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Producers of concrete blocks have gone to Congress 
to get authorization for a new federal program to 

advertise and promote their product.
If the authorization is passed and works as 

intended, it will increase the demand for concrete 
blocks, the price of construction, and the profits of 
block manufacturers, as well as lower the profits of 
other building material producers.

A reasonable response from other building-sup-
ply manufacturers will be to petition Congress for a 
similar check-off program to fight back against the 
concrete block cartel. each new check-off program 
would increase costs to builders and consumers, 
hurting U.S. investment—currently a major weak-
ness in the U.S. economy.

As conceived by the Concrete masonry Products 
research, education, and Promotion Act of 2015,1 a 
check-off program for concrete blocks would be funded 
by a mandatory assessment from all U.S. block produc-
ers—a production tax, in economic terms—that would 
be used for advertising and other promotional purpos-
es. Producers will be compelled to participate even if 
they would prefer to opt out. by contrast, the existing 
legal framework freely allows the National Concrete 
masonry Association or other voluntary groups to 
raise funds, advertise, and lobby policymakers.

Industry Effects of Check-off Programs
A modest body of academic research has conclud-

ed that check-off programs, mostly in agriculture, 
work to the benefit of producers.2 However, the pro-
grams are reported to have “beggar-thy-neighbor” 
effects, by which one industry’s check-off program 
hurts industries that produce substitutes. Julian 
Alston, John Freebairn, and Jennifer James esti-
mated that check-off programs in beef and pork led 
to excessive advertising3 as “the other white meat” 
and “it’s what’s for dinner” battled it out on televi-
sion screens during the 1990s.

If demand for concrete blocks really can be 
supercharged by an ad blitz (skepticism is warrant-
ed), competing industries are sure to take notice. 
one logical response is to fight fire with fire and 
ask Congress to approve check-off programs for the 
industries that are hurt by the concrete check-off 
program.

All that advertising is not free. It is funded by 
the taxes that create the check-off programs, and it 
would raise the price of construction materials and 
thus make investments and new homes more costly. 
However, construction trade magazines would be 
awash in new ad spending.

Potential Economic Effects of Check-off 
Programs in Construction Materials

The U.S. economy currently suffers from 
extremely low investment. From 1939 to 2008, 
annual net investment never fell below 5.6 percent 
of net domestic product (NDP), averaging 10.4 per-
cent of NDP over the era.4 Since 2009, net invest-
ment has never once reached 5.6 percent of NDP, 
averaging a paltry 3.9 percent of NDP. Chart 1 shows 
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that gross investment in structures, including resi-
dential investment, has followed the same pattern, 
with post-recession investment lower than in any 
year since World War II. Low investment means low 
labor productivity growth, which means low wage 
growth.

Concrete blocks thus have an important role to 
play in growing the American economy. Whereas 
the costs of check-off programs in foodstuffs mainly 
hurt consumption through higher prices, a concrete 
check-off program would lower investment through-
out the economy.

The extremely low net investment of the post–Great 
recession economy has puzzled and worried econo-
mists of all stripes. Jason Furman, Chairman of the 
Council of economic Advisers, documented the prob-
lem extensively in a 2015 speech at the Progressive Pol-
icy Institute.5 A 2012 Heritage Foundation report noted 
that investment had failed to keep pace with profits.6

A variety of potential explanations have been 
offered, among them rising regulation, global uncer-
tainty, and decreasing competition. The shocking 
drop in new start-ups is probably related to the lack 
of investment.
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regardless of the causes, increasing the price of 
investment materials can only lower investment fur-
ther. Concrete blocks are just one item and a penny-
per-block tax will not put many builders out of busi-
ness, but prices have consequences and the new tax 
will push a few proposed building projects from the 
black into the red. State and local government invest-
ment would be especially hard hit because construc-
tion accounts for an even larger share of their invest-
ment budgets than in the private sector.

“Some Contrivance to Raise Prices”
The federally mandated check-off board would 

create a natural meeting place for industry insid-
ers to quietly defuse competition among themselves. 
As Smith wrote in The Wealth of Nations, “People of 
the same trade seldom meet together, even for mer-
riment and diversion, but the conversation ends in a 
conspiracy against the public, or in some contrivance 
to raise prices.”7 Such coordination, although usually 
illegal, is difficult to police. by creating a legitimate 
space for large producers to meet regularly and in 
person, Congress tempts honest citizens to illegally 
collude.

Stretching Government Thin
If the concrete check-off program fails to have its 

intended effects, the worst outcomes for workers and 
consumers will be averted. but check-off programs 
still have a cost, including the requirement that the 
Government Accountability office oversee and study 
them.

Conservatives who worry that government is 
doing too much and not doing it very well should 
be skeptical of adding a new role for bureaucrats in 
Washington.

Going Backwards
In a rare consensus of left and right, economists 

of all stripes agree that the U.S. economy is suffering 
from a lack of competition and investment. Congress 
ought to be shutting down the existing federal adver-
tising cartels, not creating new ones.

If Congress and the President choose to create a 
new check-off program for concrete blocks, they will 
be responsible for lower American economic growth 
and lower American wages.

Alternative Approaches
However, policymakers do have tools at their dis-

posal that can help the concrete block industry (and 
many others) without hurting anyone. Policies that 
address the root causes of low investment will be an 
enormous boon to construction suppliers in their 
crucial role as enablers of American investment and 
growth.

For example, corporate tax reform, and invest-
ment expensing in particular, would boost corporate 
investment spending and foster an investment boom. 
There are many other ways to deregulate the Ameri-
can economy and foster competition, such as eas-
ing land-use restrictions8 or removing restrictions 
on which workers can be hired for federally funded 
projects,9 either of which would help concrete block 
producers.

Congress faces a choice: Is it in the business of 
auctioning off slices of a shrinking pie, or will it pull 
up its sleeves and start rolling out a bigger crust?
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the Institute for Economic Freedom and Opportunity, 
at The Heritage Foundation.
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