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UNITED STATES INTERNATIONAL TRADE COMMISSION
Washington, D.C.

Investigations No. 701-TA-191-194 (Preliminary) and
731-TA-104-106 (Preliminary)

STEEL RAILS FROM THE FEDERAL REPUBLIC OF GERMANY, FRANCE,
THE UNITED KINGDOM, AND LUXEMBOURG

Determinations

On the basis of the record 1/ developed in its investigations Nos.
701-TA-191-194 (Preliminary), the Commission determines, pursuant to section
703(a) of the Tariff Act of 1930 (19 U.S.C. 1671b(a)), that there is a
reasonable indication that an industry in the United States is materially
injured or threatened with material injury, g/ by reason of imports of steel
rails, provided for in items 610.2010, 610.2020, and 610.2100 of the Tariff
Schedules of the United States Annotated (TSUSA), from the Federal Republic of
Germany, France, the United Kingdom, and Luxembourg, upon which bounties or
grants are alleged to be paid.

On the basis of the record developed in investigations Nos.
731-TA-104-106 (Preliminary) the Commission determines, pursuant to section
733(a) of the Tariff Act of 1930 (19 U.S.C. 1671b(a)), that there is a
reasonable indication that an industry in the United States is materially
injured or threatened with material injury by reason ofhimports of steel
rails, provided for in items 610.2010, 610.2020, and 610.2100 of the TSUSA,
from the Federal Republic of Germany, France, and the United Kingdom, which

are alleged to be sold in the United States at less than fair value (LTFV).

Background
On September 3, 1982, a petition was filed by counsel on behalf of CF&I

Steel Corporation with the U.S. International Trade Commissipn and with the

1/ The “"record” is defined in sec. 207.2(i) of the Commission s Rules of
Practice and Procedure (47 F.R. 6190, Feb. 10, 1982).

2/ Chairman Eckes and Commissioner Haggart determine that there is a
reasonable indication of material injury and therefore do not reach the issue
of threat of material injury.



Department of Commerce alleging that an industry in the United States is
materially injured or is threatened with material injury, by reason of imports
of steel rails from the European Community upon which bounties or grants are
alleged to be paid and by reason of imports of steel rails from the Federal
Republic of Germany, France, and the United Kingdom which are allegedly being
sold at less than fair value. Accordingly, the Commission instituted
preliminary investigations under sections 701(a) and 733(a), reépeétively, of
the Tariff Act of 1930 to determiﬁe whether there is a reasonable indication
that an industry in the United States is materially injured, or is threatened
with material injury, or that the establishment of an industry in the United
States is materially retarded, by reason of the importation of such
merchandise into the United States.

On September 28, 1982, the Commiésion terminated its in&estigation
No. 701-TA-189 (Preliminary), steel rails from the European Community and
instituted investigations Nos. 701-TA-191-194 (Preliminary), steel rails from
the Federal Republic of Germany, France, the United Kingdom, and Luxembourg.
This action was requiréd in order to conform the scope of the Commission's -
preliminary countervailing duty investigations with those initiated by
Commerce on September 29, 1982.

Notices of the institution of the Commiséion's invest;gations and of a
conference to be held in connection therewith was given by.posting copies of
the notices in the Office of the Secfetary, U.S. International Trade
Commission, Washingfon, D.C., and by publishing notices in the Federal
Register on September 15, 1982 (47 F.R. 40724) and on October 4, 1982 (47 F.R.
43812). The conference was held in Washington, D.C. on September 29, 1982,
and all persons who requested the opportunity were permittea to appear in

person or by counsel.



Views of the Commission

On the basis of the record developed in these investigations, we
determine, pursuant to section 703(a) of the Tariff Act of 1930, that there is
a reasonable indication that an industry in the United States is materially
injured or threatened with material injury by reason of imports of steel rails
from the Federal Republic of Germany, France, the United Kingdoﬁ and
Luxembourg which are alleged to be subsidized by their respective
Governments. 1/ Further, we determine, pursuant to sectibn 733(a) of the Act,
that there is a reasonable indication that an industry in the United States is
materially injured or threatened with material injury by reason of imports of
steel rails from the Federal Republic of Germany, France and the United

Kingdom which are alleged to be sold at less than fair value. 2/ 3/ 4/

1/ Chairman Eckes and Commissioner Haggart determined that there is a
reasonable indication of material injury, and therefore do not reach the issue
of reasonable indication of threat of material injury.

2/ Chairman Eckes and Commissioners Stern and Haggart have made their
determination on a case-by-case basis.

3/ Commissioner Stern notes that, should these affirmative preliminary cases
return for final determinations, she does not preclude cumulation if the
record developed shows it to be appropriate. See, Certain Carbon Steel
Products from Belgium, the Federal Republic of Germany, France, Italy,
Luxembourg, the Netherlands and the United Kingdom, Inv. Nos. 731-TA-18
through 24 (Preliminary), USITC Pub. 1064 (1980), at 64-67; Carbon Steel Wire
Rod from Brazil, Belgium, France and Venezuela, Inv. Nos. 701-TA-148 through
150 (Preliminary), and Inv. No. 731-TA-88 (Preliminary), USITC Pub. 1230
(1982).

4/ Commissioner Frank notes that the principal bases for his affirmative
determinations are the significant cumulative impact that these alleged unfair
imports have had on the operation and financial condition of the domestic
producers, including: adverse employment trends, depressed levels of
utitization of capacity, and their possible considerable influence on price.
For an extensive discussion on how Commissioner Frank believes the legislative
intent on the "low threshold” test in these preliminary investigations should
be applied, see Certain Steel Products from Belgium . . . Inv. Nos.
701-TA-86-144, 146, 147 and 731-TA-53-86 (Preliminary), USITC Pub. 1221,
February 1982, Views of Commissioner Eugene J. Frank at p. 121-124.
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In a preliminary investigation, the Commission is directed by Title VII
of the Tariff Act of 1930 to determine, based upon the best available

information at that time, whether there is a reasonable indication that an
industry in the United States is materially injured or is threatened with
material injury, or the establishment of an industry in the United States is
materially retarded, by reason of imports of the merchandise thaf is the
;ubject of the investigation. 5/

Section 771(7) of the Act directs the Commission to consider, in making
its determination, among other factors, (1) the volume of imports of the
merchandise under investigation, (2) their impact on domestic prices and (3)

the consequent impact on the domestic industry. 6/

Domestic Industry

Section 771(4)(A) of the Act defines the term "industry" as the "domestic
producers as a whole of a like product or those producers whose collective
output of the like product consti;utes a major portion of the total domeétic
production of that product.” 7/ Section 771(10) defines "like product” as a
"product which is like, or in the absence of like, most similar in
characteristics and uses with the article subject to an investigation.” &/

The imported articles which are the subject of these investigations are
steel rails. Both imported and domestic steel rails are finished steel
products used to form a continuous runway or track for carrying moving wheel

loads. 9/ Rails are designed with a head for wheel treads and for guiding

5/ 19 U.S.C. §§ 1671b, 1673b. Material retardation is not an issue in this
case.

ﬁ/ 19 U.S.C. § 1677(7)(B).

7/ 19 U.S.C. § 1677(4)(A).

E] Section 771(10) of the Tariff Act of 1950, 19 U.S.C. § 1677(10).

9/ Report, at p. A-3.
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wheel flanges, a web for girder strength, and a base for fastening the rail to
its support. 19/

Certain types of steel rails are distinguishable based on differences
according to shape, weight and composition (e.g. carbon, heat-treated carbon
or alloy steel), and with regard to uses. Standard tee rails are by far the
most common and are used in open track construction. Their shape resembles
fhe letter T and they have a nominal weight of more than 60 pounds per
yard. ll/ Crane rails are very similar in shape to standard tee rails, though
the web and base are thicker. 12/ Such rails are designed to carry heavy
concentrated loads. 13/ Girder rails are not symmetrical in section and are
used in track embedded in pavement. 14/

In this preliﬁinary investigation, the variations in the physical
characteristics and uses of the various rails do not warrant designation of
different like.products. Therefore, we determine fhat the like product in

this investigation consists of all steel rails. 15/ Thus, the domestic

10/ 1d., at p. A-3.

11/ Id., at p. A-3. Within the broad category of standard tee rails there
are variations based on hardness and weight. Carbon tee rails are generally
considered to be the basic rails of the railroad industry and are commonly
used on main and secondary rail lines. Alloy or heat-treated carbon tee rails
are considered to be a premium rail and are used in applications requiring
additional strength and wear resistance, such as curves. Heat-treated carbon
tee rails and alloy tee rails can be used in similar applications and are
regarded as comparable in strength, wear resistance, and production costs.
Moreover, standard tee rails having a nominal weight of 60 pounds per yard or
less are known as light, or lightweight rails. Id. at p. A-3. Light rails
are principally used for mining purposes, and for other types of industrial
uses. Transcript, at p. 66.

12/ Report, at p. A-3.

13/ Id., at p. A-4.

14/ Id., at p. A-4.

lS/ According to information provided to the Commission staff by the U.S.
Customs Service, "contact rails are not included in the rails provision of the
TSUSA, but rather are classified in TSUSA item 685.90 which includes various

electrical apparatus.” Report, at p. A-3. Therefore, they are not subject of
this investigation.
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industry consists of all domestic producers of standard tee, light or

lightweight, crane and girder rails. 16/

Condition of the Domestic Industry

During the period covered by this investigation, the steelirail iﬁdustry
has experienced declines in several key economic indicators, particularly
during the most recent period, January~-June 1982. Between 1979 and 1981,
domestic production declined 21 percent from 1,160,000 short toﬁs in 1979 to
923,000 ghort tons in 1981 and deciined another 48 percent'in January-June
1982 compared with January-June 1981. 17/ Capacity utilization dropped from
85 percent in 1979 to 55 percent in 1981, and to 30 percent in January-June

1982 from 72 percent in January-June 1981. 18/

Total shipments and employme;t,followed similar tren&s. Shipments
declined 16 percent from 1979 to 1981, and declined by 47 percent in
January-June of 1982 for corresponding 1981 levels. 19/ Employment of workers
engaged in the production of steel rails declined 27 percent from 1979 to 1981
and 42 peréent in January-June 1982 compared with the same period in 1981.v22/

Profit-and-loss data covered substantially 'all of U.S. production of

steel rails in 1981. 21/ The responding firms operated profitably on their

16/ Commissioners Stern and Haggart note that should these cases return for
a final determination, the "like product” and "industry” questions may merit
further examination. At that time, we would hope to have more information on
characteristics and uses of the various types of steel rails and, in additiom,
separate trade data and price information for each type of rail.

17/ 1d., at p. A-19.

1_8_/ __Iio, at Pe A-19.

}2/ Eo, at po A-ZO.

39-/ E., at p. AéZZ.

21/ Id., at p. A-23.
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steel rail operations during 1979-1981, but during January-June 1982 these
profits declined significantly and most firms experienced losses. 22/ A
priméry factor for declining profitability during January-June 1982 was a

significant drop in sales volume which resulted in rising average unit costs.

23/

Reasonable Indication of Material Injury or Threat of Material InJury by Reason
of Imports 24/

Demand for steel rails and price trends for this produét depend largely
on the level of activity in the railroad industry. 22/ Apparent U.S.
consumption of steel rails declined 15 percent from 1979 to 1981, and then
declined another 28 percent in January-June 1982 relative to the comparable
period in 1981. 26/ During the period covered by this investigation, while
consumption has declined, the import penetration for eéch of the countries
subject to this investigation has increased.

Information regarding the relationship between prices of the domestic
products and prices of the imported products from each country has not been
completely developed during the course of these preliminary
investigation. 27/ Available information indicates that most purchases of

steel rails are made on a competitive bid basis. During the course of a year,

22/ 1d., at p. A-26.

23/ Id., at p. A-26.

?4/ See, footnote 1 at p. 3.

75/ Also, recently as a result of lack of capital and high interest rates,
the demand for rails has fallen leading to increased competition, discounting
and softening of prices for steel rails. 1Id., at p. A-37.

26/ 1d., at p. A-21. - ‘

27/ Data developed during the preliminary investigation suggests that there
may possibly be various markets for steel rails including the railroad
industry, the metropolitan transit authorities, and industrial users. The
purchasing decision process followed by these consumers remains unclear.
There may be differences with regard to the bidding process, terms of
purchase, quality concerns, and the types of rails purchased.
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there are relatively few purchases made, necessarily resulting in sizable

tonnages for each purchase and adding to the significance of sales lost due to
price. Information which was developed during this investigation regarding
sales made on a bid basis indicates that domestic producers have lost sales to
imports on the basis of price. Given the price sensitivity which
characterizes the market for a fungible commodity such as these steel
éroducts, the increasing market share heldbby thé imports from each country
provides a further indication of their competitive pressure on the pricing
policies of the domestic industry. Further examination of bid prices
submitted by domestic and foreign producers for comparable products would he
required for a more complete assessment of the impact of imports on domestic

pricing policies in any final investigation.

Imports from Federal Republic of Germany

Imports of steel rails from the Federal Republic of Germany increased
approximately 40 percent from 47,000 tons in 1979 to 66,600 tons in 1981. As
domestic industry conditions worsened in January-June 1982, these imports
increased 26 percent to 54,000 tons form 43,000 tons in the corresponding
periodlin 1981. In addition, the percentage of domestic. consumption
repreéented by imports from the Federal Republic of Germany rose steadily from
3.7 percént in 1979 to 6.0 percent in 1981. From January-June 1981 to
January-June 1982 that percentage rose substantially from 6.5 percent to 11.3
percent. 3§/. Informétion provided by a purchaser of rails from the Federal
Republic of Germany suggests that the imported product was priced below the

domestic product. 29/

181/ ld_.." at P A-35.
29/ 1d., at pp. A-44-45.



9
With regard to threat, Commissioners Stern and Frank hase their

determination on the above factors as well as the following information.
Imports from the Federal Republic of Germany have increased since 1979, and
the rate of increase is significant. There are three firms known to produce
steel rails in the Federal Republic of Germany. All are fully integrated
steel facilities that produce a wide range of steel mill products. Data are
;vailable for Krupp Stahl AG which shows that capacity is not being fully
utilized. Data on production, capacity, capacity utilization and exports of
steel rails are not available now for the other two producers. 32/ Such

information should be available in the event of a final determination.

Imports from France

Imports from France increased 61 percent from 18,000 tons in 1979 to
29,000 tons in. 1981, and then increased to 42,000 tons in Januvary-June 1982
compared to 14,000 tons in the corresponding period of 10981. }l/ As a
percentage of apparent U.S. consumption, imports from France increased from
1.4 percent in 1979 to 2.6 percent in 1981. Comparing the periods January-June
1981 to January-June 1982, imports from France as a percentage of apparent
U.S. cgnsumption increased from 2.1 to 8.8 percent. 32/

Imports of steel rails from France accounted for ten lost sales bhased on
price, all of which were confirmed. 33/ These lost sales totaled 44,963

tons. gi/

30/ Id., at p. A-11.
31/ Id., at p. A-33.
32/ 1d., at p. A-35.
33/ Id., at p. A-45.
34/ 1d., at p. A-44.
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With regard to fhreat, Commissioners Stern and Frank base.their
determination on the above féctors as well as the following information.
Imports from France have increased since 1979, and the rate of this increase
in imports is high. The French produéér Sacilor (Acieries et Laminoirs De

Lorraine) is presently operating below capacity.

Imports from the United Kingdom

Imports from,thé United Kingdom declined from 11,000 tomns in 1979 to
5,000 tons in 1981. 1In January—Juﬁe 1982, when the strongést showing of -
injury in the U.S. industry occurred, imports increased to 7,000 tons compared
to 3,000 tons in the same period in 1981. In addition, comparing the periods
January-June 1981 to January—ﬁune }982, the percentage of domestic consumption
represented by imports from United Kingdom increased from ;5 percent to 1.5
percent. 35/ There were 6 confirmed lost sales on the basis of price totéling
21,598 tons. 36/

With regard to threat, ‘Commissioners Stern and Frank based their
determination on the above factors and the fact that the industry in the

‘United Kingdom is operating well below capacity.

Imports from Luxembourg

Imports from Luxembourg increased by 50 percent from 8,000 tons in 1979

to 12,000 tons in 1981, and then to 8,000 tons in Jaﬁuary-Jﬁne 1982 as

compared to 7,000 tons in the same period in 1981. 21/ The percentage of

_3_.'_5_/ _I_d_o , at pe A-35.
;3,2/ _]_:_(io > at Pe A-44,
2_7—/ _I_g_o > at Pe A-33c

10
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domestic consumption represented by imports from Luxembourg increased from .6
percent in 1979 to 1.1 percent in 1981, and to 1.7 percent in January-June’
1982 as compared with 1.1 percent in January-June 1981. 38/
With regard to threat, Commissioners Stern and Frgnk based their
determination on the above factors as well as the followiﬁg information. gg/
The rate of increase in market penetation is significaﬁt and there is

substantial excess capacity.

Conclusion

Based on the information collected during the course of these
investigations, we conclude that there is a reasonable indication that the
domestic steel rails indﬁstry'is mgterially injured or tbrea;ened with
material injury ﬁg/ by reason of the allegedly subsidized imports of steel
rails from the Federal Republic of Germany, France, the United Kingdom and

Luxembourg; and by reason of imports of steel rails from the Federal Republic

of Germany, France and the United Kingdom which are allegedly sold at less

than fair market value.

38/ Id., at p. A-35.

22/ Commissioners Stern and Haggart note that imports from Luxembourg
consist primarily of light, girder and crane steel rails. Should this case
return for a fipnal investigation, we would hope to have import, production,
and price data for these categories of steel rails. Such data would allow for

a more precise analysis of allegations of injury due to imports from
Luxembourg.

40/ See, footmote 1 at p. 3.

11
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INFORMATION OBTAINED IN THE INVESTIGATION
Introduction

On September 3, 1982, counsel on behalf of CF&I Steel Corp. filed a

Eetition with the U.S. International Trade Commission (Commission) and the
+S. Department of Commerce (Commerce) alleging that an industry in the United

States is materially injured and is threatened with material injury by reason
of imports from the European Community, the Federal Republic of Germany (West
Germany), France, and the United Kingdom of steel rails, provided for in items
610.2010, 610.2020, and 610.2100 of the Tariff Schedules of the United States
Annotated (TSUSA).

Steel rails exported to the United States from the European Community are
allegedly being sold with the benefit of unfair subsidies, and rails from the
Federal Republic of Germany, France, and the United Kingdom are allegedly
being sold in the United States at less than fair value (LTFV). Accordingly,
effective September 3, 1982, the Commission instituted preliminary
investigations No. 701-TA-189 and No. 731-TA-104-106, respectively, under
sections 703 and 733, respectively, of the Tariff Act of 1930 to determine
whether there is a reasonable indication that an industry in the United States
is materially injured, or is threatened with material injury, or the
establishment of an industry in the United States is materially retarded, by
reason of the importation of such merchandise into the United States. The
statute directs that the Commission make its determination within 45 days
after its recéipt of a petition, or in these cases, by October 18, 1982.

Notice of the institution of the Commission's investigations and of a
conference to be held in connection therewith was given by posting copies of
the notice in the Office of the Secretary, U.S. International Trade
Commission, Washington, D.C., and by publishing the notice in the Federal
Register on September 15, 1982 (47 F.R. 40724). 1/

On September 28, 1982, the Commission terminated its investigation No.
701-TA-189 (Preliminary), steel rails from the European Community and
instituted investigations Nos. 701-TA-191 through 701-TA-194 (Preliminary),
steel rails from the Federal Republic of Germany, France, the United Kingdom,
and Luxembourg. This action was required in order to conform to the scope of
the Commission's preliminary countervailing duty investigations with those
initiated by Commerce on September 29, 1982.

A conference was held in connection with the investigations in
Washington, D.C., on September 29, 1982. 2/ The Commission is scheduled to
vote on the investigations on October 13, 1982.

l/ A copy of the Commission's notice is presented in app. A.
2/ A list of witnesses appearing at the Conference is presented in app. B.

A-1
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Other Investigations Concerning Steel Rails

On July 22, 1982, following receipt of a petition filed on behalf of CF&I
Steel Corporation, the Commission instituted antidumping investigations Nos.
731-TA-97 through 731-TA~99 (Preliminary) and countervailing duty
investigation No. 701-TA-186 (Preliminary), steel rails from the Federal
Republic of Germany, France, and the United Kingdom, and steel rails from the
European Community, respectively. On August 6, 1982, the Commission received
a copy of a letter from the petitioner to the Department of Commerce
withdrawing the petitions for these investigations. On August 9, 1982,
Commerce advised the Commission that it considered the petitions withdrawn and
that it did not intend to take further action in these cases. Therefore, the
Commission terminated the investigations on steel rails that it had instituted
on July 22, 1982.

Description and Uses

Steel rails are hot-rolled steel mill products that are produced by
passing ingots or blooms through a series of grooved rolls. They are
generally considered to be finished steel products and are used to form a
continuous runway or track for carrying moving wheel loads. The TSUS defines
rails as "hot-rolled steel products, weighing not less than 8 pounds per yard,
with cross-sectional shapes intended for carrying wheel loads in railroad,
railway, and crane runway applications. Rails may be punched or not
punched.” 1/

Rails are produced in various sizes and shapes, of either carbon or alloy
steel, and can be distinguished from other steel products by their irregular
shapes. They are designed with a head for wheel treads and for guiding wheel
flanges, a web for girder strength, and a base for fastening the rail to its
support. '

There are three main types of rails: standard tee, crane, and girder
rails., Standard tee rails are by far the most common and are used in open
track construction. Their shape resembles the letter T and they have a
nominal weight of more than 60 pounds per yard. They are customarily produced
to American Railroad Engineering Association (AREA) and American Society for
Testing Materials (AS™M) specifications and are generally produced in standard
lengths of 39 feet, though some are produced in lengths up to 82 feet. Most
mainline rails are made in 115 to 140 pounds per yard, with the increase

1/ According to information submitted at the public conference, counsel
representing rail producers in the United Kingdom and Luxembourg state that
contact rails are classified in TSUSA numbers subject to this investigation
and should be excluded from this investigation. However, according to the
U.S. Customs Service, contact rails are not included in the rails provision of
the TSUSA, but rather are classified in TSUSA item 685.90, which includes
various electrical apparatus.

A-2
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in section weight providing improved section properties such as greater
strength and additional headwear. Standard tee rails having a nominal weight
of 60 pounds per yard or less are known as light rails.

Crane rails are similar in shape to standard tee rails. However, their
head is much deeper and sometimes wider, and the web and base are much thicker
than the standard tee rail. Crane rails are designed to carry heavy
concentrated loads and are produced to the specifications of individual rail
customers. Their principal use is on crane runways.

Girder rails differ from standard and crane rails in that they are not
symmetrical in section, having a beam-type base and a grooved head. They are
generally used in tracks embedded in pavement, and made to ASTM
specifications. Their standard length is 60 to 62 feet.

Rails can be produced in numerous ways. They can be made directly from
ingots or can be made from continuous cast or ingot-rolled blooms. In each
case, the rail section is formed hot by passing the product through a series
of grooved roll passes that progressively and gradually develop the rail into
its desired contour and shape. 1In a typical mill, the rolling of the rail
from a bloom will require approximately 10 roll passes through an assortment
of roughing, intermediate, and fimishing stands. After the rail exits the
final pass, it is hot sawed to desired length, cambered, and allowed to cool
to 10000 to 750°F. The rail is then charged into an insulated cooling box

and control cooled to 300°F. This process takes approximately 10 hours and
~ prevents internal ruptures or cracks in the rail. After unloading from the
cooling box, the rail is inspected for surface defects and is subsequently
straightened by either a roller straightener or a gag press. The rail is then
drilled if designed for bolted track, the ends are milled, and the rail
receives a final inspection. During the entire railmaking process, various
chemical, mechanical, and internal tests are performed to insure the quality
of the product.

Carbon tee rails are generally considered to be the basic rail of the
railroad industry and are commonly used on main and secondary rail lines.
Alloy or heat-treated carbon tee rail is considered a premium rail and is used
in applications requiring additional strength and wear resistance, such as
curves. Heat treating of carbon tee rails can be done by either heating just
the head of the rail or by heating the entire rail. Heat-treated carbon tee
rails and alloy tee rails can be used in similar applications, and are
regarded as comparable in strength, wear resistance, and production costs.

U.S. Market

In the U.S. market, sales of steel rails by domestic producers and
importers are primarily made to end users. During 1979-81, over 95 percent of
all domestically produced steel rails went to end users with the remainder
going to service centers and distributors. The largest end-user market was
the rail transportation industry, accounting for 75 to 90 percent of domestic
shipments during this period (table 1). Most steel rails consumed

domestically are for the replacement of old and worn tracks.
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