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In late fall of 1971 when we last reviewed Louisiana's economy, the aftereffects 
of the 1970 recession were still very much in evidence. The state's nonfarm 
employment was still below prerecession levels and the unemployment rate was 
nudging 7 percent. The economic recovery under way in both the nation and 
Louisiana was clearly weaker than previous ones. However, 1971's uncertain 
rally gathered strength in 1972, and today the nation is in the midst of a strong 
expansion approaching boom proportions in some sectors. Louisiana's 
indicators show that it, too, has shared in this economic strengthening, although 
some sectors still remain depressed.

The Bayou State's nonfarm employment, an important gauge of economic 
health, has registered considerable growth since late 1971. In fact, since the 
end of 1970 when recovery is generally acknowledged to have begun, its 
growth in nonfarm employment has been as strong as the nation's. This growth 
represents nearly 50,000 jobs— 22,000 in 1971 and 27,000 in 1972.

Growth in nonmanufacturing employment was responsible for all of the 1971 
and 1972 nonfarm employment increases. Manufacturing employment, with a 
declining durable goods work force and a virtually constant nondurable 
goods work force, still remains below 1969 levels.

Two categories— trade and state and local government— account for most 
job gains in nonmanufacturing. Only temporarily slowed by the recession, each 
category has trended strongly upward since it ended. However, growth in 
nonmanufacturing was not limited to just these categories. Except for 
transportation and utilities, all experienced sufficient growth to bring 1972 
employment above 1969's.

Construction employment, which had steadily declined since mid-1960, also 
made strong gains during 1971 and the first half of 1972. However, labor 
management conflict once again took its toll, as strikes involving 5,000 Lake 
Charles construction workers during July and August 1972 reduced job gains. 
Except for the Lake Charles and Lafayette areas, construction employment showed 
growth in 1972 in all major areas. Comparisons of fourth-quarter 1971 
and 1972 figures show increases ranging from 1.1 percent in the New Orleans 
area to 12.4 percent in the Alexandria area. Sluggish construction employment in 
Lake Charles can be partially traced to curtailed expansion of local oil refineries 
and completion of most oil refinery projects started over the past two years.

Despite significant job gains in the past two years, unemployment still 
stays high across Louisiana. In January 1973, 6.8 percent of the civilian labor 
force remained unemployed (seasonally adjusted). This continued high un
employment rate can be attributed in part to a rapidly growing labor supply.
The Bayou State's labor force increased by 12,000 between 1968 and 1970 and by

Note: This is one of a series of articles in which economic developments in each 
of the Sixth District states are discussed.

MARCH 1973, MONTHLY REVIEW
Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

March 1973



Louisiana nonfarm employment rebounded; 
unemployment remained fairly high.
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nearly 45,000 between 1970 and 1972. A growing 
number of teen-agers seeking jobs, reductions in 
the Armed Forces, and normal population growth 
all contributed to this expansion. In addition, 
more adult women either landed jobs or were 
actively seeking them.

Labor Department statistics, which classify 
150 major employment centers according to em
ployment conditions, further discourage the thought 
that all is well in Louisiana. Until October 1972, 
Baton Rouge, and until February 1973, New Orleans, 
were listed as "D category" areas (substantial 
unemployment of 6.0 to 8.9 percent) while Shreve
port throughout 1972 was classified as a "C  cate
gory" area (moderate unemployment of 3.0 to 5.9 
percent). In addition, many smaller labor centers 
were classified as "substantial" or "persistent" 
unemployment areas, of which the largest 
were Alexandria and Lake Charles.

Each of the major Louisiana labor markets ex
periencing "substantial" unemployment during 1972 
showed a general weakness in manufacturing and 
in a nonmanufacturing category consisting of the 
self-employed, unpaid family workers, and domes
tics. New Orleans' manufacturing job weakness 
was centered in shipbuilding and repair, which 
declined by 1,600 workers during 1972; that of 
Baton Rouge and Lake Charles was centered in 
chemical and petroleum production.

Some Bright Spots

Construction played an important role in improving 
Louisiana's economy in 1971 and 1972. The value 
of total construction in 1971 increased 25 percent. 
Figures through November indicate that 1972 should 
be still another year of substantial construction, 
with a 21-percent contracts increase over 1971. 
Residential construction gains in value of 30 per

cent and nonbuilding construction value gains of 
54 percent were balanced by a 21-percent decline 
in the value of nonresidential building contracts. 
This apparent weakness in nonresidential building 
largely reflects the impact of the New Orleans 
Superdome on 1971 contract figures. During 1972, 
contracts for nonresidential building grew 
dollarwise throughout the state except for 
New Orleans.

Government and trade accounted for most 
of the post-recession job growth . . .
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Consumers Step Up Spending 

as Incomes Grow

Higher employment and income levels, longer 
workweeks, and improved unemployment rates 
appear to have encouraged the Louisiana consumer 
to step up his spending. Automobile sales were a 
particularly important part of 1971's increases and 
remain high today even though Phase I freezes on 
automobile prices have long been relaxed. In 
addition, retail sales of general merchandise, build
ing materials, and furniture all grew substantially 
in 1971, and continued to quicken during 1972.
Retail merchandise sales during the Christmas holi
days were especially strong.

Capital investment for new plant and equipment 
totaled $669 million in 1971, a 10-percent increase 
over 1970 levels and the second highest figure in 
the state's history, according to the Louisiana 
Department of Commerce and Industry. A $115- 
million expansion in the Continental Can Company 
papermaking plant in Hodge, Louisiana, was 
the largest single project. Petroleum refining and 
petrochemical firms accounted for three-fifths of 
total investments.

Capital investments reached a record $1.89 
billion in 1972, exceeding the previous record set 
in 1967 by $1.1 billion. Growth included $1.23 
billion in nuclear power facilities and $664 million 
in conventional manufacturing facilities. Perhaps 
even more important than the dollar amounts of 
these investments are the estimated 22,000 cons
truction jobs and 7,696 permanent jobs accompany
ing these projects.

One of the state's most important industries—  
oil— has faced many of the same problems faced by 
the nation's oil industry during the last two years. 
Lingering aftereffects of the 1970 recession kept 
industrial demand for oil down during early 1971. 
Mild winters in 1970 and 1971 lessened oil demand 
still further. As pollution control became a greater 
factor in management's decision to expand existing 
plants or build new ones, more investment dollars 
went into pollution control equipment. This 
produced construction employment but did not 
increase the number of permanent jobs.

A continuing embargo on the sale of offshore oil 
leases during 1971 and through September 1972 
had a detrimental impact not only on the state's
oil industry but on its entire economy, particularly 
in southern Louisiana. Curtailment of the erection 
and operation of drilling platforms has an impact 
that spreads beyond the workers directly involved 
into retail and service industries.

The embargo was lifted in September. Resulting 
offshore-lease sales, which totaled $590 million in 
late September and $1.67 billion in December, are 
already stimulating the industry. Billions of dollars 
of oil and gas reserves are believed to lie in the 
newly leased offshore lands.

E C O N O M IC  IM P R O V E M E N T  
S P R E A D S  A C R O S S  S T A T E

U nem p. R ate _______ N onfarm  Emp._______
Fourth  F ourth  P e rc e n t

Q u arte r Q u a rte r C hange
1971 1972 1971 1972

A lexandria 8.5 7.8 36 125 37 725 + 4 .4
Baton Rouge 5.9 4.5 108 117 114 767 + 6 .2
L afayette 3.5 3.5 37 325 38 300 + 2 .6
Lake C harles 9.1 8.0 42 058 42 433 + 0 .9
M onroe 5.8 5.6 39 100 40 000 + 2 .3
New O rleans 6.0 5.5 377 267 387 267 + 2 .7
Sh rev ep o rt 5.4 4.6 94 658 99 725 + 5 .4

Ironically, Louisiana, which sits on about one- 
fourth of U. S. natural gas reserves, has been one of 
the hardest hit in the current nationwide gas short
age. Interstate pipelines, which transport out of the 
state nearly 70 percent of Louisiana's natural gas 
production, have been sharply cutting supplies to 
Louisiana's industrial customers and utilities this 
winter (1972). A year-old Federal Power Commission 
ruling that gives residential and institutional heating 
needs priority over industrial needs has provided 
the rationale for the cutbacks. These cutbacks have 
forced many industrial customers to limit produc
tion because manufacturers counted on an abun
dance of natural gas and did not equip their plants 
to burn alternative fuels such as coal or oil. 
Petrochemical plants, too, have already been 
affected because natural gas is used both as a power 
source and as a raw material in production. One 
Lake Charles petrochemical company laid off 3,500 
workers for a week in January 1973 and another, 
also located in Lake Charles, planned to shut down 
for three weeks in February 1973.

The Louisiana Chemical Association has estimated 
that adding fuel-converting facilities would cost 
industries nearly $2 billion. A continued shortage, 
requiring firms to consider alternative fuel sources, 
may eliminate one of industry's big inducements to 
locate in Louisiana— access to abundant and 
relatively cheap fuel.

Farming: An Important Sector 

of Louisiana Economy

Farm commodities reached new highs, with cash 
receipts in 1971 totaling $748 million, up 6 percent 
from 1970. Cattle and calves made the largest single 
contribution to farm income, soybeans were second, 
and rice was third.

When all figures are in, cash receipts for 1972 
are expected to top $750 million and may reach 
$800 million, according to Louisiana's Commissioner 
of Agriculture, Dave L. Peace. In 1972, state farmers 
planted the greatest acreage since World War II.
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Favorable factors supporting increased cash 
receipts include high rice and soybean prices during
1972.

Overall, 1971 was a busy year for the Port 
of New Orleans. While total tonnage handled by 
the Port was down slightly, the value of tonnage 
did increase over 1970. The decline in tonnage 
handled was largely the result of the longshoremen's 
strike in late 1971. Other factors affecting 1971's 
tonnage included the imposition of import sur
charges and a maritime strike in Japan, one of the 
Port's principal trade partners. According to the New 
Orleans Executive Port Director, E. S. Reed, a strike 
of Japanese ports in the first 100 days of 1972, 
recession in Europe, and dollar devaluation all 
worked to produce a slack the first six months of 
the year. Activity did pick up in the last half, 
partially as a result of U. S. wheat sales to Russia 
through the Port of New Orleans.

Although often overshadowed by New Orleans, 
Louisiana's other two ocean ports— Baton Rouge 
and Lake Charles— are important employment and 
income sources for their respective areas. Lake 
Charles suffered the greatest loss from strike 
activity during 1971, with tonnage down 7 percent 
from 1970. Baton Rouge was least affected, 
achieving a 3-percent growth. Preliminary figures 
through September 1972 show greater tonnage 
traveling through both Baton Rouge and Lake 
Charles.

Latest figures from Louisiana's Tourist Commis
sion show visitors funneled $650 million into the 
state's economy during fiscal 1971-1972. Nearly 
40 percent of these dollars— $275 million— was 
spent in New Orleans by an estimated 3.6 million 
visitors. This represents a greater than 14-percent 
increase in tourism and convention trade over the 
previous fiscal year.

Prospects of a superport financed by public 
funds brightened with the release of a U. S.
Maritime Commission report designating offshore 
Louisiana as the most economic site for a deepwater 
port in the Gulf of Mexico. Concurrently, Loop,
Inc., Louisiana's offshore oil port, is seeking to 
privately finance, build, and operate an offshore oil 
terminal with tentative completion in 1976. Com
posed of ten major oil companies, Loop has an 
option for 1,450 acres of land in Lafourche Parish

to allow onshore developments for an offshore port.

Banks Seek to Satisfy Strengthened 

Loan Demand

Strong deposit inflows, which began in 1970, con
tinued throughout 1971. Aided by deposits of 
funds from the New Orleans Superdome bond 
sales, time deposit growth was especially strong 
for member banks in the state's District portion 
(southern two-thirds). While banks had ample funds 
throughout 1971, loan demand was generally slug
gish early in the year and banks added to investment 
holdings. As 1971 progressed, however, loan de
mand strengthened and investment activity 
declined.

Although still healthy, 1972 deposit inflows 
slowed below 1971's near-record rates. Bank 
lending, on the other hand, continued to grow 
with real estate and business loans noticeably 
stronger. Reflecting this strengthened loan demand, 
additions to investment portfolios were much 
smaller than in either 1970 or 1971.

Savings and loan associations also experienced 
strong growth. Louisiana savers added over $340 
million to their accounts in 1971, a 17-percent 
increase over 1970. This increase was an all-time 
high in both dollar amount and percentage gain. 
Growth in 1972 evidently was even greater as 
savings increased $365 million through the first 11 
months of 1972. Helping to support the residential 
boom, savings and loan associations increased 
outstanding mortgages during 1971 by $290 million, 
a 14-percent rise. Outstanding mortgages increased 
by $280 million as of November 1972.

Economic Prospects

Most economic forecasters look for strong 
economic growth in the nation for the rest of 1973. 
This, in turn, should have a favorable impact on 
Louisiana's economy. Local events, such as renewed 
offshore oil exploration and drilling, continued 
construction of nearly $2 billion in new capital 
investments, and growing port activity should 
further stimulate the state's economy. Continued 
employment growth, with a gradual decline in 
unemployment rates, seems likely for the remainder 
of 1973.B
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