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By Doug Frazer    

The weather outside is frightful! Well below zero and 
in excess of 2 feet of snow. It’s easy to get in the 
mood for a warm and sunny San Antonio. I do 
remember the same exciting thoughts of visiting a 
warm and sunny Hawaii and we ended up in the 
middle of a forty day and forty night rainfall…you 
never know…Strange things happen; but hopefully 
not on this occasion!  We have been reviewing 
Jennifer’s effort in putting together a marvelous Texas 
program, and Lynda and I have already purchased our 
Ten Gallon Hats and we are “Ready to Ride”.  
 
Writing this letter requires a great deal of thought. 
What can I can say that will be of interest. I am 
writing this the day before Super Bowl Sunday, so I’d 
be only to happy to give you my views of what to 
expect at the big game; so for what it’s worth, I’m 
picking the Cardinals (better offensive line).  
 
Perhaps talking about the economy and business 
prospects for the upcoming year would interest you, 
but that is out of my league. Not only am I too stupid 
to believe that things are as bad as some say; but I am 
an alien and should not comment on the problems in 
the house next door. That reduces any interesting 
information I might have to two topics….Sex and 
Family. At my age, I could probably devote a short 
paragraph to Sex, but who who want to read it, and if 
they did, how many would actually believe it! 
 
So, a little about Family. To be more explicit, a little 
about my new “close” Family. We recently sold our 
business, retired, and moved back to our birthplace 
Niagara Falls. We purchased a house with Mother-In-
Law quarters, and Lynda’s mother is now a big part of 
our life.  

And there is more! We moved in next door to our 
daughter and her family and have two wonderful 
grandkids at our disposal. Two boys, one is a year and 
a half and the other is 10 months old. They are with us 
on a daily basis and it is amazing the joy they bring 
into our lives. 
 
On that note I would like to relate this to IPCMA. 
Over the years we have made many friends in our 
group. Some have been business related, but many 
have been social and we have spent time with several 
members and met their Families.  
 
While in New Orleans, we supped with Jennifer and 
Gene’s family and I relished the opportunity to carve 
the Turkey. We have journeyed to Toledo, on several 
occasions, to spend time with Bob and Barb Jaska. It 
was heartwarming to see them with their kids and 
grandkids “in their element”. The Roede’s have joined 
us at these sessions, and morning coffee always 
centered around a discussion of the kids, with pictures 
to pass around. On a couple of occasions we have 
visited with Mike and Connie Pemberton in 
Cleveland. Spent time with his mother and his family, 
and we even attended a birthday party for Mike and 
got to meet the entire crew. It was a delight to have 
supper at the home of Skip and Cathy Poole while we 
were in Salt Lake City. We got to meet their 
marvelous kids and almost hooked up with Mike Weir 
for a round of golf. At one time Skip played hockey in 
our area, and we had fun relating stories at the supper 
table. A visit to North Carolina to spend time with 
Rich and Donis Grabowski was delightful. They were 
great hosts and once again it was a pleasure to meet 
their family.                                 Continued on page 2 
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President’s message continued from page 1 
My point in all of this is that our twice a year 
excursions expose us to a group that is memorable for 
its fun, and ridiculous behavior. The social quality of 
our get together is legend. But behind all of this 
frivolity are smart business people, and solid family 
members. We are proud to be associated and I know 
that some of the relationships that everyone has 
established over the years are strong and enduring. 
So in San Antonio, tip a drink or two, fill your face 
with the best food ever served; but don’t lose sight of 
the fact that the people you are with, are of a special 
quality. How lucky we are to have the opportunity to 
belong to this wonderful organization. On that note I 
wish you “Happy Trails”.  
Adios Partners…..see you on the Riverwalk!  

UPCOMING SPRING MEETING 2009 
MARCH 20-23, 2009 

SAN ANTONIO, TEXAS  
 

The upcoming 
meeting will be 
held in San 
Antonio, Texas.  
San Antonio is 
best know for The 
Alamo and 
Riverwalk, but 
also offers a very 
colorful culture, 

rich in its local history. Accommodations will be at 
the Westin Riverwalk.  You may make your 
reservations by calling  (888) 627-8396. 
This meeting is designed to allow members to interact 
with peers, alliance and vendor partners, while 
gaining critical industry updates and providing 
members with the opportunity to learn from outside 
experts as well as from one another.   
 
Below is the meeting agenda: 

�  Friday, March 20th, WELCOME COCKTAIL 
RECEPTION  

o TXI - HOST AND SPONSOR 
o VENTILEX USA, INC. - SPONSOR 

�   Saturdays , March 21st GOLF 
TOURNAMENT Held at the Quarry Golf 
Club 

o SOLOMON COLORS 
o VENTILEX USA, INC. 

�  Saturday Night, March 21st COCKTAIL 
RIVERBOAT CRUISE AND MEXICAN 
FIESTA AWARDS DINNER  

�  Sunday, March 22nd  BOARD MEETING   
�  Sunday, March 22nd  Brunch�

�  Sunday, March 22ndGENERAL MEETING 
(Members) 

�  SPEAKERS SUNDAY, MARCH 22, 2009 
o The first speaker, Darrel Elliot with Buzzi Unicem 

USA will give a presentation on “Repair and Special 
Applications. ”  

o Second Speaker, Rick Yelton, Editor for Concrete 
Construction/Concrete and Masonry Construction 
Products magazine will present “Five (5) Reasons Why 
I think the Concrete Industry will Recover Faster than 
Others.” 

o Third Speaker, Gene Poche with McGraw Hill Dodge, 
will give a brief presentation on the “Construction 
Outlook of 2009”.  The McGraw Hill economic 
forecaster will not be able to give the presentation, but 
has given his information to Gene for him to present.  

o Lastly, Francisco M. Maldonado, Esq. with 
Maldonado Law Firm, PLLC will address his 
topic on “The current requirements, as well as 
the new changes, within Immigration Labor 
Laws.” 

�  Monday, March 23rd CONTINENTAL 
BREAKFAST -MEMBERS/ SPOUSES : 

�  March 23rd  PLANT TOUR AND LUNCH  
The Plant Tour will be held at the CEMEX 
Plant, their United States flagship location 

�  Monday, March 23rd       LADIES TOUR 
�  Monday Evening, March 23rd 

ENCHANTED SPRINGS RANCH    
It promises to be a very exciting meeting-please join 
us!!! 

 
EXECUTIVE DIRECTOR  

Jennifer Poche’ 
Baton Rouge, Louisiana 

IPCMA EXECUTIVE BOARD MEMBERS 
(**Executive Board Members to serve (2) years**) 

Terms expire at annual meeting 2010 and each member moves up a position 
President……Doug Frazer, Port Colborne, Ontario  

Vice President….Johnsie Beck, Charlotte, NC  
Secretary……Neil Duke, Burnaby, B.C., Canada  

Treasurer.... ........Bob Jaska, Toledo, OH (Permanent  Position)   
IPCMA DIRECTORS 

(**Director’s Position to serve (2) years**) 
All officers, and immediate 

Past  President.............Jeff Deer, Ewa Beach, Hawaii 
Terms expire annual meeting 2010 

Jeff Deer, Ewa Beach, Hawaii 
Brad Simonson, New Orleans, LA 

Terms expire annual meeting  2011 
Keith Gibbs, Springfield, Illinois 
Jeff Cornwell, Columbus, Ohio 



RECAP OF THE FALL MEETING 2008 
QUEBEC CITY, QUEBEC, CANADA 

September 19-22, 2008

�

FRIDAY NIGHT WELCOME RECEPTION HELD AT THE 
CHATEAU FRONTENAC HOTEL SPONSORED BY   

PREMIER TECH SYSTEMS 

 
Members and guests socializing during  
The Welcome Cocktail Party in Quebec 
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Members and guests socializing during the 
Saturday Night Cocktail Party held at The Parliamen t 
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Mark Langen with Interstar Pigment s,         Bob Rumbolt, with Proraver North America,    Cliff Brewis with McGraw-Hill Construction 
gave a presentation on Granular Pigment          lead his presentation on a new substitute for      discussed the economic outlook for 2009.  
and Dispensing Systems for dry mix                 for sand and aggregate, light weight additives   
 packaging applications.                    made from 100% post consumer recycled glass. 
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The IPCMA Plant Tour took place at the Premier Tech Systems facility.  The members arrived in spectacular 
fashion with a private plant available for their transfer generously sponsored by the Premier Tech Systems 
Company.  
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IPCMA’s last night event was held on a beautiful dinner cruise boat.  Members enjoyed a lovely cruise down the 
St. Lawrence River before saying their goodbye’s after a wonderful and eventful weekend. 
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Ed Sullivan, the chief Economist for the PCA, has generously provided us with his most recent economy forecast. 

 
 
November 3, 2008 

The Outlook Worsens 
Overview 
The economy is expected to weaken through the first half of 2009. Real GDP is expected to grow less than 1% during 2008 
and 2009. Consumer spending is expected to contract during the third and fourth quarters of 2008 as well as the first quarter of 
2009. In the context of lower expected ROIs and credit tightness, business investment spending will also face additional 
weakness. Global weakness implies reduced export opportunities. Finally, growth in federal government spending will be 
partially offset bygrowing fiscal stress among states and localities. Each of these adverse conditions will gain momentum 
through the first half of 2009. Job losses are expected to total 1.2 million in 2008 and 1.8 million in 2009. Unemployment is 
expected to reach 7.5% by mid-2009. 
 
These harsh economic realities translate into weak conditions for the construction industry through 2010.In total, real 
construction spending is expected to decline 9.5% in 2008, 13.9% in 2009, and 0.8% in 2010. Following large 2007 and 2008 
declines, residential construction is expected to record another18% decline in 2009. Housing starts are not expected to begin a 
meaningful recovery until the secondhalf of 2010. Nonresidential construction, which provided some support to overall 
construction activityduring the past two years, is expected to decline 23% during 2009 and 12% in 2010. Nonresidential 
construction is not expected to recover until 2011. Finally, nearly 3 million jobs are expected to be shed during 2008-2009. 
These losses suggest that state government revenues will be adversely impacted.PCA expects the states’ fiscal crisis will far 
exceed those encountered following the 2001 recession. Public construction is expected to decline roughly 5% annually during 
2009-2010. 

 
Construction declines will translate into further weakness for 
cement consumption. PCA expects Portland cement consumption 
will decline 13.4 million metric tons during 2008, or 12.2% followed 
by an additional decline of 11.3 million metric tons in 2009, or 
11.6%. Ongoing weakness in nonresidential and public 
construction is expected to result in another 2 million metric ton 
decline in 2010, or 2.5%. Declines in masonry cement will add 
further weakness to the 2009 outlook This stressful economic 
environment coincides with capacity expansion in the cement 
industry. Nearly three million metric tons of new clinker capacity is 
planned to come on-line this year. An additional 9 million metric 
tons of new clinker capacity is expected to come on-line during 
2009. Further expansionsare planned in the out years, bringing total 
clinker capacity expansion to 23.4 million metric tons by the 
end of 2013.  
 
 
The combination of declining cement consumption and increases in 
capacity will create potential market imbalances that could constitute 
the largest and longest lasting in history. Based on PCA’s cement 
consumption estimates and announced capacity expansions, market 
imbalances reach in excess of 17 million metric tons in 2009. As a 
result, seven plant closures have been announced or are planned. 
Even with aggressive assumptions regarding extended maintenance 

downtimes, import reductions and inventory absorption, utilizations rates could drop below 70% by 2010. Such a scenario 
suggests the  
likelihood of additional plant closures. 
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Economic Outlook 
Weakness is expected to characterize the United States’ economy 
for the remainder of 2008 and throughout 2009. Real GDP is 
estimated at 0.7% growth in 2008 and 0.9% growth in 2009. These 
estimates include three consecutive quarters of contracting real 
GDP including the third and fourth quarters of 2008 and the first 
quarter of 2009. Near zero (+0.1%) growth is expected for the 
second quarter of 2009. Dissipation of sub-prime resets, low oil 
prices, the release of pent-up demand, and the likelihood of a large 
2009 fiscal stimulus program and the easing in lending standards 
are the key ingredients leading to stronger growth during 2010 and 
beyond. 
 
While the United States economy is resilient, many separate 
adversities materialized during 2008 that led to deterioration in 
growth. These adversities included the sub-prime crisis, high 
energy prices, the financial melt-down, tight lending standards, 
elevated inflation, and labor market weakness. While weak 
economic conditions will reduce the drag on consumers related to inflation and energy prices during 2009, these benefits will 
be offset by accelerated job losses, continued erosion in confidence (consumer, business, financial), and the emergence of 
huge state deficits.  
 
Through the first half of 2009, the economy is expected to be characterized by the following conditions: 
�  Home foreclosures will accelerate and are expected to continue at a high level. The sub-prime crisis is far from over. This 
implies the “bleed through” to other sectors of the economy will continue to act as a drag on growth for another year. 
Foreclosure problems are expected to be greatest in California, Arizona, Nevada, Florida and the Great Lakes region. 
�  Prior to the $700 billion bailout, bank write-downs totaled $500 billion. Accelerated foreclosures imply further bank write-
downs – offsetting the treasury’s cash infusions into the banking sector. This may slow an easing in lenders’ aversion toward 
risk. Without an easing in lending standards it will be difficult for the economy to recover. 
�  Use of credit card debt has accelerated significantly. With many consumers struggling to make higher mortgage payments, 
the addition of higher credit card payments will contribute to an outright retrenchment in consumer spending. The weight of this 
debt will not be eased quickly and as a result will act as a strong drag on consumer spending growth. 
�  The labor market is expected to shed 1.2 million jobs during 2008 and 1.8 million jobs in 2009.Lacking job creation, 
consumer spending weakens further and adds momentum to growth deceleration. 
�  Median home prices will decline by 8% during 2008 and another 9% during 2009. Declining home prices reduces consumer 
wealth and has shut down lines of credit. In addition, consumer psychology will be adversely impacted by the price declines. 
�  Consumer confidence is low. Business confidence has crashed. Slower job creation and a general worsening in economic 
conditions will result in further deterioration in consumer and business confidence. A reduction in overall confidence will 
reinforce a retreat in consumer and investment spending. 
�  Tight commercial credit, lower expected ROIs, and reduced earnings will prompt a sustained contraction in business 
investment reinforcing the expected weakness in consumer spending.  
�  The economic slowdown is global. United States exports, a significant contributor to recent growth, are expected to weaken 
significantly. 
�  Huge state deficits will emerge. Job losses will translate into reduced revenues for states. Entitlement spending will 
increase. Large cuts in discretionary spending are expected to materialize partially offsetting future potential federal spending 
stimulus actions. 
 
Regional Economies 
Twenty-two states are estimated to be in recession while 29 states 
have reported net job loss through August. Arizona, California, 
Nevada, and Florida are feeling the effects of the housing downturn 
spilling over into their broader economies. These states, which saw 
job loss confined to the construction and manufacturing sectors in 
2006 and 2007, are now experiencing declines in the service sector 
as well — symptomatic of a recession. The manufacturing states of 
the East North Central region continue to see accelerating declines 
in manufacturing employment with weakness now extending south 
into the East South Central region. New England and Mid Atlantic 
states have remained fairly resilient to the economic slowdown, but 
PCA expects this region to come under pressure in late 2008/2009 
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as layoffs in the financial sector continue to mount. The economies of the West Central regions have benefited from elevated 
commodity prices but are now more susceptible to downside risk in light of falling energy prices as of a result of the slowing 
economy. The agriculture intensive Plains states are also sensitive to falling energy prices as grain prices are expected to 
decline as demand for alternative fuels is lessened with easing gasoline prices. As job losses continue to grow, unemployment 
rates throughout all the states will rise. PCA expects the West, burdened by Arizona, California, and Nevada, to experience the 
largest increase in unemployment. The South, bolstered by Texas, will experience more modest rises in unemployment. In all 
regions, unemployment rates are expected to rise above levels observed in the 2001 recession. 
 
Policy Actions 
Boom periods typically create imbalances within the economy. During the past boom, exuberant lending practices 
characterized by the diminution and misunderstanding of risk, exaggerated U.S. and global economic growth. Recessions 
correct imbalances. The correction process is characterized by an aversion toward risk in lending. Eventually, the return to 
trend growth will materialize. Left to its own, however, the current correction process will be protracted and deep. Such a 
scenario is assumed to be politically unacceptable. As a result, PCA assumes significant economic stimulus, beyond what has 
already materialized, will occur during the first half of 2009. The options before policymakers include monetary policy, tax cuts, 
and/or increased government spending. 
 
Financial Policy: The sub-prime crisis and resulting loan defaults has generated more than $500 billion in bank write-downs. 
The Treasury’s ability to inject $700 billion into the banking system via asset swaps may restore valuation to mortgage backed 
securities and improve bank balance sheets. This will improve bank liquidity, survivability, and interbank confidence. While a 
strong banking sector is critically important, that strength by itself does not necessarily translate into improved economic 
conditions. An improvement in bank balance sheets does not necessarily translate into increased loan activity. Lending 
aversion toward risk must ease, along with increased bank liquidity. Both conditions must materialize to diminish 
the financial sectors’ drag on economic activity. Keep in mind, the sub-prime crisis is not over. Increased sub-prime resets and 
softer labor markets will result in acceleration in mortgage defaults. These additional defaults will dilute the effectiveness of the 
$700 billion Treasury injection and moderate improvement in bank liquidity and confidence. It is possible that additional funds 
will be requested to supplement the existing program. PCA believes the stress in the financial sector will continue through the 
first half of 2009. Once the subprime drag begins to subside, in mid-2009, lending standards will begin a gradual improvement. 
A fiscal stimulus package would improve job and economic activity – thereby reducing the perceived lending risks 
by banks. Such a program is a critical ingredient in generating easier lending standards. 
 
Monetary Policy: Economic weakness will reduce inflation considerably during 2009. As a result, the Federal Reserve will 
adopt a more accommodative approach toward monetary policy. PCA expects the federal funds rate will be cut to 1% and 
remain at that level throughout 2009. Money supply growth will accelerate. Unfortunately, monetary policy does not offer a 
viable option to provide the required stimulus to t he economy . The federal funds rate is already low and as a result offers 
little room forstimulus. Moreover, lowering interest rates is not the issue facing the economy today. Credit availability, 
tight lending standards, and the willingness of banks to lend is the problem. Lower interest rates will simply not translate into 
stronger economic growth if few borrowers qualify for the loans under the tighter lending standards. The prevailing risk adverse 
lending conditions facing credit markets will limit the effectiveness of monetary policy actions. stimulate the economy, the 
program’s effectiveness is typically weak and short-lived. Another rebate program may be enacted to provide rapid relief to 
consumers. PCA does not believe a tax rebate, by itself, will provide the necessary sustained stimulus required by the 
economy.  
It is likely that a large government spending program will be the centerpiece of any forthcoming stimulus. 
PCA assumes a $150-$200 billion spending program. This assumption includes; 

·  $50 billion for increased entitlements including extended unemployment benefits. Entitlement programs are typically 
quick to stimulate the economy and carry relatively high multipliers, but do not necessarily lead to sustained 
momentum. 

·  $50 billion for increased infrastructure spending. Infrastructure investments carry large sustainable multipliers, but are 
often slower to inject momentum into the economy. In addition to stimulating the economy, infrastructure investments 
could result in improved economy-wide logistical movements – making the economy more efficient and potentially 
add to longer term economic growth. Finally, infrastructure investment in highways could relieve congestion, traffic 
delays, wasted fuel, and CO2 emissions – impacting climate change. 

·  $50 billion for aid to the states. This is a required ingredient of any stimulus program. PCA estimates that state deficits 
will approximate $60 billion in 2009. States may be forced to cut spending significantly – offsetting federal spending 
stimulus efforts. The rationale for this assumed spending mix combines assessments regarding the speed of 
injecting stimulus to the economy along with assessments regarding the sustained effectiveness of the spending. 
The effectiveness of the stimulus spending is based on a concept referred to as “multipliers”. For every federal dollar 
injected into the economy results in secondary consumption, thereby “multiplying” the total stimulating impact to the 
economy. The larger the multiplier, the larger the stimulatory impact to the economy of a specific spending policy. 
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Economic Recovery 
Economic recovery from this dismal outlook is predicated on the following three economic assessments. Lacking any of these 
three ingredients, PCA believes the economic weakness could be harsher and longer lasting than the projections contained in 
this report. The basis of economic recovery hinges on the following assessment: 

·  Fiscal Policy: Ongoing economic weakness will result in a large fiscal stimulus program that is likely to emerge by the 
first half of 2009. PCA assumes that the program will be at least $150 billion and contain aspects that include 
increased infrastructure spending as well as aid to the states. If such a program materializes, keep in mind that the 
gestation period from bill passage to impact on the economy is quite long. Little, if any relief, from such a program is 
likely to materialize during 2009. Furthermore, cutbacks in state and local spending may offset some of the eventual 
effectiveness of a fiscal stimulus program. 

·  Oil Prices: On-going global economic weakness will push oil and commodity prices down further. PCA’s oil projection 
adds roughly $150 billion into consumer spending.  

·  Easing in Lending Standards: The combination of the $700 billion cash infusion into the banking system, coupled 
with the gradual dissipation of sub-prime resets, could lead to an improvement in banks’ aversion toward lending 
risk. Furthermore, the fiscal stimulus program could improve economic conditions and hence the level of risk facing 
banks. 

 
Residential Construction 
Lacking a recovery in the pace of home sales, inventories will 
remain elevated. Home builders typically do not accelerate starts 
activity until inventory reaches at least five months supply. Based 
on five months supply of desired inventory, excess inventory is 
estimated at 2 million homes. Continued cutbacks in starts and 
marginal gains in sales are expected to be more than offset by 
increases in sub-prime foreclosures added to the market during 
2008 and early 2009. As a result, inventory levels are expected 
to remain in excess of 10 month’s supply throughout 2009. Desired 
month’s supply is not expected to be reached until the second half 
of 2010. 
 
 
 
 

The toxic mix of weak economic conditions, tight credit conditions, 
tepid sales and high inventories results in PCA’s single family starts 
projection of a 40% decline for 2008 followed by an additional 16% 
decline in 2009. Many expect a recovery in housing to begin sooner. 
Total cement consumption is expected to decline by 14.6 million 
metric tons in 2008. Most of this decline is attributed to the decline in 
residential construction (10 million metric tons). PCA expects total 
cement consumption will decline by 11 million metric tons during 
2009. Roughly 4 million metric tons is attributed to weakness in 
residential construction. While the adverse impact of residential woes 
on cement consumption is expected to dissipate in 2010, the sector is 
not expected to become a significant contributor to growth until 2011. 
Nonresidential Construction 
The strong fundamentals supporting nonresidential construction eroded throughout 2008. Nonresidential construction activity 
is closely tied to economic activity. As the economy softens, the expected return on commercial investments will decline – 
reducing the incentive to invest. This, coupled with a tightening in commercial credit standards, suggests that nonresidential 
construction will decline. Indeed, the backlog of projects under contract has been depleted. Contract awards are off 33% year-
to-date. If past trends hold, the percentage declines now materializing in contract awards data may materialize with similar 
intensity for put-in-place data during 2009. 
 
Once nonresidential construction declines, it typically takes 18 months for a recovery in nonresidential construction to 
materialize from the onset of better economic conditions. Unfortunately, PCA now expects the current economic weakness will 
be longer lasting. This implies that nonresidential construction will probably record further declines in 2010 before tepid growth 
materializes in 2011. 
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All totaled, nonresidential cement consumption is expected to decline by roughly 3.5 million metric tons 
during 2009, followed by another one million 
metric tons in 2010. PCA believes there is 
downside risk to these projections. 
Retail construction is expected to experience 
the largest volume decline in 2009 cement 
consumption – accounting for roughly half of the 
expected decline in nonresidential consumption. 
Throughout much of 2008, retailers have been 
squeezed as retail sales have slowed due to 
consumers pressured by high gas prices and 
declining home values. With the holiday season 
approaching, expect sales to further weaken 
as consumers are faced with increased 
uncertainty in the labor markets. As many 
retailers’ margins get pressured from the cost 
cutting, bankruptcies will increase, diminishing 
demand for new retail constructionand creating 
new vacancies which could delay the recovery 
in this important sector. 
Public Construction 
Public construction accounts for roughly half of 
otal cement consumption in the United States. More than 90% of public construction is performed at the state/local level. State 
fiscal conditions play an important role in the outlook for public construction. State revenue growth, and hence its overall fiscal 
condition, is highly dependent on job growth. A new worker added is essentially a new taxpayer addition. Until recently, job 
growth has been fairly robust, suggesting solid growth in state revenue conditions. 
 
Rising unemployment, declining retail sales, and shrinking capital and corporate gains, has eroded the tax base in many 

states. Coupled with rising unemployment claims and elevated 
Medicaid costs, the state fiscal outlook is gloomy through 2010 as 
31 states are expected to incur budget shortfalls in 2009. While rainy 
day funds have lessened the impact thus far, PCA estimates that 
combined budget shortfalls will approach $60 billion in 2009, 
compared to $45 billion in the first year of the 2002 fiscal crisis. 
Unlike the previous fiscal crisis when retail sales lent support as 
consumers were purchasing big ticket home 
furnishings; this support will not exist in the current cycle as vehicle 
sales and durable goods sales are in sharp decline. States that rely 
heavily on sales tax will be among the most sensitive to the current 
fiscal crisis. 
 
It is important to view budget shortfalls in the context of state 
spending priorities. Due to rising costs and an aging population, 
Medicaid spending has risen to become the largest share of state 
spending — accounting for nearly 22% of expenditures.  
Commitments to entitlement programs are expected to receive high 

priority at the expense of other areas, including infrastructure spending. The combination of lower revenues and higher 
entitlement expenses suggests dedicated transportation trusts could be raided– to the detriment of public construction activity.  
 
State governments are not alone. Many local governments will also have their budgets pressured as the frozen credit markets 
hamper the issuance of municipal bonds. In addition, declining home values will also weaken revenues as property taxes are a 
key source of revenues for local governments. In light of softening revenues, many municipalities are expected to delay 
discretionary infrastructure improvement projects. However, the falling homes prices will take some time to manifest on the 
revenue side as the assessed values are typically below market value and have a multi-year lag between reassessments. This 
will allow time for recovery and lessen the impact to local public construction as many remaining shortfalls will most likely be 
met with property tax rate increases. 
 
Although economic conditions have been weak for some time, the fiscal crisis at the state and local levels is only now 
beginning. Even states in the energy belts are beginning to see revenue growth slow with declining energy prices. Diverse 
economies such as Texas will be less impacted, but states such as Oklahoma and Wyoming, which have much closer ties to 
commodities, are more exposed to commodity price fluctuations. The revenue outlook for the Southwest and Florida remains 
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weak as these markets will be exposed to a prolonged residential recovery. The manufacturing Midwest will also take some 
time to recover largely due to the struggling auto industry. The financial centers of the Northeast will also have adversely 
affected state revenues as the financial sector is beginning to experience dramatic declines in employment. The commodity 
producing Plains and Mountain states are in the best position to weather the fiscal crisis, but their budgets also will be 
pressured in the event of further weakening of energy prices. 
 
PCA expects public cement consumption will decline 3 million metric tons in 2009 and another 3 million metric tons in 2010. 
Upside risk is contained in these projections depending on the specifics of a federal stimulus program, if and when one is 
legislated. 
 

Cement Outlook 
Construction declines will translate into further 
weakness for cement consumption. PCA expects 
Portland cement consumption will decline 11.3 
million metric tons in 2009, or 11.6%. Ongoing 
weakness in nonresidential and public construction 
is expected to result in another 2 million metric ton 
decline in 2010, or 2.5%. Declines in masonry 
cement will add further weakness to the 2009 
outlook.  

Market Imbalances 
The stressful economic environment coincides with capacity 
expansion in the cement industry. Nearly three million metric tons 
of new clinker capacity is planned to come on-line this year. An 
additional 9 million metric tons of new clinker capacity is expected 
to come on-line during 2009. Further expansions are planned in the 
out years, bringing total clinker capacity expansion to 23.4 million 
metric tons by the end of 2013. The current combination of 
declining cement consumption and increases in capacity will create 
potential market imbalances that could constitute the largest and 
longest lasting in history. Based on PCA’s cement consumption 
estimates and announced capacity expansions, market imbalances 
reach in excess of 17 million metric tons in 2009. As a result, seven 
plant closures have been announced or are planned. Import 
reductions have played a critical role in absorbing potential market 
imbalances during 2008. Import volume during 2008 is expected to 
decline from 22.5 million metric tons to 11 million metric tons –
reflecting an 11.7 million metric tons reduction in supply. In 2009, PCA expects imports will decline to 6.0 to 6.5 million metric 
tons – reflecting a 4.5 to 5.0 million metric ton decline. This level reflects PCA’s estimate of the theoretical import volume 
minimum taking into consideration structural trade flows between the United States and Canada as well as the United States 
and Mexico. While it is possible that even further declines in import volume could materialize, it should be pointed out that 
2008 import volumes are currently running at a 13 million metric ton seasonally adjusted annual rate – well in excess 
of PCA expectations.  
 
Due to a 70% peak to trough reduction in import volume, declines in cement consumption during the past two years have not 
materialized in a significant reduction in plant utilization rates. Unfortunately, the ability of import reductions to provide 
significant shelter to the industry from market imbalances will be dramatically reduced in 2009. Even after PCA’s projected 4.5 
million metric ton reduction in import volume, the remaining expected 2009 market imbalance is estimated at 13.0 million 
metric tons. Given PCA’s cement consumption outlook and assumptions regarding extended plant shutdowns and inventory 
strategies, the bulk of the 2009 market imbalance is reconciled by lower utilization rates and 12 further plant shutdowns. 
Without further plant shutdowns, kiln utilization rates drop below 80% in 2009 and below 70% in 2010 and 2011. Sustained 
recovery in consumption during 2011-2013 implies utilization rates approach 90% by the end of the forecast horizon. 
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