that push up vehicle costs. Accessibil-
ity and environmental regulations differ across states,  
as does the weather. Many of these aims are laudable.  
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We think it is likely, however, that this culture of cus-
tomization has gone too far, creating make-work for 
procurement officials that leads to delays and cost 
increases. Customization may also reflect excessively 
close relationships between transit agency decision- 
makers and component vendors that leads procure-
ment officers to micromanage the supply chain.

While the vast majority of transit buses are pro-
duced according to detailed spec sheets, there is 
some evidence that mass-produced buses can cost 
less. Grouping buses by their features, we find that 
distinct buses have cost slightly more than their non-
unique counterparts since 2018. The median price of 
the most sold 40-foot electric bus by New Flyer, the 
most frequent seller of electric buses in our sample, 
was 5 percent cheaper than the median price of its 
other 40-foot electric buses. Bulk procurements are 
also cheaper; controlling for features, we find that 
every additional bus in a contract reduces the price 
per bus by around $140.

Proposal 1: Cost Containment

Basic economics teaches that market ceilings have 
very different effects on a competitive market versus 
a market dominated by a monopoly or duopoly. In a 
competitive market, price caps are generally thought 
to reduce the quantity sold and lead to shortages. In 
a more monopolistic market, price caps can actually 
lead to quantity increases because the monopolistic 
firm no longer has any reason to cut quantity in order 
to raise prices.

The relatively concentrated nature of the bus  
market leads us to believe that price ceilings may 
be able to cut costs without leading to shortages or  
material cuts in quality. Moreover, we see price caps  
as a tool to push transit agencies toward more cost- 
efficient methods of purchasing buses, such as joint 
procurement or standardization, as described in the 
previous section.

There are several models for price ceilings in public 
bus purchases. Section 8 housing vouchers come with 
a location-specific payment standard, which fixes the 
maximum that the government will pay for different 

types of apartments. The US General Services Admin-
istration (GSA) already sets a price ceiling for trans-
portation services used as part of official government 
travel. Even if a public employee drives the world’s 
fanciest sports car, the US government will reimburse 
its workers at a rate of only 70 cents per mile.13 Many 
countries, including Canada, France, Germany, and 
the United Kingdom, impose a ceiling on the prices 
the government will pay for pharmaceuticals. A price 
limit on public spending per item is conceptually 
quite far from a price limit on a private transaction 
because it aims to regulate public officials’ behavior 
rather than distort an equilibrium price.

We begin by describing a mechanism for deter-
mining a target price within a product category and 
then describe the means of encouraging that tar-
get price. We end with possible problems with these 
mechanisms and some tools for limiting those prob-
lems. The changes we suggest can be done within 
the existing Department of Transportation authori-
ties for the two primary competitive grant programs 
that fund bus procurements—the Grants for Bus and 
Bus Facilities Competitive Program and the Low- or 
No-Emission Grant Program. These changes could 
also be embedded into FTA’s Section 5307 Urbanized 
Area Formula Grants, which are available for a variety 
of capital investments, including buses.

Under the Infrastructure Investment and Jobs Act, 
approximately $3 billion is reserved to fund compet-
itive bus grants under these programs through fiscal 
years 2025 and 2026, and $14 billion is reserved for 
Urbanized Area Formula Grants in fiscal years 2025 
and 2026.14 Future funding will require additional 
action from Congress.

This proposal is roughly based on the model em- 
ployed by the US Environmental Protection Admin- 
istration’s Clean School Bus Program, which specified 
a maximum federal funding amount per replace-
ment bus purchased under the program. This amount 
declined over time to reflect anticipated advances in 
vehicle technology and manufacturing and to incentiv-
ize lower prices. Other state-run clean vehicle voucher 
and rebate programs also include a per-vehicle amount, 
such as the California Hybrid and Zero-Emission Truck 
and Bus Voucher Incentive Project.
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FTA devotes substantial funds to transit agencies for 
their bus purchases. The federal share of bus purchases 
can total up to 80 percent or even higher (functionally 
85 percent) for certain projects related to Americans 
with Disabilities Act and Clean Air Act goals.

Under our proposal, FTA would maintain a price 
list for buses according to propulsion type (battery 
electric, hybrid, diesel, etc.) and size (40-foot, 60-foot, 
etc.) based on average prices paid over the past five 
years. The target prices would represent the 25th per-
centile of the price distribution conditional on that 
bus type, adjusted for inflation, as measured by the 
Producer Price Index for Transportation Equipment 
corresponding to costs of motor vehicle manufactur-
ing.15 Prices in this range are in line with those of for-
eign buses.16 The federal grant could be used to pay 
up to 80 percent of the purchase price of buses of 
that type that cost the target price or less. FTA would 
include this target price in the Notice of Funding 
Opportunity published to solicit applications for the 
bus grant programs, along with other requirements 
and policy priorities for the program.

At the time of the grant application, the tran-
sit agency would need to specify bus type (electric, 
hybrid, diesel, etc.), size, and a project budget reflect-
ing the target price for buses matching those charac-
teristics, along with other eligible costs like charging 
infrastructure or workforce development. We expect 
that agencies will be incentivized to switch to manu-
facturers selling similar products at lower costs.

Of course, if the agency got less per bus, the agency 
might decide to purchase more buses to use up the 
entire grant. In that case, the agency would have put 
more of its own resources into the purchase. We sus-
pect that this possibility would be helpful in encour-
aging more frugal behavior.

This program would have risks. A price ceiling 
could certainly lead to quality problems. Some com-
panies may not want to bid for a lower price. Tran-
sit agencies may seek loopholes by compensating the 
bus manufacturer in some other way to keep the price 
below the cap. It is impossible to rule out all potential 
problems, but there are possible safeguards.

First of all, the transit agency itself would have 
strong incentives to keep quality up since it would have 

to deal with future maintenance issues. Moreover, bus 
manufacturers would continue to face stringent per-
formance and safety standards, so we see little risk of 
major issues. Finally, a company that produces vehicles 
with regular problems could be excluded from any fed-
erally funded procurement, which would seem to gen-
erate potent incentives to maintain basic quality levels.

Lower-priced buses would likely have fewer bells 
and whistles, which some may argue would lead to a 
degraded passenger experience. However, passenger- 
facing features are often cheaper than more expen-
sive fundamental engineering choices. We see the 
price ceiling as an opportunity to force trade-offs and  
ultimately purchase more buses, which would yield 
better customer experience through more reliability 
and frequent service.

Companies certainly may not want to bid at lower 
prices, but since they would all face the same cap, 
there would be no competitive disadvantage. We 
expect that these caps would be met with cost-cutting 
efforts rather than wholesale exits, at least as long as 
the price cap were based on a reasonable figure. Since 
prices under our proposal would correspond to actual 
prices of one-fourth of buses in the previous five 
years, they should be feasible to produce for at least 
some manufacturers. Moreover, many of the remain-
ing producers are completely specialized in the public 
bus market, which means the alternative to bidding 
would be going out of business.

We are particularly worried about arrangements in 
which transit agencies compensate the bus company 
in some way, such as a long-term service relationship 
at significantly above market cost. One approach to 
limiting this would be to include language prohibiting 
such an arrangement in the bus grant’s terms and con-
ditions and provide oversight through existing audits, 
such as FTA’s Triennial Review of major transit agen-
cies. FTA could penalize transit agencies that seemed 
to be flouting the spirit of the target price grant.

There are three possible ways to let target prices 
evolve over time. One way is to continue to use the 25th 
percentile price as a target, again correcting for inflation 
indexed by the Producer Price Index for Motor Vehicle 
Manufacturing, but if all prices converged on the price 
cap, this would no longer be a workable solution. An 
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alternative is just to let the target price grow with infla-
tion minus 1 or 2 percent, which would also push down 
prices over time. A third option is to create a global bus 
price index and tie price changes to that index, perhaps 
subtracting 1 percentage point.

Proposal 2: Sharing Bus Purchases and 
Moving to a Bus Formulary

The tendency to favor small orders and customized 
solutions in the transit industry, although it addresses 
specific local needs and preferences, often leads to 
several economic disadvantages that can increase 
unit costs. In contrast, mass production allows for 
economies of scale, where the cost per unit drops as 
production volume rises, since fixed costs are distrib-
uted across a greater number of units.

In recent years, Congress, FTA, and the transit 
industry have all recognized the merits of employing 
procurement approaches that support greater econo-
mies of scale by pooling procurement to increase the 
size of orders or moving toward more standardiza-
tion. To date, however, policy changes have focused 
on nudges and voluntary opportunities that have 
done little to bring down bus prices.

For example, the Fixing America’s Surface Transpor-
tation (FAST) Act, passed in 2015, included provisions 
to give transit agencies new, voluntary mechanisms 
for purchasing buses through cooperative procure-
ments.17 The Conference Report accompanying the 
bill explained that these new authorities would allow 
agencies with similar needs to pool their procurement 
requests, increasing the size of the contract and yield-
ing more competition and lower prices.18

In response to the FAST Act provisions, in 2020  
Washington state developed a suite of statewide  
cooperative procurement contracts for buses of differ- 
ent sizes and propulsion types, which transit agencies 
in any state could use. Multiple states and agencies 
have partnered with Washington to buy buses off these  
contracts, including agencies in California, Colorado, 
and Minnesota. In both Washington and its state part-
ners, the median agency that used the contract paid 
$130,000 less per bus than the median agency that did 

not use the contract.19 In principle, a statewide con-
tract could also negotiate quantity discounts to induce 
larger agencies to use the contract and smaller agencies 
to pool their orders.

The industry has also acknowledged that high 
degrees of customization may drive costs and could be 
remedied with some level of standardization. In January 
2024, the APTA Bus Manufacturing Task Force noted 
that the industry preference for highly bespoke orders 
“requires specialized engineering, procurement of tens 
of thousands of individual parts and components, and a 
unique and highly specialized supply chain. These fac-
tors may increase the price of each bus and lengthen the 
procurement cycle.” The Task Force fell short of rec-
ommending action, but noted that “the industry might 
benefit from the development of a limited set of options 
and floor plans for some major bus systems.”20

Most recently, in February 2024, the federal govern-
ment sought to leverage $1.5 billion in bus grants to 
incentivize transit agencies to employ more efficient 
procurement approaches and drive down costs. The 
Notice of Funding Opportunity soliciting applications 
for fiscal year 2024 competitive bus grants stated, 

In order to support efficient and cost effective vehi-
cle procurements, FTA will provide priority con-
sideration to applicants that identify their intent 
to use a procurement method that reduces vehicle 
customization, by either: identifying an intent for 
a joint procurement with at least three total tran-
sit agencies using a common specification; or com-
mitting to using a standard vehicle model.21

This approach follows different stakeholders’ long- 
standing interest in reducing customization. It follows 
the logic of mass production and attempts to push 
agencies to work together to get to economies of scale.

The process generated plenty of proposals commit-
ting to joint procurement or standardization: “Of the 
117 projects selected, 47 projects totaling $817 million 
are from applicants that committed to procuring stan-
dard model buses or using a joint procurement.”22 For 
example, the Los Angeles County Metropolitan Trans-
portation Authority is collaborating with communities 
across Los Angeles County to purchase buses through 
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a consolidated regional procurement.23 We do not yet 
know what will happen to costs because of these joint 
purchases. Our first proposal, then, is to continue mak-
ing shared purchases a priority and continue to study 
their effects.

But we see joint purchases as a starting point to 
an even more standardized system, which produces 
a list of bus models that are approved for purchase 
at a given price. We term this list, by analogy with the 
lists of drugs that are approved by different insurance 
plans, the “bus formulary.” The bus formulary starts 
with buses that have been part of a successful joint 
procurement, like the Los Angeles Metro regional 
procurement or the Washington state contract. If the  
bus manufacturer agrees to supply the bus in a timely 
fashion at a price equal to or below the price in the 
joint procurement, then this bus is added to the formu-
lary list. A placement on the formulary list also limits 
the extent of customization that the manufacturer is  
willing to deliver at the listed price and a small allow-
ance for above base options.

This formulary could be either housed at the 
Department of Transportation or part of the GSA 
Multiple Award Schedule, which includes millions 
of products with transparent prices that have been 
vetted for compliance with federal regulations. Even 
if the bus formulary were part of the schedule, the 
Department of Transportation would still need some 
involvement related to safety and inspections. 

We argue that the Department of Transportation 
should not try to design a “model” bus, as doing so 
risks over-specifying. Instead, private companies 
should be invited to offer models for the formulary. 
We understand that some ex post customization may 
occur, as is often the case with cluster purchases, but 
hope this is limited to small and cosmetic changes.

Future grants could be proposed directly for par-
ticular buses on the formulary list. Thus, FTA could 
directly assess the cost and quality of the buses that a 
particular grant would produce. This would gradually 
shift the process of buying buses from the complexity 
of a procurement auction to the simplicity of ordering 
from a catalog. It would also provide more certainty to 
the vehicle manufacturers and their component sup-
pliers. In the beginning, the formulary prices would be 

capped in real value since prices cannot rise by more 
than inflation.

Once the formulary list had a credible number of 
vehicles, more draconian price rules could be imposed, 
such as requiring that the prices decline in real terms 
by 1 percent per year. Such standards are similar to 
embedding yearly battery range improvements in pro-
curement targets, which already exists. Ideally, com-
petition would also engender price cuts, especially if 
we allowed entry from elsewhere in the world, as we 
discuss in the next section. Firms afraid of locking in 
lower prices permanently could be allowed to offer a 
temporary discount that reverts to the old price at the 
end of the year.

While the idea is to begin the formulary with buses 
produced for shared or large purchases, there is no rea-
son to limit the buses on the formulary to that set. Any 
bus manufacturer that could offer a bus with compa-
rable or better performance to a bus on the formulary 
and a lower price could add its bus to the formulary list. 
The bus would need to be tested, but this should make 
it easier for companies unused to handling transit pro-
curement auctions to enter this market. 

Additionally, a coalition of transit agencies, a non-
profit facilitator, or the federal government itself could 
develop national, performance-based specifications 
for common bus designs, similar to those developed 
for passenger rail rolling stock following the Passen-
ger Rail Investment and Improvement Act of 2008. 
The goal is not to specify the bus design but rather a  
minimum set of bus features, such as safety. A man-
ufacturer that agreed to produce a bus built to an 
FTA-approved national specification could be placed 
on the formulary along with previously sold models.

Perhaps the biggest gains could come from global 
bus companies submitting their products to the for-
mulary list. We turn to that process next.

Proposal 3: Easing Entry into 
Manufacturing in America

Our last proposal concerns engendering more global 
competition in the short run and eventually more 
production in America. Buy America requirements 
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for transit vehicles create a high bar for entry into the 
United States market, even for well-established global 
companies that have other vehicle manufacturing facil-
ities in the US. To be eligible for federal grant funding, 
a vehicle must be assembled in the United States, and 
at least 70 percent of its components and subcompo-
nents must be produced in the United States.

The law does allow FTA to issue waivers under lim-
ited circumstances: if the application of Buy America 
is inconsistent with the public interest, if the product 
in question is not produced in the United States, or if 
including domestic material would increase the cost by 
more than 25 percent. The Biden administration issued 
time-limited, phased Buy America waivers across mul-
tiple sectors, including transportation, arguing that 
waiving certain Buy America requirements in the short 
term would support domestic manufacturing in the 
long term. We propose following the same logic to 
invite global bus manufacturers to establish operations 
in the US. Other legal restrictions on transit agencies, 
such as the prohibition on doing business with certain 
state-owned enterprises, would remain.

The vehicle manufacturers and component suppli-
ers on which they rely have built an ecosystem over 
decades to cater to US transit agencies’ demands. Nor-
mal market competition is unlikely to significantly 
increase competition and innovation, partly because 
customization has become the norm and partly 
because the Buy America rules block foreign competi-
tion. But reforming the system presents a difficult set 
of trade-offs for policymakers. Abandoning Buy Amer-
ica altogether might do the most to improve efficiency 
but also seems likely to immediately harm the firms 
and workers that have built a manufacturing presence 
in nearly every US state. That course of action seems 
wildly implausible and probably unwise.24

Therefore, we propose modifying or waiving Buy 
America requirements to provide a glide path for new 
entrants to sell a limited number of buses in the United 
States under certain conditions, leading to full dom- 
estic manufacturing. Initially, this would allow a foreign 
producer to sell up to 100 buses manufactured abroad 
if the cost per bus is at or below the target price set 
by FTA for its grant programs under our first proposal. 
The company would have to commit to a reasonable 

maintenance plan to assure the transit agencies about 
quality and to avoid leaving orphaned buses if that for-
eign producer did not remain in the US market. After 
100 buses, final assembly must occur in the United 
States, with full Buy America compliance of 70 percent 
domestic content effective two years after that date.

If the bus formulary is adopted, then it should be 
possible to be listed on the formulary as a purely for-
eign producer and switch to domestic production only 
when a market has already emerged. We anticipate 
that vehicle companies that already have US facilities, 
such as Hyundai and Volvo, would be most likely to 
take advantage of the opportunity to be listed, but the 
rules should be the same for all potential providers. 
Any bus bought with federal grant funding would still 
be subject to the FTA Bus Testing Program in Altoona, 
Pennsylvania, to ensure that the vehicle complies with 
US safety and performance regulations.

We think this policy has the best chance of work-
ing if America has also reduced the need to customize 
buses for every agency. There are good reasons why 
General Motors and Ford stopped producing buses 
that needed to be customized for each transit agency, 
and those same reasons would prevent large and effi-
cient foreign producers from wanting to compete in 
this market. However, if capturing a significant chunk 
of a large, national market with one or two core mod-
els becomes a possibility, then entry into the Ameri-
can market will become more attractive.

This glide path to domestic production could be 
implemented by changing the underlying Buy Amer-
ica statute or through a general waiver under the 
public interest justification. A general Buy America 
waiver for up to 100 buses would make it easier for a 
non-American producer to enter the US market and 
compete for a larger contract without needing to start 
a facility in the US or participate in smaller pilot or 
demonstration projects to show US agencies that its 
product would work for them. To further reduce bar-
riers to entry, Congress or FTA could also consider 
modifications to Altoona testing requirements for the 
first 100 buses if the imported bus has been regularly 
used outside the US and has equivalent safety and 
performance records. If the bus is new, it is harder to 
see the case for waiving safety testing.
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We see this not as a means of permanently replacing 
US production with production elsewhere. We cannot 
imagine that occurring given the current political situ-
ation. Instead, we see this as a means of attracting glob-
ally competitive bus companies to get started in the US 
market with the hope that they will do so well that they 
eventually open production facilities in America. This 
could also encourage established vehicle manufactur-
ers with US plants but global supply chains to consider 
adding a production line for transit buses. The exist-
ing US firms and their congressional allies may protest 
such a waiver, but we do not see this initial allowance 
as a major encroachment on market share and believe 
this would lead to a healthier overall industry.

If we adopted a formulary system, then the approach 
could be somewhat modified. Following the same rules 
as US producers, a non-US producer could apply to 
get a model on the formulary. At that point, Altoona 
testing would be required because all formulary buses 
should be subject to the same degree of testing. How-
ever, the cap on the number of sales could be modified 
to adjust to the formulary system.

Instead of a 100-bus cap, the cap would be tied to 
the fiscal year. A foreign-produced bus could remain 
on the formulary list for an entire fiscal year, no matter 
how many buses sold. The Buy America requirement 
would set in at the end of the year in which the 100-bus 
limit had been breached. The advantage of a year-based 
cap is certainty. Bus companies could order a non-US 
bus and expect it to arrive at the quoted price.

Conclusion

The recommendations above would not solve all 
the challenges confronting the transit bus industry, 
but we hope the combination of global competition, 
greater economies of scale, and fixed prices could 
enable a far higher level of efficiency in the produc-
tion of US public buses. If federal funding remained 
at or near existing levels, transit agencies could pur-
chase more buses at a lower price point, potentially 
allowing for an increase in the quality, frequency, and 
reliability of transit service nationwide.
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