
FEDERAL RESERVE BOARD 
WASHINGTON 

X-370S 
May 2 , 1923-

SUBJECT: Dupl ica t ion of Contracts fo r Bui lding 
M a t e r i a l s . 

Dear S i r ; 

Honorable Herbert Hoover, Sec re ta ry of Commerce, 

has t r ansmi t t ed to the Federal Reserve Board a l e t t e r ad-

dressed to him under da te of Apr i l 9th by c e r t a i n cement 

manufac ture rs . A copy of the l e t t e r r e f e r r e d to i s a t t ached 

and i s t r ansmi t t ed to you with the thought t h a t the contents 

thereof should be communicated to your member banks as i n -

d i c a t i n g S point a t which the banks can be of d i s t i n c t 

s e r v i c e . 

By order of the Federal Reserve Board: 

\ • 

Win. W. Hoxton, 
Sec re t a ry . 

(Enclosure) 

To Governors of Federal Reserve Banks 
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( C O P Y ) X-3?Oga 

New York, Apr i l 9> 19^3 

Hon. Herber t Hoover, 
Sec re t a ry of Comma r c e , 
Washington, D. C. 

Dear S i r : 

In the d e s i r e t o p rovide the cement necessary to meet the r e q u i r e -
ments of t h i s y e a r ' s unprecedented demand, we c a l l to your a t t e n t i o n 
a cond i t i on of u n c e r t a i n t y in t h e i n d u s t r y due to h e a v i l y o v e r - e s t i -
mate d or d u p l i c a t e d c o n t r a c t s fo r f u t u r e d e l i v e r y . I f some means of 
r e l i e f can be made e f f e c t i v e , the amount of cement a v a i l a b l e f o r con-
s t r u c t i o n purposes w i l l be m a t e r i a l l y i nc reased . 

In order t h a t an a r c h i t e c t , a c o n t r a c t o r or an eng inee r , may be 
ab le t o know the exact cos t of the cement r equ i red f o r a p a r t i c u l a r 
e n t e r p r i s e , - i t i s a t r a d e p r a c t i c e to en te r i n t o a c o n t r a c t t e c h n i c a l l y 
known as a " s p e c i f i c job contract 1 1 , under the terms of which, the manu-
f a c t u r e r agrees to d e l i v e r the cement r e q u i r e d dur ing t h e e n t i r e con-
s t r u c t i o n pe r iod of the p r o j e c t a t an agreed p r i c e . This p r a c t i c e i n -
volves the manufacturer i n a hazard as to manufactur ing c o s t , because 
dur ing the l i f e of the c o n t r a c t , the f a c t o r s e n t e r i n g i n t o c o s t , may 
m a t e r i a l l y advance» The terms of t hese c o n t r a c t s con f ine d e l i v e r i e s 
to the requi rements of the job and a re so made in order to minimize 
s p e c u l a t i o n i n cement to the de t r iment of the pub l ic* 

I t i s a common p r a c t i c e f o r pu rchase r s - e i t h e r through excess ive 
cau t ion or d e s i r e to s p e c u l a t e a t t h e manufac tu re r 1 s expense - to make 
padded c o n t r a c t s naming amounts much i n excess of the requ i rements of 
the job and even t o p l ace dup l i ca t e c o n t r a c t s f o r the requi rements of 
the same job with seve ra l d i f f e r e n t manufac tu re r s . This i s the s e r i o u s 
problem* I t in t roduces an element of u n c e r t a i n t y i n t o t h e m a n u f a c t u r e r ' s 
knowledge of h i s exac t p o s i t i o n . Basing h i s judgment on s p e c i f i c job 
con t r ac t s booked, he f i g u r e s the amount of h i s p roduc t ion which i s 
s t i l l a v a i l a b l e f o r s a l e . But i f the c o n t r a c t f o r cement has been 
p laced wi th s eve ra l companies, only one may be c a l l e d upon f o r d e l i v e r y 
which means t h a t t he o t h e r companies have withdrawn f rom the market the 
amount of cement f o r t h a t j o b , which, i f the d u p l i c a t i o n of c o n t r a c t 
had not occur red , would be a v a i l a b l e f o r sale# 

In the year 1920, an i n v e s t i g a t i o n was conducted f o r the purpose of 
de te rmin ing so f a r as p o s s i b l e , the average amount of cement over -con-
t r a c t e d f o r on s p e c i f i c jobs • Capable engineers were employed to make the 
e s t i m a t e s • The i n v e s t i g a t i o n showed t h a t UÔ b of the cement so con-
t r a c t e d f o r , was no t r e q u i r e d f o r the j o b s . 

Demand f o r b u i l d i n g m a t e r i a l s t h i s year has aggravated the con-
d i t i o n s he rewi th d e s c r i b e d , and t h e r e i s no doubt of an o u t s t a n d i n g 
d u p l i c a t i o n or padding of c o n t r a c t s runn ing i n t o many m i l l i o n s of 
b a r r e l s t h a t w i l l no t be c a l l e d f o r d e l i v e r y , which a r e now n e c e s s a r i l y 
wi thheld f rom the market because of t h e s e f i c t i t i o u s c o n t r a c t s * I f 
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Hon* Herber t Hoover, 
Washington, D. C. 

X-370Sa 

i t was p o s s i b l e to e l im ina t e them, t h i s a d d i t i o n a l amount of cement would 
be a v a i l a b l e f o r s a l e , and would be a m a t e r i a l i n f l u e n c e i n making the 
cement market e a s i e r . 

Another f a c t o r of importance i s the peak load c o n d i t i o n which occurs 
du r ing the months when outdoor c o n s t r u c t i o n i s most a c t i v e and the de -
mand f o r cemen t"heav ies t . I f consumers would r e a l i z e t h a t sp read ing 
t h e i r purchases over the months of normally low demand not only would 
a s su re an ample supply b u t a l s o b e t t e r d e l i v e r y , i t would be a g rea t 
he lp to a l l concerned. Otherwise the manufacturers a r e c a l l e d upon to 
d e l i v e r in the peak months of J u l y , August, September and October more 
cement than i s c u r r e n t l y produced or can be c u r r e n t l y d e l i v e r e d . 

R e a l i z i n g t h a t t h i s year would r e q u i r e cement exceeding in amount 
t h a t of any prev ious y e a r , cement manufacturers have inc reased t h e i r 
output beyond t h a t of any in t h e i r h i s t o r y , no twi th s t and ing the f a c t 
t h a t l a s t year p roduc t ion and shipments exceeded a l l p rev ious r e c o r d s . 
For the months of January and February, 1923, the ou tpu t was 16,789,000 
b a r r e l s a g a i n s t 8 ,569,000 f o r the same months of the p rev ious y e a r , an 
inc rease of 8 ,220,000 b a r r e l s , or 95/®- At the same t ime , s tocks on 
hand i n c r e a s e d , 2 ,122,000 b a r r e l s hav ing been added i n February . Stocks . 
a t the end of t h a t month were 14,142,000 b a r r e l s . Also s tocks of 
c l i n k e r a t m i l l s inc reased over $00,000 b a r r e l s . 

Conservat ive e s t ima te s i n d i c a t e t h a t p roduc t ion t h i s year may 
reach 120,000,000 or 125,000,000 b a r r e l s . However, t he e s t ima ted 
capac i ty of the m i l l s of the count ry , l eaves a l a r g e margin of e x c e s s , 
and t h e r e i s no v a l i d r eason f o r assuming t h a t t h e r e w i l l be an a c t u a l 
shor tage of cement in 1923 i f t r a n s p o r t a t i o n f a c i l i t i e s permit of prompt 
d e l i v e r i e s . 

The peak p r i c e f o r cement was reached in 1920 when the average 
U. S. p r i c e a t the m i l l s f o r the e n t i r e year was $2 .02 . (Figures from 
U. S. Geologica l Survey.) In 1921 the p r i c e dec l ined to $1 .89 , and f o r 
the year 1922, t h e r e was a s t i l l f u r t h e r d e c l i n e in the average p r i c e 
f o r a l l m i l l s of the Uni ted S t a t e s , t o $1*76, or a t o t a l d e c l i n e of 
26,6 per b a r r e l . 

In p r e s e n t i n g t h i s s i t u a t i o n , we a r e mindful of your g r e a t i n -
t e r e s t i n a i d i n g to p reven t a c e s s a t i o n of c o n s t r u c t i o n and i n b r i n g i n g 
about a r e a l i z a t i o n on the p a r t of a l l of those engaged in c o n s t r u c t i o n 
work - whether p u b l i c or p r i v a t e - t h a t w a s t e f u l or s e l f i s h methods 
must be abandoned i f t he b u i l d i n g i n d u s t r y expects to c a r r y to com-
p l e t i o n a l l contemplated p r o j e c t s . 

I t i s our f e e l i n g t h a t t h i s b r i e f exp lana t ion of our s i t u a t i o n 
and an a p p r e c i a t i o n by you of i t s s e r i ousnes s w i l l sugges t the ad-
v i s a b i l i t y of an appeal to buyers of cement to avo id d u p l i c a t i n g 
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Hon. Herber t Hoover, 
Washington, D. C. X-3708 

c o n t r a c t s and to l i m i t t h e i r e s t ima tes to t h e i r a c t u a l needs , and to 
consumers g e n e r a l l y , to spread t h e i r buying over the months of l i g h t 
demand. 

We b e l i e v e t h a t such a c t i o n would have r e a l weight among t h o s e 
concerned and be of e f f e c t i v e "benefit t o the pub l i c g e n e r a l l y . 

We remain , dear s i r , 
Very t r u l y yours , 

Atlas Po r t l and Cement Co. , 
By Lowell R. Burch, Vice P r e s . 

Hercixles Cement Corpora t ion , 
By Morris Kind, P r e s . 

Penn Al len Cement Co., 
By W. E. E r d e l l , P r e s . 

Dexter Por t l and Cement Co., 
By Joseph Brobston, Vice Pres 

Lehigh Por t l and Cement Co., 
By E. M. Young, Vice P r e s . 

Alpha Por t land Cement Co. , 
By G-. S. Brown, P r e s . 
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