
LOUISIANA: 
Can Gas and Oil 

Keep Outlook Bright? 

Louisiana's burgeoning oil and gas industries should help offset the recession's 

effects in 1982. Employment in the state is not critically dependent on 

manufacturing, and international trade activity has pushed New Orleans ahead of 

New York as the leading port for waterborne exports in the country. 

In 1982 Louisiana's oi l-f ired economic growth 
should cool a few degrees f rom 1981 's hot pace. 
Escalating in-state natural gas costs, for instance, 
are forcing cutbacks in the energy intensive 
petrochemical industry and threaten to curtail 
industrial expansion in the state. 

Yet oil and gas explorat ion, product ion and 
transportation, together w i th expanding port 
activity and shipbui lding, should bolster the 
state's economy wel l into the new year. These 
virile sectors should cont inue to offset the slow-
down in industrial expansion, weak housing 
starts and cr ipp led auto sales. 

Nonresidential construct ion spending should 
cont inue at high levels w i th an added boost as 
New Orleans prepares for the 1984 Wor l d Ex-
position. Population growth is l ikely to remain 
rapid due to the state's low living costs, lowtaxes, 
and j ob growth in energy related industries. The 
outlook for agriculture is clouded by large supplies 
of products on hand and low prices. Since few 
advanced military facilities are located in Louisiana, 
defense spending in the state isn't l ikely to 
expand much in 1982. 

Industry and Employment 

Louisiana's industrial and nonmanufactur ing 
growth remains highly dependen t on mineral 
resources. Oi l and gas explorat ion, along w i t h 
product ion and refining, are major contr ibutors 
to the state's payrolls and employment . Manu-
factur ing industries related to the mineral indus-
tries cont inue to grow. Next to Florida, Louisiana 
has the smallest por t ion of its nonfarm labor 
force t ied to manufactur ing of any state in the 
Southeast. That characteristic has he lped mod-
erate business cycle swings in the state. 

The 1974-75 recession virtually bypassed the 
Pelican State, and the 1980 national recession 
was so concentrated that few bel ieve Louisiana 
exper ienced a down tu rn at all. Louisiana's labor 
markets are benef i t ing largely f rom its pet ro leum 
and natural gas explorat ion. Employment growth 
exceeded labor force growth by a w ide margin 
over the latter half of the 1970s, sharply reducing 
the state's unemployment rate. The state's coffers 
are flush w i t h revenue f rom severance taxes on 
its pet ro leum and natural gas discoveries, requir-
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ing less tax burden on local residents to provide 
publ ic services. The state has the lowest income 
tax of the 44 states w i th personal income taxes. 
Property taxes are also low by comparison. Mea-
sured per capita, or per $1,000 of personal 
income, Louisiana can lay its claim as a " land of 
paradise for its taxpayers." The state ranked 50th 
nationally in property taxes per capita and per 
$1,000 of personal income. 

Louisiana's populat ion growth ranked 22nd 
among the 50 states dur ing the last decade. 
There were 562,000 more people on its soil in 
1980 than 10 years earlier. Despite more rapid 
populat ion growth than the country in general, 
the state's economy was still able to raise its 
average standard of l iving by 174 percent com-
pared to only 143 percent for the nation. 

The state's population appears likely to continue 
its rapid growth. Expanding j ob opportuni t ies in 
the state's energy sectors, its low tax burden and 
living costs should cont inue to st imulate growth 
over the next couple of years. 

Between 1977 and 1980, Louisiana's per capita 
income rose from 84.2 percent to 87.5 percent 
of the national average—a significant improve-
ment. But per capita income growth ignores the 
reality that a dollar just doesn't go as far in big 
northern cities as it does in rural Louisiana 
parishes. Housing costs are obviously not as large 
in Louisiana as they are in N e w York and Massa-
chusetts; heating bills are higher in colder cli-
mates. Even the price of government—state and 
local taxes—is generally higher in northern states 
than those in the South. Whi le some highertaxes 
are just i f ied by better qual i ty services, a large 
propor t ion goes to amort ize long-term bonds 
and some is lost due to ineff iciency. Progressive 
federal income taxes bi te deeper in higher in-
come states even though such higher incomes 
don' t go as far as lower incomes in states w i th 
commensurate ly lower living costs. 

A recent study* shed some light on the issue by 
a t tempt ing to measure real per capita standard 
of l iving across the country. The conclusions 
generally support the popular belief that l iving 
costs are lower in Sunbelt states. W h e n dollar 
figures are adjusted to reflect dif ferences in l iving 

•First Chicago Weekly Report, October 1980. 

costs, the economic gap between the average 
Louisianan and his counterpart elsewhere narrows 
f rom 12 1 /2 to 4 percent. Furthermore, if we can 
realistically assume that national inf lat ion since 
1977 has gone up proport ionately in Louisiana, 
then the 174 percent increase in the state's per 
capita income be tween 1970 and 1980 wou ld 
place its typical citizen two-tenths of a percentage 
point above the national average. 

Since it is real income as opposed to dollars 
that attracts people, then in all likelihood, Louisiana 
will continue to attract 56,000 or so new residents 
per year over the next t w o years. Stepped-up 
deregulation of natural gas, stimulating the petro-
leum explorat ion bonanza, wi l l only speed the 
growth even more. 

Profiles of Major Industries 

Announcements of new and expanded indus-
trial investments were off slightly in the first six 
months of 1981 when compared to 1980. The 
number of new permanent jobs, however, was 
nearly twice the 1980 figure. A spokesman for 
the Louisiana Department of Commerce attribut-
ed the j ob growth to a change in the type of 
investment. Labor intensive industries appear to 
be taking a greater share of the recent invest-
ment pie, industries such as fabricated metals, 
food and kindred products, machinery, and trans-
portation equipment. The state's largest domestic 
employers are Western Electric in Shreveport 
and Avondale Shipyards in Avondale, wi th a com-
bined work force of 11,000 people. 

Mar ine construct ion is showing substantial 
vitality. Tidewater, Inc., plans to add 20 vessels 
valued at more than $50 mil l ion to its offshore oi l 
service fleet. Avondale Shipyards is gearing up 
for a new contract to bui ld three ocean tankers 
costing $300 mil l ion, w i th construct ion to get 
underway in 1982. Exxon wi l l use the tankers to 
haul chemicals, solvents, and lubricat ing oi l be-
tween its Gulf of Mex ico refineries and East 
Coast customers. 

Manufactur ing facilities in Louisiana are con-
centrated along the Mississippi River be tween 
Baton Rouge and N e w Orleans. Chemical pro-
cessing plants and pet ro leum refineries line the 
river banks. The Mississippi and its t r ibutary 
rivers give Louisiana more miles of navigable 
waterways than any other state in the country, an 
important consideration for the petrochemical 
industry. Exxon's refinery in Baton Rouge is the 
second largest in the country. 
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Louisiana per capita income growth should 
advance more rapidly than most other southern 
states due to expansion in high-earnings industries. 
However, the northern area of the state has been 
losing ground to south Louisiana. Parishes w i th 
strong connect ions to the pet ro leum refining 
industry cont inue to rank the highest in terms of 
income. 

Louisiana's petroleum industry, one of its largest 
sources of income, generates a very strong r ipple 
effect. Indirectly, according to the N e w Orleans 
Chamber of Commerce, the oi l and gas industry 
employs about 59,700 in support services and 
supplies in the N e w Orleans and River region. 
Construct ion and transportat ion are the t w o 
largest support categories. 

The el iminat ion of price controls on domest ic 
oil is increasing product ion as wel l as severance 
and related revenues for the state. Revenue is 
der ived from royalties, bonuses, and rentals 
col lected f rom publ ic land. Severance taxes 
imposed on oil and gas extracted f rom the 
ground also add up to substantial revenues for 
the state. 

Severance tax and royalty payments should 
show a considerable percentage increase in 
fiscal 1981-82 over fiscal year 1980-81 since 
price controls on the oil industry wi l l be in effect 
for 12 months, not just five. Total severance tax 
col lect ion in fiscal 1981-1982 should approach 
$ one bil l ion. 

Dril l ing activity has picked up as it becomes 
feasible to explore areas that previously were 
prohibitively expensive. The oil service industries 
should cont inue to expand in 1982 as the search 
for new oil and gas in the state turns to deeper 
levels. The out look for facilities that make and 
repair oi l f ie ld equ ipment cont inues to be bright. 

The 1973 oil embargo st imulated economic 
activity in Louisiana, but how long the prosperi ty 
wi l l last seems mostly dependen t on petro-
chemicals and chemicals. Particular chemical 
industries have been impacted by rising energy 
costs. Deregulat ion has dr iven up intrastate gas 
prices. Distribution problems are mounting. Along 
the New Orleans-Baton Rouge strip, chemical 
process industries have recently closed or are 
curtail ing some operations. 

Util i t ies that serve the chemical plants in 
southern Louisiana generate most of their power 
from gas-fired boilers. This heavy dependence 
on gas has forced up the price of industrial 
power. Louisiana wi l l have t rouble attract ing new 
industry in 1982 unless power rates are held 

Chart 1. Manufacturing Employment 
by Sector 

Louisiana - 1 9 8 1 

down. The subst i tut ion of coal for gas as an 
energy source appears to be an increasing possi-
bility. For example, D o w Chemical Company 
appears on the verge of using coal from northwest 
Louisiana to help meet the energy needs of its 
manufactur ing complex at Plaquemine. 

A new mineral for the state, coal, soon wi l l be 
mined in northern Louisiana. Companies have 
known of large lignite deposits in north Louisiana 
for many years, but until recently they considered it 
commercia l ly impractical to mine the minerals 
for conversion to energy. Rising prices of natural 
gas and other energy forms have given the 
deposits new value. 

Construction 

The value of total construct ion in Louisiana has 
continued growing steadily, with occasional surges 
generated by ut i l i ty projects and large off ice 
developments. Yet, the out look for residential 
construct ion in Louisiana in 1982 appears uncer-
tain. Single-family bui ld ing permits have been in 
a downturn . On a 12-month cumulat ive basis, 
single-family bui ld ing permits in October 1981 
had fallen 35.2 percent since the May 1978 
peak. On the other hand, mul t i fami ly bui ld ing 
permits issued in October (12-month cumulative 
basis) were just beginning to slip, fo l lowing 
modest expansion in late 1980 and early 1981, 
having recovered earlier in 1981 to just over 80 
percent of the June 1978 peak. Mul t i fami ly 
permits appeared to be t rend ing upward. Even 
though mul t i fami ly bu i ld ing permits decl ined 
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Chart 2. Manufacturing Employment 
Annual % Change 
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Chart 3. Total Personal Income 
Annual % Change 

slightly in late 1981, mul t i fami ly construct ion 
should remain relatively strong. 

Nonresidential construct ion in Louisiana has 
skyrocketed since the recession of 1980. From 
September 1980 to September 1981, square 
footage increased by 38 percent. The September 
level is near the state's al l-t ime peak thanks to an 
off ice and hotel bui ld ing boom. Nonresident ial 
construct ion may slow d o w n in early 1982 but 
wi l l still remain inherently strong, wai t ing for 
possible expansion late in 1982. 

Nonbuilding construction in Louisiana has been 
slowly ascending and the long-term t rend of 
increasing contract values wi l l probably cont inue 
in 1982, especially if interest rates decl ine. 

Construct ion emp loyment should cont inue 
growing wel l in to 1982 due to special projects 
such as the construct ion of coal terminals along 
the Mississippi River and preparations for the 
1984 Louisiana World Exposition in New Orleans. 

The nation's first deepwater port for unloading 
supertankers recently took its first delivery of 
petro leum. The superport represents nine years 
of work by Loop, Inc., the company that owns 
and operates the terminal. Loop is an acronym 
for Louisiana Offshore Oi l Port. The $700 mil l ion 
port seems certain to generate many benefits for 
Louisiana, including jobs and local revenues. The 
average supertanker will pay more than $900,000 
to have its $57 mi l l ion crude oil cargo unloaded 
and, for the bigger supertanker, the fee wi l l be 
more than $1.5 mil l ion. Foreign tankers wi l l 
unload crude oil at the port to be stored tempo-
rarily in caverns of the Clovelly Salt Dome. The 

port eventual ly should provide the cheapest way 
to unload crude oil in the Uni ted States. Several 
oi l companies have begun construct ing input 
stations near the Salt Dome site where they wi l l 
transfer oil as needed to their own pipel ines in 
Louisiana, Texas and the Midwest . 

Tourism 

Louisiana's tourism industry, which draws visitors 
f rom across the nation, has stagnated slightly 
since the 1980 recession. The generally sluggish 
national economy has kept the rate of increase to 
a m in imum over the past few years. If the 
economy picks up in 1982, though, the tourist 
sector should witness a healthier growth trend. 
In the first three quarters of 1981, some 2.15 
million tourists vacationed in Louisiana, 5 percent 
more than the 2.05 mil l ion recorded dur ing the 
first three quarters of 1980. New Orleans remains 
the most popular tourist destination. The Mard i 
Gras, held each February, accounts for many of 
N e w Orleans' tourists. Hotels are usually booked 
t w o years in advance for the event. The Sugar 
Bowl is another big attraction. The stadium holds 
70,000 and is always f i l led to capacity for the 
annual spectacle. In addi t ion to attracting vaca-
tioners, New Orleans is a major convent ion 
center for wh ich the majority of hotels are 
booked through 1985. 

The 1980 recession dampened air travel in 
Louisiana, as judged by decl ining deplanements 
at the state's major airport. Al though for several 
months of 1981 deplanements were ahead of 
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Table 1. How Louisiana and Its Seven Major Metropolitan SMSAs 
Fared During the Recent Period 
Changes in Total Employment 

1976-77 1977-78 1978-79 1979-80 1980-81 
Louis iana 90 ,627 74 ,269 55 ,941 48 ,101 30 ,572 

Alexandr ia 4 ,523 1 ,370 2 ,704 2 ,339 1,993 
Baton Rouge 5,971 4 ,022 4 ,914 6 , 2 7 4 4 1 ,590 
Lafayet te 1,008 6 ,548 5 ,467 7 ,128 6 ,005 
Lake Char les 2,557 4 ,178 3 ,526 2 ,857 - 1 4 
Mon roe 1,521 5 4 3 1,300 - 1 7 2 - 1 , 9 7 8 
New Or leans 21 ,267 7 8 8 1,384 - 2 , 4 5 7 - 5 , 9 7 7 
Shrevepor t 7 ,113 2 ,938 5 ,585 - 1 , 3 8 7 2 ,932 

Unemployment Rates 
12/76 12/77 1 2/78 12/79 12/80 12/81 

Louis iana 6.4 6.7 6.6 6.3 6.6 8.0 
Alexandr ia 7.7 7.6 7.9 7.5 8.7 9.7 
Baton Rouge 5.3 7.8 6.2 6.0 7.2 9.8 
Lafayet te 4.0 4.3 5.1 4.9 3.6 4.3 
Lake Char les 7.0 8.1 7.1 6.3 5.9 8.5 
Mon roe 7.0 6.4 7.3 7.0 8.6 9.4 
New Or leans 7.5 7.6 6.3 6.0 6.1 7.5 
Shrevepor t 6.5 6.1 6.4 5.6 6.9 7.3 

Source: U. S. Depar tment of Labor, Bureau of Labor Stat ist ics, At lanta, Georgia. 

1980, t he average for the year sti l l shows a 
decl ine. The n u m b e r of passengers arr iv ing in 
New Orleans reached 2.52 mil l ion through October 
1980. In the same n ine mon ths of 1981, the 
dep lanements had dec l i ned to 2.44 m i l l i on—a 
decrease of 3.2 percent . Because N e w Orleans is 
a major conven t ion center , the dec l ine in air 
traff ic has been less p ronounced than in many 
other southeastern cities. 

International Trade Activity 

Dur ing the last decade, U. S. fore ign t rade 
act ivi ty th rough Louisiana seaports e x p a n d e d 
rapidly. The value of U. S. wa te rbo rne expor ts 
through the N e w Orleans Customs Distr ic t— 
largely Louisiana por ts—grew to $19.3 b i l l ion in 
1980 f rom $3.5 b i l l ion in 1970 ; as a result, N e w 
Orleans j u m p e d ahead of N e w York to b e c o m e 
the largest customs distr ict for such exports. 

A strong increase in t he v o l u m e of exports, 
especially of coal and grain, appears l ikely in t he 
year ahead. Port off icials look for modera te (10 

percent) g rowth in grain exports; coal expor t 
growth, however , wi l l con t i nue to be strong as 
Japanese and European ut i l i t ies shift t o coal for 
t he p roduc t i on of electr ic i ty. 

N e w Orleans' annual average growth for exports 
and impor ts in the 1970s was 75 percent . The 
ports of N e w Orleans, Baton Rouge and Gramercy 
were responsible for more than four- f i f ths of t he 
fore ign t rade act iv i ty in the state in 1980. Ma jo r 
expor t commod i t i es f rom these ports we re bu lk 
agricul tural p roducts (soybeans, rice, corn, and 
prepared an imal feeds), chemicals, and, more 
recently, coal. Import commodi t ies chiefly include 
crude petro leum and its products, bauxite/alumi-
num, and iron-steel products. 

Louis iana-produced expor ts are substant ial ; 
more than 5 percent of Louisiana's manufac tur -
ing p roduc t i on is d i rect ly expor ted . Louisiana's 
expor t p roduc t i on st ructure features chemicals, 
f ood and k ind red products, paper, mach inery 
products, and energy-related products. In terms 
of special izat ion, Louisiana is nearly f ive t imes as 
expor t -o r ien ted as t he U. S. in chemica l and 
pe t ro leum products; Louisiana's paper and f o o d 
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industries are twice as export-or iented as the 
nation. Exports of machinery and fabricated 
metal products, especially of machinery for oil 
drill ing, sugar cane processing, mining, and con-
struction, are also important to the state's economy. 

The New Orleans Foreign Trade Zone, the 
second oldest in the nation and one of the largest 
in terms of dollar transactions, currently operates 
at full capacity. Planned expansion of the zone 
will boost international trade further. Commercial 
banks' international activity, wh ich has played an 
important role in the past in prov id ing services 
for the international business activity of the state, 
is also expanding. Currently, there are seven 
banking entit ies in Louisiana w i th international 
operations, all of them based in N e w Orleans. In 
1981, the first agency of a foreign bank was 
established in the state. 

Agriculture 

Nearly three-fourths of Louisiana's agricultural 
income comes from four major commodi t ies: 
soybeans, cattle, cotton, and rice. Soybeans alone 
account for approximately one-thi rd of the total. 
Thus, the out look for agriculture in Louisiana 
dur ing 1982 depends heavily on factors that 
affect the product ion and the demand for soy-
beans. 

Estimated income from Louisiana's crops was 
up in 1981, most notably f rom cotton, wheat, 
and rice. Soybean income decl ined because of a 
reduct ion in acreage that wasn't offset by in-
creased yields. In fact, dry weather in the latter 
port ion of the growing season cut sharply into 

Louisiana's soybean yields and left t hem only 
slightly improved from 1980's level. Crop incomes 
were also cut because prices dec l ined nearly 20 
percent f rom a year ago for cot ton and soybeans. 

Catt le producers, account ing for 15 percent of 
Louisiana's farm cash receipts, also had a poor 
year. The calf crop dec l ined by 3 percent f rom a 
year ago, and calf prices averaged nearly 20 
percent lower, ref lecting a relative abundance of 
pork and chicken and unprof i table margins for 
cattle feeders who have had slack demand for 
calves for placements in feedlots. 

Louisiana's agricultural ou t look for 1982 wi l l 
be less than bright unless demand for its agri-
cultural products improves. An improvement in 
international demand could lift prices of soy-
beans, cotton, and rice to prof i table levels. Crop 
shortages in Russia cou ld have an important 
inf luence on soybean prices before the next 
harvest season. Cot ton and rice prices wou ld 
also benef i t f rom stronger international demand, 
although, in both cases, unusually large supplies 
wi l l weigh heavily on prices unt i l excesses have 
been uti l ized. 

Catt le producers wi l l benef i t f rom an expected 
improvement in the general economy that should 
induce consumers to purchase more beef in 
1982. Further reduct ions in the calf crop could 
also take some pressure off the cattle market in 
the coming year. 

Farm costs could rise more slowly in 1982, if 
fuel costs don ' t increase. Cost relief wou ld help 
farmers get closer t o that break-even level in 
1982 which, at best, now appears to be a di f f icul t 
goal. 

—David M. Avery 
and Gene D. Sullivan 
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