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ABSTRACT

The study examines historical, social, and economic changes in three coastal areas -- South
Louisiana (Lafourche and Terrebonne parishes), Coastal Bend, Tex. (San Patricio County),
and Mobile Bay (Baldwin and Mobile counties) -- since 1930 and the roles of the offshore oil
industry in those change. The study areas included five counties or parishes and six
communities within the counties or parishes. Three issue areas and their relationship to
offshore oil and gas were analyzed -- changes in economic and social structure; community
landscapes; and work and education. Changes in economic and social structure were
examined at the county and parish level using time series data. Community landscapes and
work and education were examined at the community level using rapid ethnographic
techniques. Field work for the study was completed in June 1998.

The study found that while there are similarities across political boundaries in the GOM
region, there is no one story. Differences occur between and among counties. The impacts of
OCS oil and gas activities have varied among the study areas. Direct impacts have been felt
most keenly in the South Louisiana study area, particularly south Lafourche Parish, an area
with strong ties to marine resources -- both fish and oil. Direct impacts are evident to a lesser
extent in San Patricio County. Baldwin and Mobile counties are relative newcomers to
coastal counties adjacent to oil and gas activities. Impacts in these two counties are less
evident than in the other study areas. Oil and gas impacts were found to differ within the
study areas as well as among them. The study areas were exposed to changes from a variety
of sources during the study’s period of interest. OCS-related activities and regulations were
only one and were not the driver for all that occurred. Federal policies (e.g., GI Bill and
access to education; altered perceptions of returning World War II veterans towards racial
and ethnic tolerance; civil rights movement and school desegregation; and connecting the
country through development of the Interstate highway system) have driven much of the
change in the study areas. The similarities across the study areas often relate to the national,
although non-MMS related, policies. With few exceptions, OCS oil and gas activity has not
altered historic patterns in education and work in the GOM. The decline in oil and gas
activities in the mid-1980's brought change to the economies and to individuals most directly

affected by the offshore oil and gas industry -- Lafourche and Terrebonne parishes and to a
lesser extent, San Patricio County.

DISCLAIMER

This report was prepared under contract between the Minerals Management Service (MMS)
and TechLaw, Inc. This report has been technically reviewed by MMS and it has been
approved for publication. Approval does not signify that the contents necessarily reflect the
views and policies of the Service, nor does mention of trade names or commercial products
constitute endorsement or recommendation for use. It is, however, exempt from review and
compliance with the MMS editorial standards.
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1.0 Introduction
1.1 Study Objective and Background

By dint of fate or good fortune, the Gulf of Mexico (GOM) has a large share of the country’s
known offshore oil and gas resources and had a head start in developing those resources. The
offshore oil industry developed locally much of the technology needed to push further into
the Gulf of Mexico and other parts of the world in search of energy resources. This inciuded
the many support industries that service offshore oil exploration, development, and
production. The region developed support systems in terms of community infrastructure.
Many local residents developed or adapted job skills to the industry’s needs.

Much has been written about the offshore oil and gas industry in the GOM, but the economic
and social effects are not fully understood. The objective of this study then is to enhance the
understanding and document the relationship between Outer Continental Shelf (OCS)
development and the economies, communities and households of the GOM region. The study
examines regional change in the GOM since 1930 and the offshore oil industry’s role in those
changes. To do this, the study:

. Identifies social and economic trends and compares and contrast these trends with the
region and the nation

. Analyzes factors behind the trends

. Contextualizes the findings in terms of the history of the South and appropriate

comparative literature

This is the second part of a two-phased project to provide a baseline of the social and
economic consequences of OCS development on Gulf Coast communities. Phase I of the
study entitled, Socioeconomic Baseline Study of the Gulf of Mexico Region, was prepared by
the Coastal Marine Institute (CMI) at Louisiana State University. It is a database of various
census and related data sets of more than 3,000 variables from 1930 to 1990 for the more
than 500 counties in Alabama, Florida, Louisiana, Mississippi, and Texas. The current
project, or Phase Il of the baseline study, examines historical, social, and economic impacts
of OCS development on GOM selected coastal communities. A secondary objective of the
project was to enhance the understanding of the study of offshore oil and gas impacts through
the use of the analytical approaches used in history, anthropology, and economics and
integration of the results of these analyses.

1.2 Analytical Framework

A summary of the literature on resource-dependent communities categorized the previous
studies as focusing on one of the following: analysis at a consistent level of aggregation;
longitudinal studies; determining the relationship of local production and social change; and

comparative and descriptive analyses (Machlis et al., 1990). This study, by design, has
elements of all of the above.
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The study is multi-disciplinary drawing from economics, cultural anthropology, and history,
and as such uses both quantitative and qualitative methods. It sidesteps the difficulty in
defining community (Wilkenson, 1986) by focusing on two geopolitical units -- the county,
or parish in the case of Louisiana, and one or more subcounty areas (referred to as
communities in the report) of the county or parish. It is a longitudinal study covering the
time period 1930 to 1998, although, as will be seen throughout the report, the coverage is
sometimes uneven because of data unavailability. It analyzes the relationships of offshore oil
and gas to three issue areas -- changes in community economic and social structure;
community landscapes; and work and education -- within three study areas. Finally, the
study uses descriptive and comparative techniques to place the trends and impacts in the
broader context of the regional setting, of the South. By design, the study was as much
testing an analytical approach as it was assessing impacts from offshore oil and gas
development on GOM coastal communities. A description of the study’s methodology is
included in Appendix A.

The multi-disciplinary nature of the study is seen in a number of ways, including the use of
quantitative and qualitative methods and the treatment of the issue areas. The assessment of
changes in community economic and social structure, which includes a causality analysis,
focuses solely on the county and is based on a quantitative analysis of secondary sources of
data. The economic and social variables used draw heavily from environmental and social
impact assessment literature and the literature of rural sociology and environmental
sociology. Reflecting the economics discipline on which it was based, the analysis of
changes in economic and social structure is written impersonally from the third person point
of view. In contrast, the analyses of community landscapes and occupation and educations
were based on local documents and discussions with a non-random sample of individuals
using ethnographic techniques. The first person point of view used in anthropology can be
seen in the discussion of community landscapes. Woven into all the issue discussions is a
historical overview, which takes the impersonal, arm’s length view. The differences in the
presentation styles of the three issue areas highlights the multi-disciplinary nature of the
study. The approach also provides three different ways of looking at the region: (1) a
historical overview based broadly on published materials; (2) a county-level analysis of time
series data based on published data sets; and (3) community/study area and issue case studies
based on local materials and discussions with individuals.

A further note about the use of history in the study is warranted. The history of the South is
one of the contexts in which the study is placed. This leads to the question: what is the
South? There are many definitions, including that of the U.S. Census Bureau that posits a
region that includes Delaware and Maryland. However, most historians define the South that
slavery, secession, and segregation made: the 11 former Confederate States (Virginia, North
Carolina, South Carolina, Georgia, Florida, Tennessee, Alabama, Mississippi, Louisiana,
Texas, and Arkansas). Many also include Kentucky. The South in this report refers to those
12 States. As will be seen in the report, the lower or Deep South (Alabama, Mississippi,
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Louisiana, South Carolina, and Georgia) is sometimes differentiated from upper South States.
Texas and Florida are mostly included among in the upper South States, despite their
geographic distance from these States. The history of the South that is woven throughout the
report is a blend of the region as a whole and the lower portion. To set the stage for the 1930
to 1998 time frame of the study, a longer view of history was taken. The history portion of
the study begins in 1870. As will be seen, the time periods of Southern history are not the
same as those for the offshore oil and gas industry in the Gulf of Mexico.

It should be noted that the field work for the study was conducted between October 1997 and
June 1998. Thus, the field work was completed prior to the downturn in oil prices
experienced later in 1998 and the more recent upturn.

1.3 The Study Areas

The study focused on three areas that were selected in a three-part process. First, a cluster
analysis was used to identify groups of similar counties/parishes based on variables from the
Socioeconomic Baseline Study of the Gulf of Mexico Region prepared for the Minerals
Management Service (MMS) by Louisiana State University. The cluster analysis was run
using the year with the most complete data set in the baseline database, 1990. Data contained
in the data set were organized in terms of demography, age, education, civil employment,
establishments, income, and government finance and employment. The broad categories
provided a basis for determining the groupings of counties/parishes. Eventually, the cluster
analysis identified eight groupings of counties/parishes. Then, expert opinion from MMS,
the research team, and the study’s Scientific Review Board (SRB) was used to select five
study counties/parishes from four of the clusters.! The five counties/parishes were the focus
of the regional trends analysis. The ethnographic work was conducted in six communities
within these counties/parishes. The communities were selected following scoping trips and
using expert opinion from MMS, the research team, and the SRB. The study area
counties/parishes and communities are shown below in Table 1-1 by study area name and the
study areas are shown visually in Figure 1-1.

It should be noted that none of the study area counties is classified as rural on the rural-urban
continuum developed by the U.S. Department of Agriculture, Economic Research Service
(1989). All study area counties are metro counties. Baldwin, Mobile, and San Patricio
counties are classified as counties in metro areas of 250,000 to 1 million population.
Lafourche and Terrebonne parishes are classified as counties in metro areas of fewer than
250,000 population. More than half of the 74 Gulf Coastal counties are classified as metro
counties. Of the 24 non-metro counties, only 2 [Dixie (Florida) and Kenedy (Texas)] are

Lafourche and Terrebonne parishes are in the same cluster.
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The Study Areas

classified as completely rural. As will be seen, subareas of an otherwise metro county,
including communities within the study area counties, can be quite rural in character.

Table 1-1. Study area counties and communities.

South Louisiana Study Area
Area

Coastal Bend Texas Study

Mobile Bay Alabama Study
Area

- Lafourche Parish, La.

- San Patricio County, Tex.

- Baldwin County, Ala.

-- Galliano -- Ingleside -- Gulf Shores
- Terrebonne Parish, La. - Mathis - Mobile County, Ala.
- Schriever -- Theodore

1.3.1 South Louisiana Study Area

The South Louisiana study area, Lafourche and
Terrebonne parishes, is located in the south central
part of the State (see Figure 1-2). Terrebonne Parish
(meaning good land) borders the Gulf of Mexico and
is the second largest parish in the State in terms of
land area. Houma, the largest town and parish seat,
is about 60 miles from New Orleans. Houma is
located on the Intracoastal Canal and connected to
the Gulf of Mexico by the Houma Navigational
Canal. Lafourche Parish borders Terrebonne Parish
to Terrebonne’s north and east. It is named for the
bayou that cuts through it. Until 1822, Lafourche
and Terrebonne were one unit (Lafourche Parish).

Parish Lafourche
Parish

Figurc 1-2. South Louisiana study arca.

Thibodaux is Lafourche Parish’s largest town and the parish seat. The study area
communities were Galliano in Lafourche Parish and Schriever in Terrebonne Parish. (See

Figure 1-3 for a map of the two parishes.)

The area’s natural features, which vary from marshland, waterways, and bayous in the
coastal areas and to flat agricultural lands in the north, have helped to shape settlement
patterns and development. The area, along with Southwest Louisiana, has historically been
the primary staging and support area for offshore oil and gas exploration and development.
The Port of Fouchon, a shallow draft port at the mouth of Bayou Lafourche on the Gulf of
Mexico, is a major onshore staging area for OCS oil and gas activities in the Central and
Western Gulf of Mexico and the land fall for the Louisiana Offshore Oil Port. The port has
experienced a rapid growth of OCS activities since the interest in deepwater prospects.
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The Study Areas

The settlers in the area also help set it apart from other parts of Louisiana and the region.
Settlers like the Houma Indians, for whom the town of Houma was named, were drawn to
the area by its remoteness. French, Spanish, English, and Germans farmers settled in the
area in the early 1700's. French Acadians, forcibly exiled by the British from present day
Nova Scotia settled in the area in the mid-1700, again drawn to the area in part because of its
remoteness. Descendants of this group of people are called Cajuns. Anglo-American
planters arrived in the 1800's bringing African slaves to work the plantations. Traditionally,
the area has had strong ties to agriculture, fishing, and trapping. These ties are still evident
in the area, but regionally are no longer the mainstay of the economy.

Table 1-2 serves as an introduction to some general characteristics of the South Louisiana
Study Area parishes and communities in 1990.

1.3.2 Coastal Bend Texas Study Area " - -

The Coastal Bend Texas study area is San Patricio
County, located across Corpus Christi Bay from the
city of Corpus Christi in Nueces County (see Figure
1-4). Corpus Christi is the 8th largest city in Texas.
The city, once a farming and ranching center, is now
a major shipping point and an important center for -
petroleum and natural gas processing. The -
construction of a deepwater channel to the Gulf of
Mexico in 1926 opened the Port of Corpus Christi to
oceangoing vessels and spurred industrial
development. In addition to the port, Corpus Christi |
Bay is a major coastal recreational area. San Patricio |
County, now one of the smaller counties in Texas, l
once encompassed the territory that included what is
now Nueces County as well as that of two other counties, Live Oak and Bee counties.
Portland is the largest city (1997-14,200 est.) in San Patricio County. Sinton, established as
a station on a railroad, is the county seat. Mathis, an interior town, and Ingleside, a coastal
town, were the study area communities. (See Figure 1-5 for a map of the county.)

Figure 1-4. Coastal Bend, Texas study area. i

The cultural and social character of San Patricio County has been influenced by two groups
of settlers. In the early 1800's, about 200 Irish Catholic families were settled in the area
under an agreement between two individuals and the government of Mexico. In the early
1900's, land agents advertised San Patricio County property to prospective farmers.
Trainloads of laborers were brought from Mexico to ready the land for farming. Many of
the laborers stayed to work in the fields. In addition to farming, the oil and gas industry has
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Table 1-2. South Louisiana: general characteristics, 1990.

Lafourche Parish [Galliano CDP |Terrebonne Parish [Schriever CDP
Characteristic
Total Population 85,788 4,294 97,048 4,958
Age
% Under 18 30.1% 28.3% 32.4% 31.1%
% 65 Years and Older 9.3% 10.1% 8.3% 6.8%
Households
Total 28,835 1,504 31,837 1,642
Persons Per Household 2.93 2.86 3.02 3.02
Race (Percent)
White 84.3% 94.6% 79.5% 78.8%
Black 12.5% 0.3% 17.1% 19.6%
American Indian, Eskimo, or Aleut 2.2% 4.3% 2.7% 1.0%
Asian or Pacific Islander 0.8% 0.6% 0.7% 0.6%
Other Race 0.2% 0.2% 0.3% 0.1%
Hispanic Origin of Any Race (Percent) 1.5% 1.8% 1.4% 1.1%
Educational Attainment (Persons 25 Years and Older)
% High School Graduate or Higher 56.2% 47.1% 59.6% 62.0%
% Bachelor's Degree or Higher 10.0% 52% 9.4% 9.2%
Housing
Total Number of Units 31,332 1,624 35,416 1,813
% Owner Occupied 75.7% 85.2% 73.2% 75.5%
Employment (Persons 16 Years and Over)
Civilian Labor Force 35,020 1,651 38,507 2,108
Employed 32,168 1,521 35,356 1,985
% Employed 91.9% 92.1% 91.8% 94.2%
Unemployed 2,852 130 3,151 123
8.1% 7.9% 8.2% 5.8%

% Unemployed

CDP - Census Designated Place

Source: U.S. DOC, BOC, 1999.
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The Study Areas

been part of the county’s economy since the early 1900's. The military also has had a
significant presence in the Corpus Christi Bay area, in general, and more recently in San
Patricio County.

Table 1-3 serves as an introduction to some general characteristics of the Coastal Bend
Texas Study Area, San Patricio County and Mathis and Ingleside, in 1990.

1.3.3 Mobile Bay Study Area

I[‘ 7 T

The Mobile Bay study area, Baldwin and Mobile A 5
counties, is located in the southwestern portion of the | ‘; T 4 Yo \ ‘
Alabama (see Figure 1-6). The counties are opposite l =~ J{J , yl;jk i |
each other across Mobile Bay. The eastern portion of | " =N A R |
Baldwin County borders Florida and the western BTN gl

portion of Mobile County borders Mississippi. Their | s N
southern border is the Gulf of Mexico. These are the S
only two coastal counties in Alabama. Baldwin is :
the larger of the two counties in turns of square miles L4
(and the largest in the State), while Mobile is larger '
in terms of population. Mobile County is the second
largest county in the State in terms of population. Mobile
Both counties were established in the early 1800's County
while still part of the Mississippi Territory. The city Figurc 1-6. Mobilc Bay study arca. |
of Mobile is the county seat in Mobile County. Bay '
Minette is the county seat in Baldwin County. The study communities were Theodore in

Mobile County and Gulf Shores in Baldwin County. (See Figure 1-7 for a map of the two
counties.)

— Baldwin County

Coastal resource-dependent industries in this area include tourism, marine recreation,
commercial fishing, and, most recently, offshore gas. Large quantities of natural gas were
discovered in Alabama’s offshore waters in 1979. Baldwin County especially has a strong
tourism economy and has a large retiree population. The important commercial fishing
industry in the area is located in southeastern Mobile County. The Port of Mobile, the largest
seaport in Alabama, is also in Mobile County. The military has had a long presence in the
area. The build up and downsizing of military installations has handed the area some special

challenges. The area’s second port, Mobile Middle Bay Port, is the former Naval Station
Mobile.

Table 1-4 serves as an introduction to some general characteristics of the Mobile Bay Study
Area counties and communities in 1990.
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Table 1-3. Coastal Bend, Texas: general characteristics, 1990.

San Patricio County Ingleside Mathis

Characteristic
Total Population 58,818 5,696 5,423
Age

% Under 18 32.3% 33.3% 36.9%

% 65 Years and Older 10.4% 8.4% 10.8%
Households

Total 18,776 1,867 1,481

Persons Per Household 3.10 3.05 3.63
Race (Percent)

White 76.3% 83.1% 47.3%

Black 1.6% 1.2% 1.5%

American Indian, Eskimo, or Aleut 0.4% 0.6% 0.3%

Asian or Pacific Islander 0.3% 0.3% 0.1%

Other Race 21.4% 14.8% 50.7%

Hispanic Origin of Any Race (Percent) 50.7% 30.1% 88.4%
Educational Attainment (Persons 25 Years and Older)
% High School Graduate or Higher 60.6% 59.9% 34.5%
% Bachelor's Degree or Higher 11.0% 9.7% 2.7%
Housing
Total Number of Units 22,126 2,274 1,673
% Owner Occupied 68.3% 61.9% 69.7%
Employment (Persons 16 Years and Over)

Civilian Labor Force 24,620 2,534 1,844
Employed 22,339 2,316 1,565
% Employed 90.7% 91.4% 84.9%
Unemployed 2,281 218 279
% Unemployed 9.3% 8.6% 15.1%

Source: U.S. DOC, BOC, 1999.
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Table 1-4. Mobile Bay, Alabama: general characteristics, 1990.

Baldwin County|Gulf Shores |[Mobile County|Theodore CDP

Characteristic
Total Population 98,280 3,261 378,643 6,509
Age

% Under 18 26.0% 17.0% 28.5% 29.6%

% 65 Years and Older 15.1% 26.1% 11.8% 9.3%
Households

Total 37,044 1,435 136,899 2,247

Persons Per Household 2.62 222 2.71 2.86
Race (Percent)

White 86.0% 99.4% 67.3% 74.2%

Black 12.9% 0.0% 31.1% 25.2%

American Indian, Eskimo, or Aleut 0.6% 0.2% 0.5% 0.3%

Asian or Pacific Islander 0.2% 0.2% 0.9% 0.3%

Other Race 0.2% 0.2% 0.2% 0.0%

Hispanic Origin of Any Race (Percent) 1.0% 0.6% 0.8% 0.3%
Educational Attainment (Persons 25 Years and Older)
% High School Graduate or Higher 73.2% 87.3% 70.1% 60.7%
% Bachelor's Degree or Higher 16.8% 22.1% 15.5% 5.6%
Housing
Total Number of Units 50,933 4,976 151,220 2,451
% Owner Occupied 78.4% 71.3% 66.8% 75.0%
Employment (Persons 16 Years and Over)

Civilian Labor Force 45,480 1,222 170,321 3,048
Employed 43,005 1,190 155,065 2,840
% Employed 94.6% 97.4% 91.0% 93.2%
Unemployed 2,475 32 15,256 208
% Unemployed 5.4% 2.6% 9.0% 6.8%

CDP - Census Designated Place

Source: U.S. DOC, BOC, 1999.
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14 Emerging Themes

From the brief introduction to the study areas emerge at least two themes which will re-
emerge in later issue chapters. These themes are highlighted below and then revisited in the
issue chapters and again in the synthesis of findings.

The first of the emerging themes is that there are similarities as well as dissimilarities among
the study area counties/parishes. This is illustrated in Table 1-5 which provides a
comparison of selected county/parish characteristics.

In terms of square miles, Baldwin County is the largest; San Patricio County is the smallest.
Mobile County started out as the largest study area county in terms of population (118,363)
and remains so. In contrast, the population in the other study area counties ranged between
24,000 and 32,400 in 1930. Baldwin County, in 1995, had about the same population size as
Mobile County had in 1930. The population in Terrebonne Parish in 1930 was smaller than
that in Lafourche Parish, but that changed in the 1950s. San Patricio County had the
smallest population in 1930 and remained behind the others in terms of population in 1995.

Baldwin County has a large retiree population in comparison to the others study area
counties.

All of the study area counties are predominantly white; this has changed little over time.
The population of Baldwin County has become increasingly white since 1960, while that of
Mobile County has remained about the same. The proportion of white population decreased
some in Lafourche and Terrebonne parishes, while San Patricio County experienced a 22
percent decline in white population between 1960 and 1990. San Patricio County also had
the lowest proportion of blacks in 1960 and 1990.

Peak mining employment and earnings in all counties occurred in 1981 or 1985/1986. Peak
employment occurred in 1995 for all study area counties, except Terrebonne Parish where it
occurred in 1981. Peak earnings occurred in 1995 in Baldwin and Mobile counties, in 1981
in Lafourche and Terrebonne parishes, and in 1986 in San Patricio County. Peak mining
employment and earnings was greatest among the counties in Terrebonne Parish.

All the counties had the same major employment sectors in 1995: services, retail trade, and
government, although not always in the same order. Services was the common major source
of earnings among the five counties. Other major sources varied by county but include
government, retail trade, transportation and utilities, and mining (Terrebonne Parish).

The second emerging theme in the description of the study areas is that there are similarities
as well as dissimilarlies within the study area communities and the counties in which they

are located. One of the purposes of examining community-level impacts was to identify the
similarities or differences between subcounty areas and the county. This theme is illustrated
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Table 1-5. Comparison of selected characteristics of study area counties.

Lafourche Terrebonne San Patricio | Baldwin Mobile
Parish Parish County County County
Sq. Miles 1,084.8 1,255.1 691.8 1,596.5 1,233.4
Farms
Acreage (1000)
1945
1969 222 116 335 277 185
1997 205 100 435 309 169
135 53 406 166 121
Population
1930 32,419 29,816 23,836 28,289 118,363
1940 38,615 35,880 28,871 32,324 141,974
1950 42,209 43,328 35,842 40,997 231,105
1970 69,233 76,212 47,337 59,474 318,311
1990 85,788 97,048 58,818 98,922 379,135
1995 87,348 100,645 66,741 119,373 394,420
Age Structure
1950
0-19 44.7% 46.3% 46.7% 39.8% 33.8%
20-59 47.3% 46.0% 46.3% 49.0% 57.8%
60+ 8.1% 7.7% 7.0% 11.2% 8.4%
1970
0-19 46.1% 47.7% 46.3% 40.5% 41.8%
20-59 45.1% 44.6% 43.2% 44.3% 46.3%
60+ 8.8% 7.7% 10.6% 15.1% 11.9%
1990
0-19 33.5% 35.5% 35.7% 28.8% 31.6%
20-59 53.7% 52.6% 49.6% 50.7% 52.3%
60+ 13.0% 11.9% 14.7% 20.4% 16.1%
Racial
Composition
1960
White 87.8% 79.5% 98.1% 79.0% 67.7%
Black 11.8% 17.1% 1.8% 21.0% 32.1%
1990
White 84.3% 77.4% 76.3% 86.1% 67.3%
Black 12.5% 16.5% 1.6% 12.9% 31.1%
Section 1.0 15 Introduction
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Table 1-5. Comparison of selected characteristics of study area counties (cont’d).

Lafourche Terrebonne | San Patricio | Baldwin Mobile
Parish Parish County County County
Educational
Attainment
(Persons 25
Years and
Older)
1940
High School or 10.1% 10.3% 22.6% 15.8% 22.4%
Higher
1970
High School or 31.3% 35.6% 38.4% 40.6% 42.6%
Higher
1990
High School or 56.2% 59.6% 60.7% 73.2% 70.1%
Higher
Peak 35,357 54,008 21,499 54,321 206,917
Employment
1969 to 1995 1995 1981 1995 1995 1995
Peak Mining 2,084 9,600 1,437 271 1,362
Employment
1969 to 1995 1981 1981 1986 1985 1981
Peak Earnings $923.7 million | $1,864 million $579 million | $1,056 million | $5,722 million
1969 to 1995
1981 1981 1986 1995 1995
Peak Mining $90.8 million $500 million $53.5 million $8.1 million $51.7 million
Earnings 1981 1981 1986 1985 1981
Major Services Services Government Services Services
Employment Government Retail Trade Services Retail Trade Retail Trade
Sectors 1995 Retail Trade Government Retail Trade Government Government
Major Earnings | Government Services Government Services Services
Sectors 1995 Services Mining Manufacturing | Government Manufacturing
Transportation | Retail Trade Services Retail Trade Government
and Utilities

Source: Tables 4-2, 4-3, 4-4, 4-5, 4-8, 4-9,4-13, 4-15, 4-17, 4-18, 4-21, 4-22, and LSU,

1996.
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Emerging Themes

in Tables 1-1 through 1-3. Some of the communities studied reflect county-level
characteristics. For example, the Schriever Census Designated Place (CDP), which by
population accounts for about 5.1 percent of the county, is fairly similar to Terrebonne
Parish according to the characteristics highlighted in Table 1-1. The proportion of
children is similar (32.4 percent for the Parish and 31.1 percent for Schriever; the same
number of persons per household for the Parish and the community (3.02); similar racial
composition (77.4 percent white for the Parish and 78.8 percent white for the
community).

Other communities are quite dissimilar to county-level characteristics. For example, Gulf
Shores has a much larger proportion of elderly population and white population than the
county in general. Household size is smaller, and educational attainment is higher in
Gulf Shores than in the county in general. This illustrates that neither counties nor
communities are homogeneous entities, although some tend to be more so than others.

1.5 Report Organization

The report is structured into eight sections and two appendices. A brief overview of each
of the subsequent sections follows.

Section 2 presents an overview of the region’s history since the late 19th century.
Structured into three time periods (1870 to 1930; 1930 to 1965; and 1965 to the present),
the section introduces several of the recurring themes that emerge again in later sections.
These themes include transportation, federal policy, and changes in economies. The
section includes highlights from the history of offshore oil and gas activity, but is not a
history of the offshore industry.

Section 3 presents oil and gas activities in the Gulf of Mexico from the broad regional
perspective and then the narrower view by State. Six oil and gas indicators are used:
Sales volume of crude oil, sales value of crude oil, price of crude oil, sales volume of
natural gas, sales value of natural gas, and price of natural gas.

Section 4 presents a discussion of economic and social trends in demographics, economic
structure, personal economy, and social indicators in the three study areas. The section
focuses on the study area counties or parishes and draws heavily from approaches to
environmental and social impact assessments.

Section 5 presents the results of the statistical analyses of social and economic
consequences of OCS oil and gas activities in the gulf. It examines the relationship of oil
and gas activity indicators and the social and economic structures of the study area
counties or parishes.
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Section 6 addresses the fabric of the study communities from the land and resource use
perspectives, referred to as landscapes. Five types of landscapes are highlighted:
agricultural, industrial, maritime, leisure, and military.

Section 7 focuses on the evolution of education and work in the study communities. OCS
oil and gas activity affected education and work in Gulf communities in the period of rapid
industrialization that followed World War II. The section uses industrialization and
institutionalization as the organizing mechanisms, highlighting three types of
industrialization: coastal communities and industrialization in seafood and agricultural
economics, internal communities and industrialization in agricultural economies, and
communities with no industrial activity.

Section 8 synthesizes the findings from the issue areas examined and compares and

contrasts them with appropriate literature drawn from a wide range of topics. It also
identifies unanswered questions relating offshore oil and gas activities to social and

economic changes

Appendices. Appendix A describes the methodology used to complete the study.
Appendix B provides statistical tables for the five Gulf of Mexico States and the nation.
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2.0 The Gulf Coast Region: A Historical Overview 1865 to the Present

2.1 Introduction

This section presents an overview of the region’s history since the late nineteenth century.
This is the historical context within which the impacts of offshore oil and gas development
occurred. The section is structured into three time periods (1870-1930; 1930-1965; and 1965-
present). While the focus of the study is the period since 1930, the historical context begins in
the late 1800's in order to set the stage for what follows in the study’s period of interest. The
section introduces several themes that recur in later sections. Key among these are: the
region’s attributes of nature, of the population, and of the social and political structure; global
forces felt at the local level,; shifts in economies over time; Federal policies and their
implementation at the local level; and manifestations of tourism and leisure activities. The
section outlines major events in the development of the offshore oil and gas industry in the
GOM,; in order to highlight them and to place them in the greater historical and regional
contexts. A time line of simultaneously occurring events in world oil and the Gulf of Mexico
region (both oil and non-oil events) is shown in Table 2-1.

2.2 The First New South: 1870 to 1930
2.2.1 The Railroad and Economic Development

The initial economic breakthrough of the gulf region after the Civil War occurred as a result of
the railroad. The railroad was the great arbiter of late nineteenth century American
development. Those places located on the rail line prospered, those off the line faded away. It
was not enough to have tracks by every front door; they had to lead somewhere important, like
a major city or port. Before the Civil War, the South built hundreds of miles of track; during
the 1850's, several southern States outpaced their northern rivals in rail construction. While
northerners built a railroad system, southerners built railroads: lines with dozens of different
gauges extending from city to farm but not often to other cities. Not until the mid-1880's,
under the direction of northern entrepreneurs, did southern railroads finally receive a uniform
gauge. The massive destruction during the Civil War and the difficulty of constructing lines
in an impoverished region after the war hampered southern economic development. By the

1880's, with the help of northern and foreign capital, rail lines penetrated the Gulf Coastal
Plain.

The arrival of railroads freed lumber companies from the numerous rivers near the gulf.
Instead of buying a few hardwoods from farmers, lumber companies hired scores of
workersand cut far more trees off the land. By the 1890's, it was not unusual to see sawmills
popping up every 5 miles or so alongside the railroad tracks. In 1870, the South produced 11
percent of the nation’s lumber; by 1910, the South’s share exceeded 45 percent even though
vast stands of timber were being harvested in the Pacific Northwest (Williams, 1989; Baker,
1983; Hickman, 1962; and Perloff, 1960).
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Table 2-1. Time line.

The First New South: 1870 to 1930

1870-1930

World Oil-Related Events

1870 — John D. Rockefeller formed Standard
Oil Company

1882 — Thomas Edison demonstrated
electricity

1896 — Henry Ford built his first car

1903 — Wright Brothers’ first flight

1907 — First drive-in gasoline station it
opened in St. Louis

1908 — Qil discovered in Persia; led to
Anglo-Persian (later British Petroleum)

1914-1918 — World War I and mechanization of
the battlefield

The First New South

Railroads

Agriculture c

5 By 1880s, Guif Coastal Plain served by rail 1880s — wheat farming adapted to rice

'gn lines resulting in among other things: growing

f Growth of the lumber industry 1894 — boll weevil infestation which led

E eventually to the emergence of peanuts and

@ Tourism and industrial (cigar making) soybeans as cash crop alternatives

E development in Florida

o Boom-bust cycle of livestock in Texas (mid

= Gulf Coast of Texas linked to northern 1880s)

5 Texas (1873) and by the late 1870’s,

Houston connected to St. Louis and the East
Coast
1901 — first major oil reserve discovered at Late 1920’s — Texas Company (which
= Spindletop (Texas) became Texaco) leased large tracts of marsh
5 from the Louisiana Land and Exploration
= 2| 1910 — Gulf Oil successfully bid for oil Company and submerged lands under
o *g leases on Caddo Lake in northwestem continuous lakes and bayous from the State
o .. . .
15 ?: Louisiana and, along with Summerland, of Louisiana
= - California, started the offshore technology
& & | forthe oil industry
cQ
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Table 2-1. Time line (cont’d).

The First New South: 1870 to 1930

1930-1934

1932 — Oil discovered in Bahrain
1933 — Franklin Roosevelt became President of the United States
Adolf Hitler became Chancellor of Germany

Standard of California won concession in Saudi Arabia

1934 — Gulf and Anglo-Iranian gained joint concession in Kuwait

World Oil-Related Events

to nearby towns/cities and then after World
War II, to northern cities

Work Progress Administration (WPA) and
Public Works Administration (PWA) provided
southern communities with infrastructure (e.g.,
sewer and water) and farm-to-market asphalt
roads; WPA assisted commercial fishing
industry

*Gulf Of Mexico Region

The Federal Era
1933 — Agricultural Adjustment Act (AAA) Rural Electrification Administration extended
passed initiating the transformation of southern electricity into rural areas of Alabama,
agriculture; displaced farm laborers moved first Mississippi, and Louisiana

1930 — Discovery of East Texas Field; triggered
regulatory mechanism in place until 1973

1933 — submersible drilling barge introduced by the
Texaco Company; this was the technological
breakthrough that facilitated exploration in shallow
coastal waters

Offshore Oil and
Gas Industry

First attempt to drill an offshore well (on a Louisiana
state lease)
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The First New South: 1870 to 1930

I —
Table 2-1. Time line (cont’d).

1935-1939

World Oil-Related Events

1935 — Mussolini invaded Ethiopia; League
of Nations failed to impose oil embargo

1936 — Hitler remilitarized Rhineland and
prepared for war, initiated a major synthetic
fuels program

1938 — Qil dfscovered in Kuwait and Saudi
Arabia

1939 — World War II began with German
invasion of Poland

Gulf Of Mexico Region

The Federal Era (cont’d)

1935 — Wagner Act passed giving Federal
approval to organize labor

National wage and labor standards imposed;
southern economy began to be integrated
into the national economy

Roosevelt administration made a significant
effort to improve the southern economy

Offshore Oil and
Gas Industry

1936 — State Mineral Board created in
Louisiana to lease waters adjacent to the
State

1937 — First well to produce hydrocarbons
from the Gulf of Mexico (Creole Field off of
Louisiana)

1938 — First platform in the open Gulf;
drilling support for crew provided from
shore i
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Table 2-1. Time line (cont’d).

The First New South: 1870 to 1930

1940-1944

World QOil-Related Events

1940 — Germany overran Western Europe
United States put limits on gasoline
exports to Japan

1941 — Japan attacked Pearl Harbor

The Federal Era (cont’d)

For strategic, climate, and political reasons,
many defense installations and military

Economic boom from World War II

g bases located in the South Consumer spending power increased among
) civilian population
& Growth of shipbuilding and other war-
o related activities along the Gulf Coast Manpower shortages and federal agricultural
E resulted in dramatic population increases, policies accelerated the mechanization in the
E racial tensions and riots, and improved road Gulf Coast States
= systems
@)
]
=
Q
1941 — 25-mile stretch of pipeline across Offshore living quarters and concentrated work
- Lake Pontchartrain used to move oil from well periods increased
§ to refineries. Early lay-barge technique used
= E’ Fo position' and as§emble a continuous pipeline Cost of equipment led to 24-hour per day
% @ | in the marine environment operations as a means to return investment
-;5 E quickly
g 3
QU
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The First New South: 1870 to 1930

Table 2-1. Time line (cont’d).

1945-1954

1945 — World War Il ended with defeat
of Germany and Japan

1948 — Israel declared independence

1950-1953 — Korean War

1951 — Mossadegh nationalized
Anglo-Iranian in Iran (first postwar oil
crisis)

World Oil-Related Events

New Jersey Turnpike opened

1952 — First Holiday Inn opened

8

N

The Federal Era (cont’d)

1947-1950 — Decisions by the U.S. Supreme
Court known as the Tideland Cases
established the legal rights of the Federal
government over all U.S. offshore lands

5 Nearly one of every five southerners left the Attracted by incentives pioneered in

86 region during the 1940s Mississippi in 1936. low wage, low skill

é industries opened in and around small southern

S Growth of black urban populations towns

o Progressive, business-oriented governments

E Moving Co. emerged in several Gulf Coast cities

2 1954 — Brown vs. Board of Education of

= = Topeka. Kansas

&
1945 — Executive Order issued by President 1953 — Outer Continental Shelf Lands Act authorized
Truman asserting Federal ownership of the the Secretary of the Interior to lease through competitive
continental shelf , bidding, the lands beyond 3 miles for the development of

- oil, gas, salt, and sulfur resources and to administer the

= leases; Bureau of Land Management and U.S. Geological

g > Survey shared leasing responsibility

N
[72] - .

g .g 1946 —Platform constructed in the open 114954,' T Fll‘S]t OCS,)ISSSE sale held, n lGulf_of}f:o(f; 1

£ & | Gulf: drilling crews rotated from floating Olt“SlaSa t(l? n:.ost "r tsltru?mrels np a:elclln edera

& = | hotels 10 miles away waters by the time first lease sale was held)

o0 Submerged Lands Act passed (Assigned states title

to offshore lands within 3 miles of the shoreline.
Supreme Court later ruled that for Texas and the west
coast of Florida, states hold title to 3 marine leagues.)
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The First New South: 1870 to 1930

Table 2-1. Time line (cont’d).

1955-1965

1955 — Soviet oil export campaign began
First McDonald’s opened in suburban Chicago

1956 — Suez Crisis (second postwar oil crisis)
1959 — Eisenhower imposed import quotas

1960 — OPEC founded in Bagdad

World Oil-Related Events

g The Federal Era (cont’d)

® | 1955-1956 — Bus boycotts 1964 — Civil Rights Act

f 1956 — Federal Aid Highway Act and — 1965 — Voting Rights Act

E development of the interstate highway 1 0

g system

o~ 1959 — The Golden Coast published, one of

S the earliest references to Florida to Texas as a Infusion of Federal monies

5 reg1on Decline of shipping and shipbuilding

Wider use of air-conditioning industries in several Gulf ports

1956, 1957, 1958 — lease sales blocked by Florida and Texas
1956 — Coast Guard promulgated safety regulations to offshore structures

1959 — Lease sale off Florida
Improved drilling vessels introduced

Offshore Oil and
Gas Industry
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The First New South: 1870 to 1930
.

Table 2-1. Time line (cont’d).

1965-1979

1965 — Vietnam War buildup 1975 — Automobile fuel efficiency standards
" 1967 — Six Day War; Suez Canal established in the United States
= closed (third postwar oil crisis) First oil came ashore from North Sea
@ o g South Vietnam fell to communists
é 1968 — Qil discovered on Alaska’s
= North Slope 1977 — North Slope Alaskan oil came to market
% 1969 — Qaddafi seized power in Libya Buxl'dup of Mexican production
< Oil discovered in the North Sea 1978 — Anti-Shah demonstrations, strikes by oil
R Santa Barbara oil spill workers in Iran
S 1973 — Yom Kippur War; Arab Oil 1979 — Shah went into exile; Ayatollah Khomeini
= embargo (fourth postwar oil crisis) took power
= Alaskan pipeline approved 1979-1981 — Panic sent oil from $13 to $34 a
= .
= 1974 — Arab Embargo ended barrel (fifth postwar oil crisis)

Nixon resigned
The Sunbelt Years
Rapid growth of tourist industry

Net migration into the south, beginning in the 1970s, although rural area and some
areas along the Gulf Coast experienced a net out migration

Completion of the interstate system

Natural Gas Policy Act of 1978

Transformation of race relations overtook the Gulf Coast states

Gulf Of Mexico Region

Republican party experienced a major resurgence first in Texas and Florida and then
in Alabama, Mississippi, and Louisiana

Rise of the religious right

1971 — Gulf OCS oil production peaked
and then began an 8-year decline

1978 — Outer Continental Shelf Lands
Act Amendments

1979 — Mobil Qil spudded a well in
Alabama state waters with natural gas

Offshore Oil and
Gas Industry
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Table 2-1. Time line (cont’d).

The First New South: 1870 to 1930

1980-1996

World Qil-Related Events

1980 — Iraq launched war against Iran
1982 — OPEC’s first quotas

1986 — Qil price collapse

1988 — Ceasefire in Iran-Iraq War

1989 — Exxon Valdez tanker accident
off Alaska

1990 — Iraq invaded Kuwait

UN imposed embargo on Iraq;
multinational force dispatched to Middle
East (sixth postwar oil crisis)

1991 — Guif War
Kuwaiti oil fields set afire

Breakup of the Soviet Union;
Boris Yeltsin elected President of Russia

1992 — Bill Clinton elected President

1993 — Israel signed a peace accord with the PLO
1994 — Israel signed a peace treaty with Jordan
1996 — Yeltsin and Clinton reelected

1997-1998 — UN weapons inspection crisis in Iraq
Iraq smuggled oil out of country

1998 — Financial crisis in Japan affects demand for oil
(Oil stocks remain high, OPEC countries cut production
levels)

The Sunbelt Years (cont’d)

Sunbelt economy produced an uneven

Legalized gambling moved offshore

= development pattern — older cities such as Stead Iv of cheap labor fueled the econom
-a Mobile and New Orleans faltered while newer <.:a yisupp y of chieap fabor fiele ) ¢ fm Y
& cities, especially those in Florida experienceda ~ Migration to the Gulf Coast receded in relation to
- more successful transition growth of metropoh?an areas sych as Charlotte,
9 . L . Jacksonville, Nashville, and Birmingham
‘5 Regionalization of the national economy (e.g., ) i
g banking and the airline industry) affected the Charges of environmental racism surfaced in rural
e south areas including the black belts of Alabama and
Louisiana
g Seaside development in the Florida Panhandle orisian L )
5 marked the beginning of upscale development Inzr%ased ﬁn:ugrgnon from the Caribbean and South
and Central America
Agriculture persisted !
1981 — Louisiana Offshore Oil Port (LOOP) 1990 — President Bush’s OCS moratorium placed
operations began the southwest Florida coast off limits to oil and gas
- Annual gas production peaked initially leasing until 2000
= L.
S (peak matched agam-m 1990) o ) 1991 — Executive Order 12777 implemented the Oil
3 E’ 1982 — Gulf OCS oil production increased until  Pollution Act of 1990 and expanded the Department
© 3 | 1986 and then declined for the next 4 years of the Interior’s authority over oil-spill contingency
E E 1983 and 1984 — Three year moratorium on planning to include all offshore facilities incl‘uding
2 = drilling in the Eastern Gulf of Mexico Planning state facilities, except for those associated with
O & | Areasouth of the 26 degrees north latitude and deepwater ports

east of 86 degrees west longitude

Late 1980’s-early 1990’s — Lease
reassignments increased

Increasing concern over oil spills resulting from
aging pipeline network ;

Deepwater development
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Northern companies dominated the southern timber industry. During the early 1880's, the
Southern Pacific Railroad opened up vast resources of forested wealth along the Gulf Coast of
Louisiana and Texas. Lake Charles, La. became a center of lumber producing and marketing.
In Texas, farmers had considered the pine tree a nuisance; but the arrival of the railroad and
the disappearance of eastern pine sources changed that perception dramatically. By 1907,

Orange and Jefferson counties in Texas were among the leading lumber producing areas of the
United States (Calvert and De Leon, 1990).

Lumber entrepreneurs followed the pattern initiated by southern textile mill owners. They
built company towns, complete with churches, housing, schools, and stores. The
predominantly male workforce, one-third of whom were black (occupying the most menial
positions), came from the impoverished surrounding rural towns and farms for the most part.
The rapid growth of the timber industry in Mississippi, Louisiana, and Texas drew migrants,
mostly blacks, from other parts of the South. Communities in Virginia, the Carolinas, and
Georgia experienced the out-migration of large numbers of local blacks who crowded onto
trains bound for the piney woods of Mississippi or points west. The migration was all the

greater because segregation had cut off traditional employment opportunities for blacks in the
Southeast.

The migration had a significant social impact. Young men comprised the vast majority of
migrants as sawmills and lumber camps rarely employed women or children. The migration
disrupted family life and created a mostly male culture on the timber frontier. In those Gulf
Plain counties where the new timber industry arose, lynchings flourished. In these places,
whites and blacks did not know each other, blacks had no whites to vouch for them, and the
frontier environment encouraged the violent settlement of disputes (Brundage, 1993).

Black men filled the lonely off-work hours by mixing ragtime and blues on cheap pianos.
When blacks left the lumber camp (and few stayed more than 1 year), they often left for
nearby cities, especially New Orleans which had become a black Mecca by the 1890's. There,
amid a diverse black population, blues and ragtime blended with music from the Caribbean,
religious music, minstrelsy, and marching music to create jazz. New Orleans trumpeter
Charles “Buddy” Bolden became the first nationally recognized jazz artist in the late 1890's
(Schuller, 1968; Oliver, 1969; and Marquis, 1978).

As fast as black workers left the lumber camps, others replaced them. In 1880, much of the
region’s virgin forest still stood with mighty hardwood trees of 4 to 8 feet in diameter soaring
150 feet or more in the sky. As the train track penetrated the hardwood and yellow pine forest,
virgin timber disappeared as the timber companies practiced ruthless clear-cutting with the
approval of local landlords who also profited from the cutting. By 1900, about one-fifth of
southern industrial workers were employed in some aspect of the timber industry.

The result diminished a key southern resource and added significantly to the problems of
erosion and flooding. The companies left behind a landscape littered with millions of gray
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stumps. Towns vanished. A visitor to a Louisiana lumber town described the scene 6 months
after the mill had cut its last log: “the big sawmill that for twenty years had been the pulsing
heart of this town, was already sagging on its foundations, its boilers dead, its deck stripped of
all removable machinery” (quoted in Williams, 1989). The hotel, bank, and stores stood
empty, ghostly reminders of what had been; and grass literally grew in the streets. This was

not the first time dreams of economic development and wealth had left the Gulf Coast seduced
and abandoned; nor the last.

Exploitation of the gulf’s natural resources became a pattern long before the railroad and
northern timber interests entered the region. Planters migrating from the worn-out farms of
the Southeast during the 1820's and 1830's settled in the Mississippi Delta, southern
Louisiana, and east Texas and mined the land. Cotton, the major crop of the area, leeched the
soil of nutrients and abetted erosion problems in low-lying districts. After the Civil War, the
cotton kingdom expanded its domain as a cash-poor South cultivated its only cash-sure crop to
overabundance on marginal soils requiring huge injections of fertilizers. The soils directly
along the gulf fell into this latter category and attracted subsistence black and white farmers
who had scraped a few dollars together to buy small farms on poor lands that no one wanted.
Well into the early 1900's, these Gulf Coast lands showed the highest percentage of land
ownership in the South -- 70 percent (U.S. DOC, BOC, 1914). The figure reflected less the
prosperity of a yeomen farmer class than the poverty of the soil. Technological improvements
also stimulated the cultivation of cotton, particularly the much-sought-after sea island variety.
The Gulf Coast areas of Florida proved especially suited for the growth of that strain once
improvements in cotton gins solved harvesting problems (Paisley, 1976).

The high rate of land ownership also indicated the difficulty landless farmers faced in the
Deep South during the late nineteenth century. As low cotton prices and high food,
equipment, and fertilizer costs drove small landowners to bankruptcy and foreclosure, large
tracts of land fell into fewer hands and eventually into corporate ownership, such as the
British-owned Delta and Pine Land Company in early twentieth-century Mississippi.
Opportunities for purchasing fertile land diminished. Small landholders were therefore
pushed to marginal lands, such as the Gulf Coastal Plain.

Cotton boomed particularly in the counties along the Texas Gulf Coast after the Civil War
when better railroad and shipping connections to New Orleans eased the marketing of the
crop. The rapid expansion of the cotton kingdom into Texas exacted a heavy price with the
appearance in 1894 of the boll weevil, an especially resilient pest that chewed its way from
Texas eastward devastating the major livelihood of the South’s farm population. In the long-
term, the boll weevil produced a positive result as it forced farmers to experiment with
different crops. Peanuts and soybeans emerged as cash-crop possibilities from such
experimentation and, before long, their empire extended almost as far as the cotton kingdom.
Peanuts and soybeans were much kinder to leechable southern soils. Farmers were so thankful
to find such alternatives that civic leaders in the south Alabama town of Enterprise erected a
statue to the boll weevil for its role in “leading” farmers to the new cash crops (Fite, 1984).
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It was well into the twentieth century before peanuts and soybeans replaced cotton as the Deep
South’s prime money crop. In the meantime, a new crop emerged on the prairies of
southwestern Louisiana and southeastern Texas: rice. The story of rice is similar to much of
the economic development of the gulf region during the late nineteenth century in the sense
that outsiders, usually from the North, initiated the activity. The Southern Pacific Railroad
penetrating into Louisiana and Texas proved the catalyst for rice cultivation. Midwestern
farmers migrated to the rich prairie lands of southwestern Louisiana during the early 1880's
and adapted the technology of midwestern wheat farming to rice growing. Within a few years,
the highly mechanized Gulf Coast rice industry eclipsed the older areas. The contrast between
the efficient midwestern farmers and their Cajun neighbors who also cultivated rice was stark.
The Cajuns depended on rainfall for water and used primitive farm implements. The

midwesterners introduced mechanical reapers, binders, steam threshers, and irrigation
networks.

By the mid-1890's, the Louisiana prairie had been transformed from barren land populated
with Cajuns, cattle, and a few stands of rice into a booming, irrigated, mechanized rice-
growing region. A Southern Pacific promotional pamphlet in 1900 referred to southwestern
Louisiana as “a Northern village on Southern soil.” All along the Southern Pacific tracks
small towns grew -- Lake Charles, Welsh, Gueydan, and others. By 1900 roughly 7,000
northerners, mainly from Iowa, Illinois, and Nebraska had settled in the area. The mechanized
areas of Louisiana produced over 2.7 million barrels of rice in 1899, compared with the much
more extensive conventional cultivators who produced just over 1 million barrels. The region
was promoted through The Rice Journal and Gulf Coast Farmer, a publication that survives
today as The Rice Journal.

The rice frontier expanded into the Gulf Coast areas of Texas down to the Mexican border. In
the midst of a field south of Beaumont, Anthony Lucas came upon Spindletop in 1901, and
soon the Texas prairie boomed with cattle, rice, and oil (Phillips, 1951; Dethloff, 1970; and
Bailey, 1971).

While rice and oil were newcomers to the Texas Gulf Coast region, cattle had been around
since the Spanish era, but enjoyed a spectacular boom in the post-Civil War era. One result of
the longhorn cattle bonanza was to spread a tick-borne fever from southern Texas through the
lower South and Midwest. Disease-bearing ticks were common throughout the lower South
well into the twentieth century and inhibited the development of a high-grade cattle and
dairying industry. Disease problems, as well as the inferior quality of longhorn meat,
contributed to the rapid decline of the cattle industry in southern Texas after the late 1880's.

Another boom-bust cycle in livestock occurred in the Rio Grande plain of Texas, an area of
several counties bounded by the San Antonio River, the Gulf of Mexico, and the Rio Grande.
By the mid-1880's more than 3 million sheep grazed the area for markets in Mexico, Europe,
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and the Texas interior. Overgrazing, droughts, freezes, and the plummeting price of wool
dealt a death blow to sheep ranching in southern Texas.'

The railroad made many of these activities possible, but even good and relatively inexpensive
transportation connections could not overcome market or natural forces that dashed several
agricultural and industrial enterprises in the gulf region. Florida proved to be an exception,
because there the railroad not only initiated economic development, but sustained it.

Florida’s odd shape and its location on the periphery of the United States contributed to its
economic isolation until well after the Civil War. Again, as in so much of the Gulf Coast’s
development, an entrepreneur from outside the South seized an opportunity to make a fortune
in a struggling region. Henry Plant, a Connecticut Yankee, extended a railroad along the Gulf
Coast into central Florida in the 1880's. The system, eventually called the Atlantic Coast Line
Railroad, connected Florida by rail with the North for the first time. Plant’s Tampa Bay Hotel
(now the University of Tampa), with its Moorish architecture and ornate furnishings, attained
renown for its accommodations and service. By the 1890's, the Louisville and Nashville
Railroad extended its line east from Pensacola giving the Panhandle access to the rest of
Florida to the east and the lower South to the west. These developments, along with Henry
Flagler’s railroad along the State’s Atlantic Coast, enabled Florida to jump from last in
railroad mileage in the South in 1890, to fifth by 1900.

At the other end of the Gulf, the railroad played a role in the development of Houston. In
1873 the Missouri, Kansas and Texas Railroad joined the Houston and Texas Central to link
the State’s Gulf Coast to north Texas. By the late 1870's, railroads connected Houston to St.
Louis and the East Coast. By the early 1900's, the combination of railroads, entrepreneurial
activity, and a major hurricane had thrust Houston ahead of rival Galveston as the major gulf
port in Texas. Energized by oil, railroads, and the stroke of nature, Houston civic leaders
quickly promoted the building of a channel that would accommodate ocean going vessels.
With Federal assistance, Buffalo Bayou was transformed into the Houston Ship Channel, a 55-
mile-long and 30-foot-deep watercourse opened in 1925. The Channel attracted scores of
industries along its banks and turned Houston into a major port (McComb, 1981 and 1986).
By 1950, Houston was the South’s largest city.

For discussions of the livestock industry in the Texas gulf region, see Lewis Atherton,
The Cattle Kings (Bloomington, Ind., 1961); Paul H. Carlson, Texas Woollybacks: The
Texas Sheep and Goat Industry (College Station, 1982); Tamara Miner Haygood,
“Cows, Ticks, and Disease: A Medical Interpretation of the Southern Cattle Industry,”
Journal of Southern History, 52 (Nov. 1986), pp. 551-64.
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2.2.2 Early Oil and Gas Industry Activities

Another industry had its early roots during this same time period. Non-commercial
production of oil began in the vicinity of Nacogdoches in east Texas during the 1860's, but
there was little or no market for the substance and not a good way to get it there if a market
had existed. Commercial production was first established in central Texas, at Corsicana,
during the late 1890's. This development attracted some suppliers and skilled workers from
the older producing regions in the East and Midwest, investors and entrepreneurs, and offset
the widely-held belief that Texas did not contain significant amounts of oil. Several decades
after the initial oil well in Nacogdoches, Patillo “Bud” Higgins and his partner, Anthony
Lucas, a military engineer familiar with the geologic properties of salt domes, surmised that
great reservoirs of oil were trapped beneath the giant salt domes west of Beaumont.
Borrowing money from a variety of sources, particularly from the Mellon family in Pittsburgh,
they hired a small drilling company from Corsicana to bring a rotary drilling rig to a salt dome
known as Spindletop. On January 10, 1901, their speculation and the Mellons’ faith were
rewarded. The breakthrough discovery was the beginning of production from the Spindletop

salt dome. Subsequently, exploration spread to other visible salt domes along the coast, as far
to the west as Corpus Christi.

By the end of the first decade of the century, wildcatters had located additional salt dome
fields in the general vicinities of Beaumont and Houston, supplying feedstocks for the
growing refining industry in that area. In the second decade, oil and gas discoveries were
made in north Texas and natural gas was found in the Texas panhandle. Pipelines carried
crude oil from north Texas to coastal refineries, providing high gravity and low-sulphur crude
oil, which yielded more light fractions than the cut-oil of the coast or Mexican oil. Within
several years of the Spindletop discovery, hundreds of oil companies were incorporated,
including the predecessors of Mobil, Gulf, Exxon USA, and Texaco. The Spindletop
discovery focused attention on the potential of Texas and Louisiana coastal marshes for oil.

By 1905, successful oil wells had been drilled surrounding Caddo Lake near Shreveport, La.
In 1910, the Board of Commissioners of the Caddo Levee District advertised a lease sale for
the lake bottom. The lease was awarded to Gulf Oil Company, which paid $30,000 for
drilling rights to 8,000 acres. Development of Caddo Lake required the solution to several
technical problems. These included increasingly reliable blowout preventors for the high
pressure reservoirs, platforms built at the drilling site, drilling equipment brought to the site by
barge, and underwater pipelines connecting the production wells to one of four gathering
stations on the lake. By 1926, Gulf Oil had 3 tugs, 10 barges, a floating pile driver, and 36
small boats in service on the lake. The Caddo Lake experience, coupled with the first over
water drilling in 1896 at Summerland, California, are cited as the start of worldwide offshore
oil and gas technology (Gramling and Brabant, 1984; and Gramling 1995).

In the late 1920's, the Texas Company (which later became Texaco) leased large tracts of
marsh from the Louisiana Land and Exploration Company and submerged lands under

Section 2.0 32 Historical Overview



The First New South: 1870 to 1930

continuous lakes and bayous from the State of Louisiana. Searching for solutions to the
exploration and development problems led to the introduction of the submersible barge in
1933 (Gramling, 1995). A submersible barge supports a drilling rig and its equipment, is
towed to its location, and submerged using a number of vertical or horizontal pontoons which
are flooded when the rig is positioned for drilling. It is designed to be used close to shore.
The functions of the submersible barge were replaced by jackup rigs, which were introduced

in the 1950's. It was also the forerunner of the semisubmersible drilling rigs first used in the
1960's.

In Texas, major discoveries were made in the central part of the State and in the Permian
Basin of western Texas and eastern New Mexico. These discoveries increased reserves and
feedstocks greatly during the 1920's. Producers in the coastal region participated in these
discoveries and also learned techniques of field extension, deeper drilling, and workovers to
boost production from old fields. By 1929, only the shortage of pipeline capacity prevented
the swamping of crude oil markets with production from these new areas. In that year, the
opening of the Oklahoma City and Van fields overtaxed capacities, sending crude oil prices to
the lowest levels in a decade. The following year, the discovery of the vast East Texas field,
and its rapid development, forced oil prices to record lows, often below 50 cents per barrel on
short-term purchases. Efforts by the Texas Railroad Commission to restrict production in the
interest of limiting economic waste proved futile until the mid-1930's, when enabling Federal
and State legislation, and improvements in production technology, placed practical power to
restrict and allocate production in the hands of the regulatory body.

As the east Texas field went on-line, out-of-control, and then, came under regulation,
significant discoveries were made in other parts of Texas. Important new discoveries included
the Conroe and Old Ocean fields in the upper gulf, the lower gulf area, and the Permian
Basin. Natural gas flowed from the Panhandle to midwestern cities, and from southwestern
Texas to the upper gulf region.

Interest in the possibility of offshore oil fields followed the Spindletop discovery. In January
1902, the Houston Post published a front-page drawing that depicted a river of oil beginning
in the mid-continent region and flowing down into the GOM, rising to the surface at what they
probably thought was the continental shelf. Actual drilling began in 1917, on a platform in
Black Duck Bay, off the Goosecreek field. Production was scant, so there was no rush to drill
in the near-shore area, especially because more prolific production was being found in
Brazoria County onshore. Five years after the first well, offshore leasing began, but with no
substantial activity, probably because of large strikes of high-gravity crude in central Texas,
near Mexia. There is no record of additional offshore drilling until 1939, when a second
offshore well was drilled at Sabine Pass, Tex., in response to the initial gulf well off Louisiana
the year before (Kreidler, 1997).
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2.2.3 Social and Political Structure

The economic development that occurred along the Gulf Coast from the Civil War to World
War I had remarkably little impact on the social structure or political culture of the affected
communities, counties, and States. Outsiders, including railroad companies, timber magnates,
and entrepreneurs played a major role in developing the Gulf Coast. Profits flowed out of the
region to headquarters and investors located elsewhere. Reinvestment occurred in
infrastructure or machinery required to keep operations going. Often, the outsiders sought
local leaders as partners (usually junior partners) or as allies to secure land or legislation to
facilitate an enterprise. Except in the cigar factories of Tampa, and later in the oil industry,
most workers in these enterprises possessed low skill levels. They were often transients with
little stake in the communities and always they were divided by race. The South’s changing
electoral procedures that established residency, literacy, and other requirements limited the
franchise for both blacks and whites. Voter participation plummeted throughout the South
during and after the 1890's. White solidarity and white supremacy were the controlling factors

of southern politics, and the profits from economic development were shared by relatively few
(Rabinowitz, 1992).

Poor whites did not share in this prosperity. Instead, some of them immersed themselves in
the recreation of the South’s periodic political circuses. Colorful demagogues, spewing
racism and tobacco juice, roamed the region garnering votes by the bucketful and doing
relatively little once they were elected. In the one-party, Democratic South of the late
nineteenth and early twentieth centuries, the politician who put on the best show most often
won.

Outside investors understood the show and disregarded it accordingly. For all the venom
directed toward northerners, these political leaders understood basic economics: in a poor
region, you look for help anywhere you can. At the same time, the economic development
fostered by outside interests must not upset the racial or class status quo.

So the South could modernize without changing its traditional political culture that rested on
the dominance of county elites and the promotion of white supremacy and segregation. They
could present the appearance of an activist government by donating millions of acres of open
lands to railroads as an incentive to open up new areas for development, but they would not
use that same government to display a similar largesse toward education, social welfare, or
public health. Those expenditures not only threatened the racial and class status quo, but they
often required higher taxes. If the South was an exploited region in the late nineteenth and
twentieth centuries, with most of its wealth and profits distributed elsewhere, southern leaders
were active accomplices, while sharing, but rarely distributing the profits from modern urban
and industrial growth. Up North, urban and industrial development often resulted in liberal
and reformist leadership; in the South, economic development reinforced the status quo. As
late as 1941, two University of North Carolina researchers wrote in Sharecroppers All that
“most Southern communities are essentially feudalistic” (Raper and Reid, 1941).
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Although southerners experienced marked economic advancement during the interwar years,
the region’s political culture supported Raper and Reid’s assessment. Education
appropriations increased but still paled in comparison with expenditures in northern States.
Racial differentials remained staggering. Southern States provided little support, for example,
for the training of black teachers. Louisiana, with a large black population, had 200 high
schools for whites and 3 for blacks, according to a 1923 survey. In 1930 the South spent
$12.97 for each black pupil compared with $44.31 for white students. The average salaries for
black teachers were slightly more than one-third those of white teachers. Overall, the South’s

per capita expenditures for public schools were scarcely half the national average (Anderson,
1988).

Moreover, the county and rural elites who dominated southern politics placed a low value on
public education. Ideas and intellectual stimulation implied the importation of outside values,
of different ways of looking at things. These were not attributes southern leaders wished to
cultivate. As fierce defenders of the status quo, they did not encourage or tolerate dissent.
Also, the leaders understood that a low-skilled workforce did not require much education.
Too much learning, in fact, could stimulate out-migration to better jobs and schools.

These anti-intellectual attitudes filtered down to the rest of the population. Southern States
lagged far behind the rest of the nation in supporting public education. In the late 1940's,
expenditures per pupil in the South were about half the nonsouthern average. A study
conducted in the early 1950's demonstrated that of every 100 children who had entered the
first grade in the South, scarcely more than 10 graduated from high school (Hoover and
Ratchford, 1951; and Pierce, 1955).

Even today when school expenditures have increased dramatically, the South’s legacy of
neglect for public education persists. The South possesses a smaller percentage of high school
graduates in its population and a markedly higher adult illiteracy rate than the rest of the
nation. Prevailing low tax structures throughout the South and the persistence of anti-
intellectual attitudes impede more rapid improvement of public education, especially in the
Deep South (Schulman, 1991).

Inadequate public health services and a general lack of basic citizen knowledge of health and
hygiene reflected the weak public education system. Health problems, especially in the Gulf
Coast States where frost came late, if at all, abounded in an era when active public health
departments in other parts of the country were eradicating nutritional and bacterial diseases.
The hookworm, an intestinal parasite, infected and chronically debilitated a great many
southerners, perhaps as many as 2 million. In the 1930's, a cooperative study by the Florida
State Board of Health, the Rockefeller Foundation, and Vanderbilt University found the
State’s adolescents aged 15 to 18 the worst afflicted group (44.7 percent), and the Panhandle
the most severely affected area with nearly half of its teenagers (49.2 percent) infested with
hookworm (Eberson, 1980; and Link, 1988).
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Standard Oil magnate, John D. Rockefeller found the situation so appalling in the early
twentieth century that he established and funded the Rockefeller Sanitary Commission for the
Eradication of Hookworm Disease. A condition for receiving such aid was the establishment
in each southern State of local and State public health agencies. This legacy of the
Rockefeller Commission was even greater than the slow eradication of hookworm. Again, as
with economic development, the impetus for reform came from outside the South.

Generally, the interwar years were not good economic times for the South, particularly during
the Great Depression. A report ordered by President Franklin D. Roosevelt in 1938 on
economic conditions in the South identified the region as “the nation’s Number One economic
problem.” Admittedly, Roosevelt’s ulterior motive for commissioning the study was to prod
southern voters to elect more supporters of New Deal legislation who would address the
region’s economic difficulties, but the statistics in the report relayed a sorry story of serious
regional gaps in most indices of civilization.

The Roosevelt Administration believed that the economic problem was primarily a political
problem. That was only partially true. White supremacy effectively limited the contributions
of a sizable proportion of the South’s population. Also, the region’s folk culture, especially
the rise of religious fundamentalism in the 1920's deflected attention away from some of the
South’s more glaring problems. Battles over evolution, prayer in the public schools, how to
keep the Sabbath, and personal morality consumed considerable time and energy throughout
the South. The resurgence of the Ku Klux Klan during the 1920's reflected more the moral
war that was raging (with the Klan defending fundamentalist tenets) than racial conflict. The
surge of the religious right also cast aspersions on inquiry, education, and reform. The
religious right operated in a stark world of good and evil and the conviction that its adherents
knew the difference. With the Bible as the unquestioned authority, further education,
discussion, debate, and especially dissent were unnecessary, even dangerous (Bailey, 1964;
Hill, 1980; and Thompson, 1982).

The advance of the religious right was not only about religion, but about control. As cities
grew (and nowhere was urbanization more evident in the South than in Texas), threats to the
status quo appeared greater. The Ku Klux Klan was, by and large, an urban phenomenon. It
was in the city that modernism met southern traditions and the fit was not always
accommodating. The rank hostility of southern States and cities toward labor unions reflected
the importance of the established leadership maintaining control in the face of economic
growth and labor migration. Even in areas that had been highly unionized, such as Tampa,
which in the 1920's had the highest union membership per capita of any U.S. city,
counterattacks from civic leaders eventually secured localities and States from much of the
labor movement. By 1945, for example, the union movement was negligible in Tampa. A
year earlier, Florida became the nation’s first State to pass right-to-work legislation.

Local leaders fought unions because they threatened control over labor and the political
structure; the leaders employed white supremacy, a friendly press, and law enforcement
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personnel to keep out union activity. The South was, and is, the least unionized region of the
nation, although the Gulf Coast region has maintained a relatively high (for the South) union
membership owing to the character of its industry. Even in the gulf region, the transiency of
the labor force, the abundance of unskilled labor, and the ever-present threat of using black
strikebreakers dampened union enthusiasm before World War II . It was not coincidental that
southern workers were the lowest-paid, least-protected, and most-vulnerable to layoffs of any
regional workforce in the nation.’

There was one intrusion which the one-party South could not hold off and that was the Federal
government. Even before the New Deal, the Federal government had made inroads into the
South, often with the assistance of southern legislators supporting Democratic President (and
native southerner) Woodrow Wilson’s New Freedom programs, including child labor laws and
the Federal income tax (the latter of which would never have passed were it not for southern
Congressmen). The Wilson Administration (1913-1921) had no intention of upsetting the
social or racial status quo. In fact, Washington, D.C. became a segregated city during
Wilson’s tenure in the White House. Southern lawmakers perceived no contradiction in

supporting progressive legislation nationally and retaining a regressive social and racial
system back home.

By the time of the Wilson Administration, the one-party political system in the South had
placed southern lawmakers in leadership positions in the U.S. House of Representatives and
the U.S. Senate. Despite the South’s traditional animus toward Federal authority, southern
Congressmen avidly sought Federal funding for economic development projects during the
Wilson years. They were instrumental in passing the Federal Highways Act of 1916, which
improved tourism, lowered costs of farmers, and relieved States and localities of some of the
financial burden to get the South out of the mud. Earlier in the century, rural free delivery,
another Federal program, also helped reduce the isolation of southern farmers. Federal
subsidies made Tampa the beneficiary of the world’s first regularly scheduled air-passenger
service in 1914. When the U.S. entered World War I, the Federal government established a
naval air station in Pensacola. After the devastating Galveston hurricane of 1900,
Congressman Tom Hall of Houston convinced Congress to appropriate the then-huge sum of
$1,000,000 for a ship channel from the Gulf to Houston. In 1909, Houston matched
subsequent Federal funding for the project and the ship channel opened in 1914. The facility
has remained a key component of the city’s economic base (Kaplan, 1983). These measures

were paltry in comparison with what the South would reap from Washington during the New
Deal and World War II (Potter, 1972).

2

For a full discussion of Southern leaders’ hostility to organized labor, see James C.

Cobb, The Selling of the South: The Southern Crusade for Industrial Development, 1936-
1980 (Baton Rouge, 1982).
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Again, a Democratic president and a Democratic Congress, top-heavy with southerners in key
positions (the Texas delegation alone included nine chairmen of permanent committees; three
southerners served in succession as majority leader and then speaker during the Roosevelt
years) pumped millions of dollars into the region providing infrastructure such as water and
sewer systems and roads that cities and States in other parts of the country had to pay for by
themselves in earlier decades. Programs such as the Works Progress Administration (WPA)
and the Public Works Administration (PWA) not only built infrastructure, but sports stadiums,
court houses, and other public buildings. The South received a relatively free upgrade that
reinforced the power of local leaders because, under the Federal system, they were the
individuals who dispensed the funds and the patronage.

2.3.1 Key Legislation Affecting the South

Few measures affected the South more than the Agricultural Adjustment Act (AAA). This
New Deal legislation limited the cultivation of the region’s staple crops, including cotton, rice,
and tobacco, compensating farmers for land taken out of production, and establishing
minimum prices for these commodities. The AAA enabled landowners to plan their budgets
and their cultivation patterns more carefully, injected cash payments into a cash-poor
economy, and threw tens of thousands of tenants and sharecroppers off the land as reduced
acreage for staple crops rendered their labor redundant. Farm owners pocketed the cash and
began to replace their workforce with machinery. Basic implements such as tractors were now
affordable, and one tractor could accomplish the work of 25 people, and required much less
maintenance.

The net effect of the AAA in the Gulf Coast region was to increase the migration from farm to
town and city, and out of the region entirely. If farmers needed laborers for harvesting, they
sent their trucks into the city and brought back workers. The arrangement suited landowners
who no longer had to provide shelter, seed, and tools to sharecroppers, but the new
agricultural patterns left the erstwhile tenants and sharecroppers with only seasonal work and
below-subsistence income. With little education or occupational skills that could match urban
work, these displaced farmers traveled the rough roads of the South during the 1930's.

It was not the Federal government’s intention to generate even greater unemployment during a
depression. The AAA legislation stated clearly that sharecroppers and tenants were to share
land bank payments. The program was implemented by local officials and county extension
agents with close ties to the landowning elite. Sharecroppers made sporadic attempts to
unionize during the 1930's, but, for the most part their efforts met with little success. The
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complicity of local authorities ratified the landowners’ interpretation of Federal agricultural
policy.?

2.3.2 Commercial and Recreational Fishing

In a less-publicized initiative, the WPA assisted the Gulf Coast commercial fishing industry.
Commerecial fishing rewarded its participants with hard work and, at best, modest incomes.
Commercial fishing was a mainstay along the Mississippi Gulf Coast, but as late as 1964, a
Federal study noted that there were “large numbers of unexploited species of fish and
shellfish” in the gulf (U.S. DOI, 1964). During the 1930's, the WPA worked out a cooperative
program of restocking and renewing the geographically limited commercial fishing industry,
particularly along the Florida Gulf Coast. The main profits derived from oyster beds located
along the upper Florida coast from Cedar Key in Levy County to Panama City in Bay County.
By the 1940's, when major fishery discoveries occurred along the gulf, the shrimp industry had

become an additional means of significant profits along the Florida and Texas Gulf Coasts
(Gannon, 1996).

Commercial fishing had played a role in Gulf Coast urban economies since the nineteenth
century. Fish-processing plants emerged along the Texas and Alabama Gulf Coasts by the
turn of the twentieth century. Commercial shrimping in the gulf emerged only during the
early 1940's, when Cajun shrimpers introduced their craft to Texas gulf waters. Texas
shrimpers still remember the time when “the Frenchmen came” with their big boats and

sophisticated equipment inaugurating a prosperous era for the business that lasted through the
early 1970's (Maril, 1983).

Compared with the Atlantic fisheries, then, the Gulf Coast commercial fishing industry is a
relatively recent phenomenon. Problems, including competition from sports fishermen,
depleted resources, periodic outbreaks of red tide (a microscopic, planktonic organism) which
exudes a toxic substance that kills, and human-generated pollution threaten the industry. In
this last aspect, the harvest of shrimp depends on a continual supply of fresh water to the bays
and an intact salt water marsh system (particularly in Texas and Louisiana). Therefore, both
pollution and changes in the estuarine environment such as dredging and filling can adversely
affect the production of shrimp. In the gulf, industrial pollution is a particular problem

because the shallow bays in the region, with their limited tidal range, have a very low flushing
rate (Cobb, 1970).

3

For a discussion on the impact of the AAA on the South, see, Gilbert C. Fite, Cotton
Fields No More: Southern Agriculture, 1865-1980 (Lexington, Ky., 1984), pp. 120-62.
See also, Pete Daniel, Breaking the Land: The Transformation of Cotton, Tobacco, and
Rice Cultures Since 1880 (Urbana, 111., 1985), pp. 73-108.

Section 2.0 39 Historical Overview



The Federal Era: 1930 to 1965

However, the most significant threat to commercial gulf shrimping and fishing has been the
growth of the recreational industry, especially sport fishing and second-home development
along the Texas, Mississippi, Alabama, and Florida Gulf Coasts. The rapid development of
the oil economy, most notably in Texas after World War II, provided more disposable income
for urban Texans, as well as local and State governments with money to improve roads and
access to coastal areas. The increase in leisure time and the coast’s natural attractiveness
enticed vacationers and part-time residents along the Gulf Coast from the 1960's onward.

These newcomers would have significant social and policy implications for the gulf fishing
industry and, ultimately, for the general economy of the region. First, the influx of
weekenders and part-time residents placed a significant service burden on coastal
communities which were only partly offset by increased tax revenues. Second, rising property
values priced some long-time residents out of affordable housing; this was especially so
among Texas shrimpers who faced shrinking incomes from their commercial operations after
1970, and rising land prices. Third, the growing numbers of sport fishers along the Gulf Coast
collaborated with environmentalists and oil interests to restrict commercial fishing and
shrimping in the gulf. These efforts succeeded in the late 1980's with Federal regulations that
required shrimpers to use turtle excluder devices (TEDs) to protect sea turtles. Florida, with
the gulf’s largest recreational industry, has imposed stricter TEDs regulations. In 1990, the
Federal government extended TEDs to include red snapper and other finfish caught and killed
in shrimp trawls.

In Mississippi, commercial fishers have battled gambling casinos since the early 1990's. The
casinos have pushed shrimpers’ boats, docks, and ice houses off the Biloxi waterfront and
confined them to the town’s back bays where they are separated from the gulf by a drawbridge
open only for two 1-hour periods in the morning and late evening. Eventually, commercial
fishers believe, all marine species targeted by sport fishing interests will be restricted or
banned to those who fish for a living.

The plight of the gulf shrimpers and fishers reflects the growing political and economic power
of recreationists in all the gulf States, save Louisiana where the topography of the coast limits
development. The strength of the recreational lobby will hold significant import for future
offshore oil drilling activities.*

4

For a discussion of the decline of the gulf fishing industry and the growing power of
resort- and recreation-oriented interests, see Anthony V. Margavio and Craig J. Forsyth,
Caught in the Net: The Conflict between Shrimpers and Conservationists (College
Station: Texas A&M University Press, 1996); see also, Maril, Texas Shrimpers, pp. 128-
30; Maril, Cannibals and Condos, pp. 58-60.
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2.3.3 The Depression and the New Deal

Gulf residents could scarcely imagine these turns of events during the depths of the
Depression. The national economic crisis revealed the basic weakness of the South’s
economy. Despite notable gains in urbanization and industrialization during the 1920's,
regional wages by the early 1930's were 30 percent or more below the national average, and
the per capita income was 53 percent of the national figure. Manufacturing continued to be
concentrated in industries that could make effective use of the South’s relatively cheap labor.
Moreover, the South’s chronic inattention to social services became glaringly evident early in
the Depression when the meager public welfare systems of the urban South collapsed quickly
under the weight of unemployment, with some cities, such as Birmingham and Mobile,
contemplating the sale of city parks to make up budget deficits. The region’s weak
educational system also suffered during the 1930's, as school terms shortened, teachers went
without salaries for months at a time, and children stayed home from school either helping
their struggling families or without clothes or shoes to attend classes’

In the short-term, the New Deal bolstered the one-party political system in the South and its
leadership. Bailing out distressed communities and families, providing patronage
opportunities for local leaders, and building a wide array of public projects, the New Deal
proved immensely popular with a broad cross-section of the southern population.
Increasingly, however, some State and local leaders became disenchanted with and wary of the
growth in Federal power, the dependence on Federal funds, and the growing diversity in New
Deal personnel. Federal payments relieved white and black workers from their almost total
dependence on white landlords and managers. Labor legislation came between management
and workers by legitimizing unions as bona fide participants in the workplace. New Deal
legislation marked the beginning of an integrated national labor market, in which wage and
salary differentials reflected only cost of living and locational amenities. The imposition of
national wage and labor standards beginning in the 1930's was a decisive step in abolishing
the separate southern economy. The South’s integration into the national economy, however
tentative, troubled political and business leaders who had nurtured the relative isolation of the
region, and the control and power that isolation implied.

2.3.4 World War Il

The intuition of these leaders that their world was changing proved correct, but less due to the
New Deal than to the war that followed and changed the South for all time. One historian has
written that when a full assessment is made, World War II may turn out to be a more

S

For a discussion of the impact of the Great Depression on southern cities, see David R.
Goldfield, Cotton Fields and Skyscrapers: Southern City and Region, 1607-1980 (Baton
Rouge, 1982), pp.166-67; 180-82 and Roger Biles, “The Urban South in the Great
Depression,” Journal of Southern History, 56 (February 1990), pp. 71-100.
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formative event in southern history than the Civil War (Sosna, 1987). The billions of dollars
fed into a starving southern economy, the vast array of military bases and defense plants
scattered over the southern landscape, the infrastructure and technical expertise that
accompanied these installations, and the migration of more than 5 million black and white
southerners to cities in the South, to other parts of the country, and overseas lend considerable
weight to that interpretation. More than 60 of the army’s 100 new camps were located in the
South, and two-fifths of the wartime expenditures for new military and naval installations
went to the South. An older base, Fort Benning, Ga., became the army’s largest basic training
center. By 1945, the productive capacity of the southern economy, stimulated by Federal
investments in new plants and equipment had increased by 50 percent; the number of
production workers doubled during the war; the South’s farm population declined by 20
percent between 1940 and 1945; and southern cities gained 30 percent in population,
surpassing the rate of urbanization nationally.

The South, and especially the Gulf Coast region, benefited from the wartime bonanza for four
reasons. First, Washington made a genuine effort to improve the southern economy that the
Roosevelt Administration had singled out in its 1938 report. Second, the seniority system in
Congress and the large Democratic majority gave southern lawmakers considerable clout in
the disbursement of Federal funds. Third, defense department strategists deliberately
dispersed bases and defense plants to reduce the likelihood that a concentrated enemy air raid
could damage or destroy a major part of the nation’s military capability. Finally, the relatively
mild climate of the South allowed all-season training and, particularly in the Gulf Coast States

and the Southwest, the high number of clear days proved attractive for the location of air
stations.

Few regions of the South benefited more from World War II than the Gulf Coast. The
shipbuilding facilities in Pascagoula, Miss., for example, vaulted that town’s population from
4,000 in 1940 to 30,000 in 1944. The Mobile area, also primarily as a result of naval
production, went from 115,000 people in 1940 to 200,000 in 1944. Petroleum and chemical
industries grew enormously in Texas, the southern State that experienced the largest economic
gain from wartime spending (Goldfield, 1987).

A brief litany of defense-related activities along the Texas Gulf Coast provides some
indication of the significant injection of Federal wealth into the area. Shipyards hired workers
in the Orange-Beaumont-Port Arthur district, and at Galveston, Houston, and Corpus Christi.
The necessity for refineries to fuel the war machine and the development of synthetic rubber
turned that Gulf Coast strip into the largest petrochemical industrial area in the world.
Munitions plants were built throughout the State. Steel mills opened operation in Daingerfield
and Houston. The world’s largest tin smelter plant was located at Texas City. Value added by
manufacturing in Texas stood at $453 million in 1939; by 1944 that figure had jumped to $1.9
billion (Calvert and De Leon, 1990).
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The impact of the war on the urbanizing gulf region of Texas was most spectacular in
Houston. The story of one company, the construction firm of George and Herman Brown,
reflects both the wartime boom and the importance of good political connections. An early
supporter of then New Deal Congressman Lyndon Baines Johnson, George Brown utilized
this contact to win a large contract in June 1940 to construct the Corpus Christi Naval Station.
Once the U.S. entered the war, the station required expansion which quadrupled the value of
the contract to the firm. With this major success, the company soon won a series of contracts
to build destroyer escorts and landing crafts at a newly formed subsidiary, Brown Shipbuilding
Company near Houston. This company employed 25,000 workers, built 354 combat ships,
and acquired total government contracts worth about $1 billion. Brown remained a major
supporter of Senator Johnson through the postwar years and his company won the construction
contract in 1961 when Johnson was Vice President and Houston was chosen as the site for the

National Aeronautics and Space Administration’s (NASA) Manned Spacecraft Center (Boles,
1995).

The Texas Gulf Coast also benefited from the fact that petroleum became the State’s leading

export and accounted for 80 percent of the products that went through Texas ports during the
1940's. Houston became the nation’s second largest port.

At the opposite end of the gulf, the results of the war were equally impressive. The war
poured huge sums into Florida’s underdeveloped, narrowly based economy. In 1933
Floridians earned $424 million in income; by 1943 they earned $2 billion. The war
rejuvenated Florida’s sagging shipbuilding industry, and Pensacola, Panama City, and Tampa
shared in the bonanza. Panama City in Bay County especially benefited from the wartime
activity. In 1940 Bay County languished in poverty trying to support 20,000 residents in a
relatively isolated location along Florida’s Big Bend. The county’s population more than
doubled by 1945. The Wainwright Company there constructed 108 vessels during the war. At
its peak, the shipyard employed 15,000 workers, earning unheard-of wages (Green, 1982;
McGovern, 1976; Wynn, 1993; and Rogers, 1960).

Even better-situated Tampa received a substantial boost from wartime expenditures. The
Depression had shattered that city’s cigar industry. The construction of MacDill Air Field in
1939 and the reconstruction of the shipbuilding industry spelled a new prosperity. The Tampa
Shipbuilding Company employed 9,000 workers by the end of 1942 and desperately
advertised for more laborers, a problem exacerbated with the establishment of a second major
shipbuilder in Tampa at Hooker’s Point. These wartime projects provided a solid foundation
for the city’s postwar economy. The Federal government assisted in the expansion of MacDill
Field after the war and the use of Drew Field as an international airport. The shipyards on
Hooker’s Point went to private industry to supply the burgeoning maritime economy. In 1956,
the State and Federal governments appropriated nearly $10 million to begin construction of
the University of South Florida campus on the site of the abandoned Henderson Field.
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At the western end of the Florida Panhandle, Pensacola also experienced a substantial upsurge
in prosperity. The Pensacola Shipyard and Engineering Company employed 7,000 workers by
early 1942. The Federal government spent $55 million expanding and constructing the
Pensacola Naval Air Station and auxiliary fields (Rogers, 1996).

New Orleans also experienced a revival during the war. Andrew Jackson Higgins transformed
his small boat-building firm into a giant, modern producer of Liberty ships. In 1942 he won a
huge contract to build over a thousand cargo planes in a gigantic factory that he built in
Michoud, just east of the city. As was the case in Tampa and Houston, the benefits of the war
lingered into the postwar era. Two decades later NASA chose the Michoud Plant as the
assembly site for the Apollo rockets (Tindall, 1967).

The wartime mobilization along the gulf required a huge shift in population to support the
burgeoning industries. The migration entailed in such enterprises revealed a great deal about
the social and economic condition of the Gulf Coast in particular, and of the South in general,
as local governments proved incapable of absorbing the sudden rush of population. During
the war the massive Ingalls shipyard facility at Pascagoula, Miss., employed three times as
many people as had resided in the town prior to the war. They lived in makeshift trailer parks
in this heretofore quiet fishing and farming community on the Gulf Coast. Most of the
newcomers arrived from the Mississippi countryside and were unfamiliar with urban densities
and lifestyles that soon characterized the town.

Overworked medical and social service personnel provided assistance when possible, but it
was sporadic at best. The collapse of urban services plagued not only small towns suddenly
grown large, but cities as well, especially coastal cities thrust into the war-making juggernaut.
Mobile was the fastest-growing city in the country during the period 1940-1943. The
population boom shattered Mobile’s fragile urban services. Agnes Meyer of the Washington
Post entitled a book based on her 1943 tour of the urban Gulf Coast, Journey Through Chaos.
Mobile, a city known mainly for its oysters and Mardi Gras now boasted two major shipyards
in addition to an Alcoa plant. Rooming house boarders slept in shifts and any multiple-unit
structure became a tightly packed dormitory. The 19-member police force was inadequate to
challenge the street gangs, vandalism, and looting that accompanied the frontier conditions.
Refuse collection and the water supply disappeared at too-frequent intervals. By 1944, the
Federal government stepped in and assumed the task of providing housing and services to a
stressed population.

Other Gulf Coast locations either lacked Mobile’s explosive growth or its importance to the
defense industry and had to fall back on their own resources. Residents of Panama City,
Florida, a community which could not adequately care for its own citizens during the 1930's,
were fortunate enough to have a public-spirited entrepreneur, J.A. Jones, the general
contractor at the shipyards. Jones assumed the role of urban planner and political boss,
building homes for workers and delivering milk and ice to families (Gannon, 1996).
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Between 1940 and 1945, 1.6 million southern civilians left the region, while another 4.8
million migrated within the South. The unskilled and unpropertied of both races constituted
the vast majority of the intra-regional migrants. With so much moving about and crowding
together in towns and cities, that racial tensions erupted into violent conflict, especially along
the Gulf Coast. The timber regions had been especially fertile territory for racial animosity
and lynching during the late nineteeth and early twentieth centuries. The latest economic boom
in the area produced similar unrest.

Although segregation and job discrimination persisted throughout the war in the South, blacks
used the opportunity of the fight against fascism abroad to win concessions at home. They
pushed, mostly unsuccessfully, for equal employment opportunities, access to educational
facilities, and the right to vote. For some whites, such demands were personal affronts.
Whites and blacks literally rubbed elbows on crowded city trolleys and streets; they appeared
at the same workplace, even if at different work stations; and they sought amusement at some
of the same locales established to handle a wartime population with much cash and few roots.

World War II proved to be an enormous economic boon to the Gulf Coast. However,
economic development did not lead to social and racial reform. To the contrary, the fear of
social and racial change strengthened the resolve of southern whites to maintain white
supremacy and segregation. The forces unleashed by the war would eventually doom both the
old-style leadership and the system of racial separation that supported it.

If the war generated unprecedented migration, the postwar era soon broke that precedent.
During the 1950's, 5.5 million farm people left the land and almost 1.5 million whites and
nearly 2 million blacks migrated out of the South. The people departing the farms bound for
Houston, Nashville, Chicago, or Newark, tended to be young; 75 percent of farm youngsters
reaching maturity left agriculture during the 1940's, and the trend continued. Typically,
migrants were relatively more skilled and better educated than the peers they left behind, and

they were more apt to be male than female, a fact that negatively affected family development
in the new surroundings.

The growth of black urban populations provided both an expanding critical mass for black
institutions, especially the church, and greater pressure to loosen the strictures of
disfranchisement and racial segregation. Returning veterans of both races had seen other parts
of the country and the world, and they expected more of their communities as a result. These
young men and women were less content now with the status quo.

A new group of white leaders emerged in the postwar South to challenge the old politics based
upon racial and social inequities. They were not racial egalitarians by any means, but they
shared a sense of fairness and believed that the white South would never move forward
without southern blacks also advancing. Such was the philosophy of Alabama’s James E.
(“Big Jim”) Folsom. Elected governor in 1946, Folsom promoted an ambitious program
including reapportionment, the appointment of registrars amenable to enrolling blacks, the
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removal of a State constitutional prohibition against women serving on juries, and an array of
educational and social service reforms. Alabama senators Lister Hill and John Sparkman

shared his views, though they were not as outspoken, especially on racial matters (Goldfield,
1990).

2.3.5 Social and Political Changes

The emergence of new leaders implied the gradual erosion of power exercised by rural county
elites since the end of Reconstruction. The fiscal conservatism and white supremacist views
of the old leadership were less evident among the new generation of leaders. Federal
expenditures during World War II helped modernize the region, boosted consumer income,
and opened the South to the outside world.

During World War II, roughly 80 percent of Americans in the armed forces spent some time in
the South. For many of these young men it was their first exposure to the South. Prior to the
war, few northerners ventured into the region voluntarily save a handful of wealthy
vacationers to Florida and the mountains of Virginia and North Carolina. Letters home
indicated that northern recruits found ample confirmation of the South’s legendary hospitality,
but many were unprepared for the brutality of the climate, the poverty of the land, and the
rigidity of racial customs. Black soldiers from the North had heard from relatives about
segregation and discrimination, and the North was hardly a racial promised land. Some white
southerners greeted blacks in uniform, especially northern blacks, with suspicion, hostility, or
violence. Some northern whites who trained at southern bases were also repulsed by the
degree of racial hostility they encountered. Neil Simon’s prize-winning Broadway play,
“Biloxi Blues” includes some of these reminiscences, focusing on northern soldiers training at
a base on the Mississippi Gulf Coast (Daniel, 1990).

The trend toward breaking the dominance of social and racial conservatives came to a
temporary halt in the early 1950's. Federal civil rights initiatives during the Truman
administration precipitated a resurgence of political reaction in the South that accelerated after
the 1954 U.S. Supreme Court decision in Brown v. Board of Education of Topeka, Kansas.
The reaction was especially notable in State legislatures. Hard segregationists followed
Folsom in Alabama, and Mississippi and Louisiana voters turned away from the halting steps
they had taken toward racial moderation. So powerful was the grip of racial reaction that the

closing of public school systems and the subsequent loss of education were tolerated by the
white majority in those States.

After the war, northerners carried these conflicted memories of the South with them. When
southern whites greeted civil rights initiatives with intransigence during the late 1940's and
1950's, northern whites remembered their own experiences in the South. They formed an
important contingent of public opinion that eventually pressured Congress to write civil rights
legislation in 1957 and 1960, and particularly the two major landmarks of the civil rights era,
the 1964 Civil Rights Act and the 1965 Voting Rights Act.
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The economic fall-out from opposition to Federal and local civil rights initiatives during the
late 1950's and early 1960's proved instructive, especially for State economic development
offices and urban mayors, though the extent of investment flight has been exaggerated. New
Orleans, which had enjoyed the progressive postwar leadership of the Morrison
administration, had its image as a great party town tarnished by the conflict over school
desegregation in the late 1950's. The activities of Leander Perez in neighboring Plaquemines
Parish and the resistance of the State government further damaged the Crescent City’s national
image. Already faltering as a shipping center, plagued by massive white flight and growing
crime and poverty, New Orleans struggled during the 1960's.

2.3.6 The Offshore Oil and Gas Industry

Fortunately for New Orleans and southern Louisiana, the oil boom overcame the social and
public relations disaster of the civil rights era. Victor Schiro, the city’s mayor during this
period (1961 to 1970), noted with unintended humor that “We in New Orleans are sitting on
some of the greatest assets in the world” (quoted in Bernard and Rice, 1983). During the
1920's and 1930's, initial exploration and development occurred in Louisiana’s deltaic plain.
Introduction of the submersible drilling barge in 1933 expanded oil extraction and the practice
of cutting canals across the marsh or shallow estuaries as a means of getting to the drilling
site. An extensive network of canals from inland water oil development and loss of wetlands
resulted from this practice. At the time, the industry was largely unregulated and
environmental consequences were not considered.

Expanded oil extractions made possible by technological advancements led to the emergence
of a marine construction and supply industry for the offshore oil industry in coastal Louisiana.
The Louisiana State Mineral Board was created in 1936 to lease waters adjacent to the State.
It was also during the late 1930's that the first attempt at production from the GOM (Creole
Field 1-mile off of Louisiana) and the first platform in the open gulf was used. The movement
offshore led to the use of offshore living quarters and concentrated work schedules. The cost
of equipment led to a 24-hour per day operation as a means to accelerate return investment
(Gramling, 1995). From the time that the Kerr-McGee Corporation brought in the first
offshore oil well on the OCS in 1947 to the mid-1970's, 0il companies had sunk over 14,000
wells off the Louisiana coast. In 1981, a consortium of oil companies opened the Louisiana
Offshore Oil Port (LOOP) to capture the imports brought in by giant supertankers, and new
land-based discoveries produced extensive drilling along the Tuscaloosa Trend in southern
Louisiana (Bernard and Rice, 1983).

The oil industry triggered intensive development throughout southern Louisiana. An
industrial corridor, with New Orleans as its focal point, emerged from Baton Rouge to the
Gulf of Mexico. Here again, the impact of Federal funding for wartime production is evident.
During the war, aluminum and synthetic rubber companies located there. Then the
petrochemical industry took over, though not without an assist from the Federal government
(Louisiana’s leaders were much less critical of Federal involvement in economic development
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initiatives.) In 1956, the Army Corps of Engineers acting on a directive from Congress, built
the Mississippi River-Gulf Outlet (MRGO) which cut 40 miles off the trip from New Orleans
to the gulf and expanded the capacity of that city’s port. This, in turn, attracted additional
industry to the region, especially to the upriver parishes of St. Charles, St. James, and St. John
the Baptist (now known collectively with Orleans, Jefferson, St. Bernard, and Plaquemines
parishes as the River Region). Local boosters dubbed the lower Mississippi Valley, “The
American Ruhr.” By 1980, one out of every four jobs in the seven-parish area was related to
oil (Bernard and Rice, 1983).

In Texas, there was smattering of activity during the 1930's as one company carried out
seismic exploration of Galveston Bay, in which Texas awarded leases the following year, with
no apparent exploration. In 1941, British Petroleum completed the first offshore well of the
decade, near Sabine Pass, but the results were too small to warrant further activity (Petroleum
Engineer, July 1, 1936; Oil and Gas Journal, March 26, 1936; Wrather, 1945).

Developments during World War II facilitated offshore activity as oceanographic and
meteorological studies provided data about the ocean floor and operating environments.
Wartime shipyards in Beaumont, Orange, and Houston took on oil rig construction and
developed successively more efficient equipment (Petroleum Engineer, April 1939; Drilling,

February 1952).

After the war, offshore geophysical exploration permits were issued, with significant activity
during 1948 and 1949. Experimental drilling occurred in Corpus Christi Bay during the late
1940's and early 1950's. From 1922 through 1947, Texas issued leases on 82 offshore tracts
on 54,000 acres, but in 1947, there were only three small wells producing on State leases
(Austin Statesman, October 18, 1947; Austin American, August 29, 1947; and Dallas Morning
News, June 25, 1949).

In the 1950's, there was still only scattered activity offshore Texas, largely because of
successful developments offshore Louisiana, the continued addition to reserves from onshore
activity, and cost-price squeezes. During the 1950's and 1960's, most drilling was offshore
Galveston and Corpus Christi. By 1964, no oil was being produced beyond the 3 marine-
league limit. Nearer shore, Shell’s success in the Buccaneer and Den fields, off Galveston
triggered additional interest by confirming geological speculation about the presence of
hydrocarbons in commercial quantities (Oil and Gas Journal, May 29, 1960).

Oil activities offshore of Texas continued to be slow during the 1960's, though Shell carried
out broad-pattern seismic exploration along the whole continental shelf, producing data that
led to increased activity. By 1966, major companies began to drill some leases, which would
expire during the following year. By June of that year, there were nine rigs running (Oil and
Gas Journal, June 7, 1965 and August 22, 1966).
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2.3.7 Promoting Economic Development in Mississippi and Alabama

Oil could not save the sputtering economies of the Mississippi and Alabama Gulf Coasts.
These areas fell behind the rest of the South during the 1960's. Mississippi entered the
postwar era with considerable hope that their traditional position as the poorest State in the
Union would dissipate amid a flurry of economic activity. During the early 1940's as the
South climbed out of the Depression into wartime prosperity, the words most often heard in
chamber-of-commerce board rooms, corporate lunch rooms, and university classrooms
throughout the region were “growth” and “balance.” Growth -- how to achieve it; and balance
-- how to develop an industrial sector to complement the changing farm economy.

During the 1930's, the State of Mississippi under Governor Hugh White had proposed Balance
Agriculture with Industry (BAWI), a program which authorized local governments to acquire
land and buildings for new industry and to issue industrial development bonds for that
purpose. Mississippi, and most southern States, had the advantage of cheap labor and low
taxes, and were accustomed to touting their business-friendly labor and environmental
policies. The major deterrent to industrial migration from an area of greater to lesser
operating expenses was the cost of moving and acquiring the needed buildings and facilities.
By providing a tailor-made structure to house an industry, a Mississippi community could
make an industrial move relatively painless. Toss in tax exemptions of up to 20 years, an

abundant low-wage, non-union labor force, and free infrastructure, and the enticements would
be too difficult to pass.

Postwar Mississippi became a favored destination of relocating plants. A survey conducted in
the 1950's indicated that many of the plants drawn to the State since the war would have
probably come without BAWI subsidies. Moreover, the industries attracted to the State
tended, overwhelmingly, to be low-wage concerns. By 1961, apparel, textile, food, and
lumber and wood products firms accounted for 52 percent of all BAWI operations. The
BAWTI plan did little to elevate local pay scales, but a labor-surplus, capital-deficient State like
Mississippi had little attraction for plants other than those that would employ large numbers of
unskilled workers. The danger, of course, was that these footloose industries would pack up
and leave once the subsidy clock expired and cheaper labor appeared elsewhere, particularly
overseas. Which they did (Cobb, 1982).

Other southern States quickly followed Mississippi’s lead. The booster ethic, evident in the
post-Civil War giveaways of land to railroad and timber companies, persisted in the aftermath
of World War II. In much the same way as the former Confederacy modeled segregation and
disfranchisement laws after Mississippi’s pioneering efforts in 1890, so now they jumped on
the subsidy bandwagon. In 1950, the Alabama Planning and Industrial Development Board
assured corporations that new industries “never pay any property taxes” and that a factory
could “make a profit on its taxes™ (quoted in Bartley, 1995).
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As local and State leaders confirmed or expanded such practices as granting tax exemptions,
facilitating loans, or donating free sites, they remained staunch defenders of conservative
government, free enterprise, and in Mississippi, at least, segregation. The types of companies
attracted by subsidy programs were indifferent to local racial customs, so the negative
publicity generated by violent resistance in Mississippi and Alabama did not constrain those
firms from establishing operations in these States.

2.3.8 Post War Federal Involvement

The emergence of the so-called “Sunbelt” economy after 1965 soon obliterated the memory of
the civil rights struggle for potential investors and migrants. Civic leaders, especially in
Louisiana, Mississippi, and Alabama held on to segregation and white supremacy as long as
possible and then quickly discarded it when it became legally and economically untenable.
The rapid acceptance of the 1964 Civil Rights Act in the South, which outlawed racial
segregation in public facilities, surprised observers. The truth was that white leaders gave up
very little; the fact that blacks could now go to restaurants, movie theaters, hotels, and parks
previously closed to them, meant very little change in the daily lives of most white
southerners. In other words, just as civic and State leaders could accept and encourage
economic development without fear of changing basic social and racial patterns, so they could
accept modification in the racial status quo without giving up either their power or wealth.

The postwar economic boom in the South owed a great deal to generous Federal funding.
Despite the fact that the Federal government and southern States were often at loggerheads
during the civil rights era, southern leaders benefited considerably from continued Federal
largesse. These leaders continued the southern tradition of accepting, even welcoming Federal
involvement provided the intrusion did not upset the social or political status quo. When
President Johnson’s War on Poverty threatened to broaden the power base in some southern
cities, civic leaders backed off. Although the South contained 44 percent of the nation’s
poverty, it received 20 percent of poverty program expenditures (Watters and Cleghorn,

1967). Generally, southern communities and States did not compete vigorously for Federal
dollars designated for reform more than development.

Federal funds to enhance local economies, on the other hand, found eager takers in the South.
Texas and Louisiana gained financially when President Eisenhower signed the Submerged
Lands Act of 1953 which returned to the States the mineral rights to the tidelands. This Act
resolved the issue of ownership of subsurface lands which had arisen in the 1930's when
Louisiana, Texas, Florida, and California assumed they owned the sea bottoms and the Federal
government asserted Federal ownership. President Truman issued Executive Order 9633 in
1945 asserting Federal ownership of the continental shelf. A suit against California was
initiated by the Truman Administration in the U.S. Supreme Court on ownership of minerals
in the waters off the coast. Between 1947 and 1950, the U.S. Supreme Court issued a series of
decisions known as the Tidelands Cases which established the legal rights of the Federal
government over all U.S. offshore lands. As a result of the Submerged Lands Act of 1953, by
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the mid-1950's Texas and Louisiana derived from minerals more than one-third of the total
revenue they collected.

A second piece of legislation also passed in 1953, the Outer Continental Shelf Lands Act of
1953 (OCSLA), authorized the Secretary of the Interior to lease, through competitive bidding,
the Outer Continental Shelf, that is the lands beyond State jurisdiction. The U.S. established
the boundaries between State and Federal jurisdiction in 1954. For Texas and the western
coast of Florida, the boundary is the 3 marine-league line; for Louisiana, Alabama, and
Mississippi, and the eastern coast of Florida, it is the 3-geographical (statute)-mile line. The
Outer Continental Shelf Lands Act of 1953 and its amendments in 1978 are the major
legislation guiding Federal policy on OCS leasing. The first OCS lease sale was held in the
gulf off of Louisiana on October 13, 1954. There were almost 200 structures in place in
Federal waters by the time the first lease sale was held. Court suits by Louisiana and Texas to
block implementation of OCSLA delayed lease sales in 1956, 1957, and 1958. A lease sale
off of Florida was held in 1959. Louisiana continued to fight against OCSLA until the mid
1960's. Except for these early delays, lease sales in the gulf have been held at least annually
and sometimes more frequently. Soon after lease sales started, the Coast Guard, in 1956,
promulgated safety regulations for offshore structures.

In other Federal funding activities, NASA opened a test facility in Bay St. Louis, Miss. at the
height of that State’s massive resistance to integration campaign in October 1961. The
unemployment rate in Hancock County, an area of chronic unemployment and
underemployment dropped from 15 percent in 1960 to 2 percent in 1966. In that same period,
employment in Hancock County shifted from predominantly agricultural employment to
predominantly service and manufacturing employment (Holman, 1974).

NASA, or “NAS$A” as its champions in the gulf States like to write it, played a major role in
supporting scientific research in universities across the South. In 1962, during the most
contentious period of civil rights demonstrations, NASA placed 57 of its 130 grants and
research contracts in the southern States. The public universities of Alabama and Florida
stood among the top recipients.

Texas received the greatest gift from NASA. In September 1961, NASA announced its
decision to construct the Manned Spacecraft Center (now the Johnson Space Center), a $60
million installation on land donated by Rice University for that purpose. NASA policy
dictated a dispersal of facilities away from the East and West Coasts, and the necessity of
water transport probably ensured a gulf site. A year after the decision, before construction of
the Center had been completed, 29 space-related companies had opened up shop in the
Houston area. By 1965, Houston ranked first in the South in population, manufacturing
payroll, value added, and as an industrial and consumer market. It began a dozen-year spurt of
growth in science and market-oriented industries that promised to end its dependence on
natural resources (Schulman, 1991).
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NASA’s Project Apollo spread its operations along the gulf crescent. In 1985, most of the
space agency’s nine facilities were in the South, including the Marshall and Johnson Centers,

the Kennedy Space Center at Cape Canaveral, the Michoud Assembly facility in New Orleans,
and the Mississippi Test facility at Bay St. Louis.

The burgeoning interstate highway system enabled the gulf States to take advantage of the
economic boom during the 1960's and 1970's. When Congress passed the Federal Aid
Highway Act in 1956, one southerner predicted that the measure “promises to have the most
enduring effect on the South of any single piece of national legislation in United States
history” (quoted in Schulman, 1991). There was something to the hyperbole. For decades, the
South had fought discriminatory railroad freight rates. Not until the mid-1960's would equity
appear in that battle. By that time, the truck had eclipsed the railroad as a key purveyor of
goods. Interstate highways opened up many parts of the South to manufacturing. The new
accessibility of rural areas to manufacturers had profound consequences for the South,
especially in places like Hancock County, Mississippi or Brevard County, Florida where a
budding highway network attracted NASA facilities. For rural areas outside the interstate
network, however, decline and decay set in rapidly. The interstate also provided mixed

blessings for other towns as the roads proved to be great development magnets that weakened
downtown businesses.

For cities on the main line, the interstate became as important as a good airport. Interstate 75
connected Tampa with the Midsouth and the Midwest. Interstate 10 pushed across the
northern tier of Florida from Jacksonville to Tallahassee and Pensacola and beyond to New
Orleans. Truck traffic on the interstates further undermined the declining railroads, the
technology that originally made Florida accessible.

The interstate system reinforced the trend from farm to city, and, here again, Federal policy
helped the move from a rural to an urban South. Federal crop allotment cuts in the 1950's had
severe implications for the rice culture in southwestern Louisiana. Farm owners consolidated
their allotments and expelled tenants. These rice tenant families joined the exodus from the
land in a movement that continued in the cotton area (Daniel, 1985).

2.3.9 Other Post War Changes

Agribusiness came to characterize Gulf Coast agriculture increasingly in the postwar years.
Farming and remaining competitive required huge investments in capital that thwarted even
the most efficient family farms. It was a national agricultural story, of course, but even in the
traditional cotton-growing regions of Texas, the perfection of the mechanical cotton picker
required new strains of cotton plants on which bolls grew higher up on the stalk and opened
more evenly, and upon chemical defoliants that caused the leaves to fall off so they would not
contaminate the lint sucked into the trailers. Modern pesticides, huge tractors, and high-tech
cotton farming prospered on the giant agribusiness farms of the Texas plains and further west
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in the 1960's, not on the tired soil of the older East Texas regions. By 1970 corporate farms
were more prevalent in the South than in any other American region (Kirby, 1987).

One feature of postwar technology had an even greater impact on the Gulf Coast: air
conditioning. It was difficult to imagine the extent of economic development, the growth of
tourism, and the migration from other parts of the country to the gulf without air conditioning.
The Gulf Coast climate is hot and cloying in the summer, especially away from the water. The
first air-conditioned skyscraper actually predated World War II. The Milam Building in San
Antonio received the Carrier air cooling system in 1928. Not until the development of reliable
compressors after the war and the growing demand for residential use did air conditioning
come into its own in the South.

24 The “Sunbelt” Years: 1965 to the Present

In 1976 the New York Times published a series of articles touting a new economic
phenomenon, the “Sunbelt,” a region stretching from Virginia to southern California, and
including most of the South, particularly the Gulf Coast (New York Times, February 8 -
February 13, 1976). The South’s economic performance over the subsequent two decades did
little to dispel the impression of promise and prosperity. The South, or southern States and
cities, consistently led the nation in most indices of growth, including population, migration,
value added by manufacturing, and service sector employment increases.

Tampa and Houston, the gulf’s urban book-ends, fared particularly well during most of this
two-decade period. Largely as a result of the oil boom in the 1970's, Houston climbed from
76th to 16th place in national per capita income ranking. From 1975 to 1980, Houston led the
nation in housing starts. Population flowed into the city along with petrodollars. Houston
grew from 600,000 residents in 1950 to 1.6 million in 1980. Tampa emerged from the post-
civil rights era as a model of economic diversity with shipping, citrus products, and tourism
leading the way. Hillsborough County ranks among the 40 top agricultural counties in the
nation, primarily as a result of the citrus and cattle industries. Meat packing, egg production,
dairy products, and nursery/greenhouse stock are also important activities. Both cities boasted
big-league sports teams which, for Tampa especially, was important for providing a common
identity. In 1990 barely one in four residents of Tampa was born in Florida (Bernard and
Rice, 1983).

2.4.1 Increasing Ethnic Diversity

A steady supply of cheap labor fueled the Sunbelt economy, particularly along the Gulf Coast.
The Hispanic migration to Texas and Florida is well-known, but Hispanics have moved into
Louisiana, Mississippi, and Alabama as well, some illegally. One scholar has estimated that at
least one-third of the shrimpers along the Texas Gulf Coast are undocumented Mexicans.
Asians have also arrived along the Gulf Coast (Maril, 1986). Ethnic diversity has historically
characterized the shrimping community in Texas, and it has served as a source of persistent
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conflict in many coastal communities (Maril, 1983). Even when Cajun shrimpers ventured
into Texas in the early 1940's to transform an industry and provide work and capital for
coastal communities, their presence was resented. More recently, Asians have arrived along
the Gulf Coast. By the year 2000, blacks, Mexican-Americans, and Asians will comprise a
majority of Texas’ population.

These ethnic groups will likely change the racial dynamics of Gulf Coast cities, sometimes
increasing tensions and sometimes isolating blacks. Some ethnic groups will also, by the dint
of their enterprise change the economic profile of Gulf Coast areas. In the mid-1970's, for
example, Vietnamese fishers and shrimpers began settling in Pensacola and Panama City
where they applied their skills to revive those industries in the area (Gannon, 1996). But,
when a group of Vietnamese fishers were resettled in Port Isabel along the Texas Gulf Coast,
they were met with hostility and violence. The government relocated them in 1978 after two
Vietnamese fishers in nearby Seadrift killed an Anglo shrimper in self-defense. Southern
States have been slower than the urban Northeastern and Midwestern states in responding to
the particular needs of different ethnic groups. Black and white traditionally has defined
social relations in the Deep South. Ethnicity seems to be a new phenomenon that smaller
communities in particular have difficulty addressing in schools, in the provision of social
services, and in community life (Maril, 1983; Starr, 1981; Mississippi Folklife, 1995).

2.4.2 Tourism and Recreation

Tourism and the recreation industry also picked up along the Guif Coast, especially as
traditionally-booming areas of south Florida became overcrowded, polluted, and, in some
cases, dangerous. The Florida Panhandle will never approach the density of South Florida:
military bases and State parks ensure that much of the region will retain its pure white beaches
and emerald green water. Development pressures are mounting along the Emerald Coast from
Bay County in the east to Escambia County in the western Panhandle. Much of this interest
has been generated by the successful venture of Seaside, developed by Birmingham’s Robert
Davis and designed by the Miami architectural firm of Duany/Plater-Zyberk. While urban and
tourism experts admired the early-1980's plan for Seaside, they wondered if a high-density,
upscale development with a heavy emphasis on culture and the arts as opposed to traditional
resort amusements would work in an area known as the “Redneck Riviera,” more an extension
of lower Alabama than of Florida. The success of Seaside exceeded even Davis’s dreams, and
soon clones of the Victorian-style architecture, if not its esthetic and cultural qualities began
appearing along nearby beaches. The Sandestin Resort in nearby Destin also followed a
tasteful if more tourist-oriented design, and suddenly, the Emerald Coast boomed as a tourist
and second-home center, although “boom” should be taken in the context of the dearth of
development that existed prior to Seaside when Gulf Shores, Ala. claimed the status of the
only upscale community between Panama City and New Orleans (Jackson, 1998).

Further west along the gulf, the Mississippi coast awoke, but with quite different development
in the 1980's: riverboat gambling, particularly in Gulfport and Biloxi. Unlike Seaside,
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however, gambling did not generate the type or extent of development that promoters had
projected. Jefferson Davis’s home, Beauvoir, sits as a graceful reminder to simpler days in
Biloxi, within hailing distance of the casinos, but neither tourism nor lady luck have generated
an economic boom in the area. Jackson, Harrison, and Hancock counties continue to fare

better than the rest of Mississippi, which is more a reflection of the State’s poverty than of the
Gulf Coast’s prosperity.

In Texas, South Padre Island has emerged as a national tourist destination and condominiums
now crowd beachfronts and crowd out commercial fishing. The Texas Gulf Coast is rapidly
becoming a recreational suburb of Houston and Dallas.

2.4.3 Offshore Oil and Gas Activities

On the offshore oil and gas front, the gulf continued to dominate the U.S. offshore oil and gas
activity. Of the total OCS acreage leased between 1954 and 1995, about 83 percent were in
the Gulf of Mexico OCS region. In 1995, 3,823 of the 3,891 of the OCS oil and gas
production facilities in the United States were located in the gulf and about 14 percent of total
U.S. oil production and 24 percent of natural gas production came from the Gulf of Mexico.
Annual offshore gas production peaked in 1980 and matched the peak again in 1990. Gulf
OCS oil production peaked in 1971, followed by an 8-year decline. Qil production increased
between 1982 and 1986 and then declined for the next 4 years (MMS, 1997).

Weak prices discouraged even large companies because the higher front-end costs, greater
drilling costs and longer lead times made prospects in other areas and other nations more
attractive (Hagar, 1984). Development of horizontal drilling techniques facilitated multiple
completions from single sites, improving the economics of drilling both offshore and on
shore. Contractors worked to develop newer versions of Tension Leg Platforms (TLP), which
would work beyond their 600-feet limits, extending to 1,500 feet or more, because doing so
would achieve economies: the TLPs, unlike permanent platforms could be moved to different
locations (Qil and Gas Journal, July 23, 1984 and September 21, 1992). As technology made
deeper drilling more affordable, companies undertook deeper exploration. Technological
transfers from North Sea experience were constant during the 1980's, notably Conoco’s
installation of the first successful TLP in the North Sea during 1984. Six years later, Shell
introduced the TLP to the gulf. Hamilton Brothers Oil & Gas, LTD developed a
semisubmersible floating production facility (SSFPF) for North Sea use in the same period
(Oil and Gas Journal, May 5, 1986 and July 30, 1990). Successful discoveries of natural gas
sustained some activity, largely because finding costs for onshore gas rose as deeper drilling
and smaller finds began to shift exploration economics to favor offshore activity by the end of
the 1980's (Hovath, 1987). By the end of the decade, competition for leases was relatively

high and companies were finding strong natural gas reserves, but the success rate in drilling
was beginning to decline.
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In the mid-1980's, the gulf offshore oil industry suffered major setbacks when the price of oil
dropped significantly following a world wide period of rising prices and expanded production
that led to a decline in oil consumption. The bust of the world oil market in the mid-1980's
was felt locally in Louisiana and Texas coastal parishes and counties with a heavy oil industry
presence. Unemployment was high; many people left the area.

Conventional wisdom on OCS production indicated a long, slow decline, because it was
thought the most promising fields had been found and were approaching or had passed their
peak production capacity. This perception changed in the early to mid-1990's when there was
an upsurge in activity in response to new technology to extend the life of existing fields and
deep water discoveries and the technology to bring the fields into production. Operators
continued to apply new technologies, including three-dimensional drilling, extended reach
drilling techniques, personal computer applications to identify formations, spot areas in old
fields for further exploration, and cut drilling and operating costs (Oil and Gas Journal, April
27, 1992). The number of lease reassignments increased. From about 1993 to 1998 there was
a flurry of activity related to deep water activity, a new chapter in the offshore oil industry.
The Deep Royalty Relief Act offered some incentive for larger companies to follow through
on current projects, but the economics of increasingly deep drilling limited activity (Oil and
Gas Journal, March 22, 1999).

Other oil-related events or issues of the late 1980's and 1990's include concern about oil spills.
The Oil Pollution Act of 1990 and an executive order (12777) expanded MMS’s authority for
oil-spill contingency planning to include all offshore facilities, including those in State waters,
except those associated with deepwater ports. Also in 1990, a moratorium was placed on OCS
oil and gas leasing off the southwest coast of Florida until 2000.

2.4.4 Disintegrating Urban Fabric

Onshore, the economic and social trends of the 1980's and 1990's indicated that the Sunbelt
was not an unbroken sky of prosperity and upward mobility. Although the urban centers of
Florida’s Panhandle thrived, further west in Mobile and New Orleans, tourism and oil could
not sustain a disintegrating urban fabric. Like many older cities in other parts of the country,
Mobile and New Orleans became increasingly black and poor in the post-civil rights era.
Eight out of every ten blacks in the New Orleans Standard Metropolitan Statistical Area lived
in New Orleans; and eight out of ten whites lived in the suburbs as of 1990. Houston would
have shared this fate were it not for Texas’ liberal annexation laws which enabled the city to
dilute its poor black and Hispanic population with affluent suburban whites. Mobile and New
Orleans reflected all of the ills of Newark and Detroit, without the benefit of State support.
Deteriorating public school systems, police corruption, decaying infrastructure, chronic
poverty, and crime reflected the legacy of white flight and an economy too dependent on low-
level service occupations (U.S. DOC, BOC, 1990).
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A basic problem of both cities (and many other Gulf Coast urban areas from Alabama west to
Texas) is a poorly educated and inefficient labor force that serves as a deterrent for industry.
In 1978, a local journalist characterized New Orleans as “the municipal equivalent of a banana
republic, a tropical paradise where the friendly natives unload the freighters by day and pull
down the tourists’ beds for the evening.” In the late 1970's and early 1980's, oil money built
gleaming office towers and new high-rise hotels to cater to increasing numbers of tourists.
The region around New Orleans experienced a significant boom. By 1980 the southeastern
Louisiana subregion grew to include nearly 53 percent of all the people living in Louisiana.
Despite the growth, civic leaders in the region did little to advance the service levels or quality
of life of their constituents. Jefferson Parish has earned a reputation as the “most parasitic
suburb in the United States” (Bernard and Rice, 1983). Despite its status as the State’s
wealthiest parish, Jefferson’s refusal to tax itself has produced schools of questionable quality;
inadequate parks, drainage, and transportation; and the parish has no auditorium. These
suburbanites rely on New Orleans for those services that they prefer not to pay for themselves.

However, New Orleans is hardly in a position to support suburban freeloaders. Economist
James R. Bobo noted at the height of the oil boom that New Orleans still needed to “establish
a social equilibrium to be certain that economic success is available to everyone” (quoted in
Bernard and Rice, 1983). Perhaps as much as one-half of the New Orleans labor force has
been underemployed since the late 1960's. Actually, the oil industry’s impact on New Orleans
generally has been relatively minor. Most of the nonexecutive jobs associated with the
industry are not located in the city, but are upriver or along the coast. Of the $6.5 billion in
industrial investments made in the eight-parish New Orleans area (the River Region plus St.
Tammany) between 1956 and 1979, half went to three suburban parishes -- St. Charles, St.
James, and St. John the Baptist. This trend accelerated from 1975 to 1979 when 86 percent of
such investments went into these three parishes. The capital- and energy-intensive industries
demand skilled workers only. The downtown oil-firm employee is a white-collar worker.
Some oil money undoubtedly trickles down to the poor through the consumer and service
demands made by such well-paid employees, but oil industry jobs are not direct opportunities
likely to benefit inner-city blacks (Bernard and Rice, 1983).

The port of New Orleans, a historic provider of entry-level jobs, has struggled to compete with
Houston and Tampa. Even then, the modern container ship is a labor-saving innovation that
reduces the number of jobs available for unskilled workers. Tourism is a mixed blessing.
More than 50 percent of the jobs associated with the tourist industry are lower-echelon service
positions. Michoud provided only temporary relief. The space program did not generate great
development or cause a massive in-migration to New Orleans as it did in more dynamic
Houston. Also, unlike the Manned Spacecraft Center in Houston, the Michoud plant was
simply a production facility. It had a narrower skill-mix than the Houston site, which had both
scientific and managerial responsibilities (Bernard and Rice, 1983).

Section 2.0 57 Historical Overview



The “Sunbelt” Years: 1965 to the Present

2.4.5 Political Culture and Power

Louisiana’s political culture did not help the situation in New Orleans. The State’s
constitution prohibits local governments from levying income or severance taxes, and greatly
restricts the income derived from property taxes. During the administration of David Treen in
the early 1980's, Louisiana’s homestead exemption jumped from $50,000 to $75,000, which
means that a homeowner does not pay taxes on the first $75,000 of assessed value. In recent
years, the Louisiana Association for Business and Industry has sought to decrease the
exemption, but suburban interests have effectively fended off these attempts. Local historian
Armold Hirsch estimates that, roughly 90 percent of the homes in the cities fall under the
exemption (Hirsch, oral commun., 1997). The city (and all Louisiana cities, for that matter)
must rely on a regressive sales tax which has hovered over 8 percent during the past decade
and from which New Orleans derives three-quarters of its operating revenues. New Orleans
cannot fund existing services adequately, let alone build the infrastructure on undeveloped
land that would attract new industry.

Finally, there is the affliction of tradition in New Orleans, a condition that affects Mobile to a
lesser extent. Oil executives in New Orleans maintain that, while Houston “aggressively
courted the oil industry,” the “conservative character” of New Orleans’ leadership proved
much less proactive. As John G. Phillips, chairman of the Louisiana Land and Exploration
Company explained: “New Orleans remains an older, more traditional, less risk-oriented
economy, while Houston’s economy and leadership are more risk-oriented” (quoted in
Bernard and Rice, 1983). Sometimes this suspicion of change can work in the city’s favor as
witnessed by the long and bitter controversy over the proposed Riverfront Expressway. More
often, it is an obstacle in the way of community development. There is a pronounced distaste
for crass materialism among the old elite who are preoccupied with social rituals, such as
Mardi Gras, which reinforce and emphasize their status. On a daily basis, the elite retreat
behind the social parapets of the Boston, Louisiana, and Pickwick clubs. New Orleans is a
city in which it is perfectly proper to keep a luncheon club member at the rummy table while a
client waits at the office. This elite is native born, with family roots sunk generations deep in
local soil. In few other American cities does birth, as opposed to achievement, count for so
much. There is a severance between political and social leadership, especially since blacks
have grown dominant in local politics. Such divisions prevent united community-wide efforts
to solve raging social and economic problems.

Unlike New Orleans, political power in Houston is still based in the business community.
Although that power is more diluted and is increasingly shared with other groups, especially
Hispanics, the business community sets the basic agenda for the city. That community
includes bankers, realtors, developers, investors, builders, and the large law firms, reflecting
Houston’s increasingly diverse economy. With the continued influx of newcomers, the
culture and values of Houston support the concept of unlimited economic opportunity
provided by the business community. Although power is increasingly shared with minorities,
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the minority leaders are often businessmen who share the basic values of their white
contemporaries (Bernard and Rice, 1983).

It should be noted that the constitutions of the gulf States organize the branches of government
differently. For example, the legislatures of Florida, Louisiana, and Mississippi meet
annually. In Texas it meets every 2 years. And, in Alabama it meets every 4 years. The
distribution of power established in each State’s constitution has implications for the
likelihood of effective involvement in economic development. The distribution of power
differs among the five States, and, in most instances, the prevailing political culture combines
with the structure of government to have policy implications for development at the local

level. The interaction between culture and structure is most evident in the States of Louisiana
and Texas.

The 1974 Louisiana Constitution provides substantial home rule, so state influence is most
obvious when State agencies control the money (as for Charity hospitals), the licenses (as with
river boats), or both (universities). Home rule allows cities great discretion in the use of its
funds from its own bonds, but little discretion in the use of State funds. Even prior to home
rule, it was possible for parish bosses to emerge and build up financial and patronage bases of
substantial proportions. Leander Perez’s empire in Plaquemines and St. Bernard parishes is
the most notorious example of such influence. In Louisiana, however, it has not been
exceptional for individuals to build fortunes out of politics -- the World’s Fair and river boat
and hospital licenses come most readily to mind. Perez’s oil leases, however, may have been

unique in the amount of ongoing money and in the intersection of economic and political
power.

Perhaps the most interesting feature of Louisiana politics today is the absence of a politically-
dominant group. Politics, therefore, is quite open. The openness inhibits the accomplishment

of important legislation. Despite the strong governor system, the parishes, therefore, retain
considerable power.

The parishes themselves are in the throes of reorganization, as urban and suburban parishes
abolish police juries and install council systems. There is a vast difference between parishes
governed by police juries and those governed by councils. Under the police jury system, each
police juror had much more power over road repair, to give one example, in his or her
individual district than any other juror. Under the council system, power is far more
concentrated in the hands of the independently elected parish president. As parishes change to
the council system, the battle for control is sometimes fierce, often with powerful families
arrayed against each other, especially in rural parishes. It is in these parishes that there exists

the greatest potential for the emergence of a “virtual parish dictator” (Rose, oral comm. 1999;
Hyde, oral comm. 1999).

In some respects, Texas is almost a mirror image of Louisiana. The State has one of the
weakest governors in the South, and, in fact, it has one of the constitutionally weakest State
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governments in the region. This system derives from the Reconstruction era when the
“Redeemers” rewrote State constitutions to ensure that bits of authority were invested in a host
of elected State officials, and, therefore, in no one. Texas does not have a State income tax
and relies heavily on a regressive sales tax for its revenues.

A unique feature of Texas government is the system of funding public education. Counties
have no role in public education. The education code is administered by the Texas Education
Agency and the 1,100 school districts. Costs are shared (roughly on 50 percent-50 percent
basis) by the State (through the sales tax) and the districts (through the property tax).

Apart from these structural elements which might appear to inhibit policy formulation and
implementation, Texas has put into place a number of progressive policies during the past two
decades. Though the State is vigorously pro-business, it also has among the most enlightened
social legislation in the South. A major reason for this is the demographic and religious
diversity of the State, highlighted by the relatively large Hispanic population, the presence of
large, cosmopolitan metropolitan areas, and a mixed economy strong in extractive industries,
services, and education. These economic activities have generated their own constituencies

that also tend to moderate State policies (Calvert and De Leon, 1990; and Hobby, oral comm.
1999).

The wealth and diversity of Texas combined with a heritage of moderate politics transcend the
relatively weak structure of State government. In Louisiana, despite the constitutionally-
strong governor, considerable power rests in the parishes where, historically, personal politics
has typified the political process.

2.4.6 Environmental Issues

Environmental issues have moved to the political foreground in many Guif Coast States and
among a broad spectrum of the region’s population. Although offshore oil drilling has
provided significant income for Louisiana and Texas, and their residents, concern grows over
the potential for oil spills. In 1979, an oil spill in Mexico fouled the Texas Gulf Coast. Five
years later the tanker Alvenus dumped crude oil off the Louisiana coast.

Impoverished Gulf Coast residents are also joining the environmental chorus, especially in
Louisiana where government officials have allowed the petrochemical industry considerable
latitude. “Cancer alley,” a corridor stretching along the Mississippi River from Alsen in
suburban Baton Rouge down past New Orleans, has become a notorious metaphor for
unchecked corporate pollution. Louisiana has consistently scored at the bottom of the Green
Index, an annual standard of environmental health in the South, published by the Institute for
Southern Studies in their magazine, Southern Exposure. The State also ranks at or near the
bottom in basic lifestyle indicators such as infant mortality, households without plumbing, the
number of doctors delivering patient care, and the number of workers in high-risk jobs. On
the other hand, the State has been historically generous to the petrochemical firms. During the
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1980's, for example, the 30 largest corporations in the State, many of them in the
petrochemical field, received $2.5 billion in Louisiana property-tax exemptions. These
exemptions did not necessarily result in more work for the State’s labor force; relatively few
new permanent positions were created by the windfall. Louisiana has transformed in the
twentieth century from a poor agricultural State to a poor industrial State (Bullard, 1994;
Southern Exposure, 1993).

The vast majority of residents living near the petrochemical plants along “cancer alley” are
black, a population historically restricted in both political and economic rights in Louisiana.
Concerns about “eco-racism” emerged from both the civil rights movement of the 1960's and
1970's, and the environmental movement of the 1970's and 1980's. While middle-class Gulf
Coast residents promote the conservation of gulf fisheries and the adoption of stricter land use
regulations to enhance their property values, poor Gulf Coast citizens have battled local and
State authorities to control severe industrial polluters onshore and the incineration of
hazardous waste offshore (Maril, 1986).

On land, hazardous waste facilities are often located adjacent to black communities like Alsen,
La. During the mid-1980's local residents successfully organized, with the help of the Sierra
Club and Greenpeace, to block the incineration of PCBs in their neighborhood. A report
issued by the Environmental Protection Agency in 1993 confirmed residents’ suspicions of a
strong correlation between the location of polluting plants and waste facilities and black
districts (Bullard, 1994). Several companies, such as Georgia Gulf, Dow Chemical, and
Placid Refining Company have dealt with the problem by purchasing black communities near
their facilities. Similar organized activities of poor black and Hispanic residents have
occurred in Brownsville, Tex., in 1983, to protest the burning of carcinogenic wastes in the
Gulf of Mexico off Brownsville, and in Houston’s black neighborhoods where all of the city’s
landfills were located, as well as three of the four privately-held sites in the city in 1980. In
June 1997, the Louisiana National Association for the Advancement of Colored People
(NAACP) organized a demonstration for eco-justice in Baton Rouge that drew 10,000
participants. These protests have had mixed results: some amelioration of pollution, outright
purchase of adjacent properties, and, in Houston, at least, little success in locating landfills in
other parts of the city (Maril, 1986). Nevertheless, environmental issues now loom large in
the considerations of both middle-class and poor gulf residents.

2.4.7 Southern Political Parties

Recent political history in the Gulf Coast region does not offer evidence that historical social
and public policy trends will change to the benefit of underemployed and impoverished
residents. The passage of the 1965 Voting Rights Act altered the landscape of southern
politics. Prior to 1965, fewer than 20 percent of the region’s black population could vote; the
figure was considerably lower in Alabama, Mississippi, and Louisiana. After 1965, black
voters streamed into the Democratic Party, the party they associated with the civil rights
legislation of the 1960's. Ironically, at the State and local levels, the Democratic Party in the
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South had been a bastion of white supremacy since the 1890's. In the mid-1960's, black voters
entering polling booths in Alabama pulled Democratic levers emblazoned with an eagle whose
talons clutched a banner with the inscription, “White Supremacy.”

The influx of large numbers of blacks into the Democratic Party coincided with and related to
the revival of the Republican Party in the South. Barry Goldwater’s 1964 Republican
presidential candidacy was a catalyst for Republican politics in the region. Goldwater had
voted against the 1964 Civil Rights Act and even if he had vowed, as one southern journalist
noted, to collectivize all the farms in Mississippi, he would still have been a hero to that
State’s white population. Although he won only six States nationally, he ran strongest in the
Gulf Coast States of Alabama, Mississippi, and Louisiana. He received 87 percent of the vote
in the Magnolia State. Before the 1960's, the Republican party in the South, such as it was,
appeared among a scattering of voters in the cities and in the mountain counties of Virginia,
North Carolina, and Tennessee. “Moderate” would be the most appropriate description of
these Republicans. They counted few rabid segregationists among them and favored
economic development policies.

The civil rights movement and its aftermath changed both the nature of the tiny southern
Republican Party and southern politics. Although whites usually retained their Democratic
registration and often voted for local Democratic candidates, they increasingly cast ballots for
Republicans. A survey of House and Senate leadership and key committee chairs in the
1990's revealed the inordinate power of southern Republicans at the national level. This
power has sifted down to the States with Republican administrations in Alabama, Mississippi,
and Texas. After a brief liberalization of southern politics during the early 1970's, growing
Republican might has returned several southern States to the political culture of the pre-civil
rights era: low taxes, meager social service expenditures, and large subsidies to migrating
firms. In the 1990's southern States spent significantly more on roads and highways than did
States elsewhere. They provided relatively fewer services, and expenditures for such
programs as Aid to Families with Dependent Children were substantially below national
averages (Goldfield, 1993).

At the same time, the re-emergence of the religious right since the 1970's, and the formation in
Virginia of the Christian Coalition in 1989, has infused the southern Republican Party with a
well-organized and committed group of workers and voters who promote a moral agenda that
replays many of the battles of the 1920's. Alabama’s Republicans have been in the forefront
of this crusade with conflicts over school prayer and the teaching of evolution in the public
schools. Republican Governor Fob James threatened State interposition in rhetoric
reminiscent of the State’s defiance in the 1960's to protect the right of a judge to post the Ten
Commandments in his courtroom. Such actions tend to deflect attention away from

educational, social service, and development issues, or at least interpret those issues in
sectarian terms.
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Some of the Gulf States’ inertia to deal with social issues reflects a growing national
consensus that these problems are beyond the capability of State and local governments
anyway. Suspicion of government at any level remains strong in the South. There is a
reluctance to address such issues as increased aid to education, the problems of
underemployment, social service levels, and environmental protection. Advancing on any of
these fronts might increase taxes (a political nightmare), compromise the sanctity of private
property, or threaten the State’s “good business climate” (defined as non-union labor, weak
regulations, and strong subsidies to industry). However, it is also true that if leaders perceive
political and economic benefits deriving from particular social policies, they will likely
embrace them. With the exception of Louisiana, there are strong environmental and education
movements in all Gulf Coast States across a wide spectrum of the population. Good business

climate, in other words, can encompass selective social policies given the right set of
circumstances.

2.4.8 Other Changes

It is also important to note that State action in the South may depend on Federal initiatives.
Civil rights legislation is one obvious example of Federal involvement in local social policy.
Equally important, Federal funding has served as a key economic catalyst for the gulf States
since World War II. Identified as an economic failure in 1938, the South has emerged at the
end of this century as the national poster region for the American economy. The American
South’s rise to prominence has resulted from a confluence of factors of which Federal funding
was an important, but by no means the sole element. The South’s racial accommodation
released the energies of millions of black southerners to participate more positively in the
regional economy, and it also improved the South’s image nationally. The expansion of
wealth in postwar America and, especially since the 1960's, resulted in earlier retirements and
more leisure and vacation time. The South’s climate, low taxes, friendliness, and general
quality of life attracted retirees and visitors. Florida leads the nation in the mailbox economy:
retirees who receive their pension and social security checks earned in other parts of the
country resulting in the greatest single capital transfer between regions in the United States.
The Gulf Coast States have enjoyed a growing tourist industry, along the beaches of Texas,
the Panhandle of Florida, and the Mississippi and Alabama coasts.

The South has also benefited by comparison with the North and the rest of the nation after
1965. The ink was scarcely dry on President Lyndon B. Johnson’s signature that made the
Voting Rights Act the law of the land, when the Watts district in Los Angeles erupted in racial
conflict. In a series of long, hot summers over the next 3 years, America’s racial problems
were suddenly revealed as national in dimension. The civil rights struggle had highlighted
racial inequities in the South, but the civil disturbances of the late 1960's indicated that race
was indeed an American dilemma. Just as suddenly, the South’s image as a benighted,
bigoted region changed. Southerners had seemingly reached a racial accommodation, their
cities were calm, and their economies boomed. As heavy industry collapsed in the Rust Belt,

Section 2.0 63 Historical Overview



The “Sunbelt” Years: 1965 to the Present

and racial tension ignited across the North, the South seemed like a better place to live, work,
and retire.

This change in image coincided with changing trends in how firms organized and conducted
their business. Corporations learned that all activities need not occur under one roof. Out-
sourcing accelerated during the 1980's and after, and the South with, again, its cheaper labor,
cheaper land, and quality-of-life amenities became a prime location for back-office operations.
Airlines instituted hub-and-spoke systems rather than concentrating flights in New York and
Chicago to the great benefit of Atlanta and other southern airports. As the consumer base
grew in the South, branches of major firms and retail outfits came south. And migrants from
other parts of the country followed. By the 1990's, the South was the most sought-after region
in the country in terms of migration. In less than half a century the South has been
transformed.

2.5 Conclusion

While the South has been transformed, some things have remained the same. In the 1930's,
Mississippi novelist Stark Young responded to concerns that industrialization and
urbanization would overwhelm southern traditions. Young assured the doubters that the
South “could accept the machine, but create our own attitude toward it” (Young, 1930).
Generally, that is what has happened. Vast economic changes have occurred in the South
since Young’s reassurance. Some of these changes have been superficial or merely a
reworking of the old theme of labor and land exploitation. The tenacity of poverty and
underachievement in Alabama, Mississippi, and Louisiana testifies to the persistence of
historical factors as shapers of contemporary life. Other economic changes have struck
deeper, and Texas and Florida are the strongest examples of those transformations. Even in
these more prosperous gulf areas, however, success has left many people behind and many
cultural traditions and institutions intact.

There is also a question as to whether the Federal government will continue to play a key
development role in the South, or anywhere else for that matter. The trend in recent years has
been to shift some Federal responsibilities to the States without a consequent transfer of
funding for those programs. Southern States have historically lagged behind the rest of the
nation in the degree of support afforded to social services. Voluntary contributions and
corporate good works have formed a greater part of the social service landscape in the South
than in other regions of the country. Despite the positive nature of voluntarism, it cannot fully
address the persistent problems of poverty and underemployment.

Fiscal conservatism has also characterized support for public education at the State and local
levels, though southerners have improved their rankings in the past decade. Historically, there
has been little need for an educated workforce. The abundance of cheap and relatively
unskilled labor has functioned as an important “selling” point to attract industry and other
economic activity. The types of economic activities that truly develop rather than merely
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grow an economy require skilled workers. Knowledge function industries will grow
substantially in the coming years and the southern workforce is not well-prepared for that
trend. The Silicon Hills in and around Austin, Texas, and North Carolina’s Research Triangle
Park belie such concerns, but firms in those areas have succeeded because, for the most part,
they have imported their highly skilled workers. The South has not only been the region of
huge capital transfers, but of people, technology, and skills as well. All of this is fine for the
general State and urban economies, but such migration does little to solve problems of
underemployment and the persistent poverty among minority groups. At the same time, the
surge in overseas immigration to the South exacerbates the employment woes of those long-
time residents who possess few skills and resources to compete at the higher levels of the
post-industrial economy.

Ultimately, in our Federal system, States play an important economic and social role, and
given the devolution trends of recent years, their role will expand in the future. Although
Florida and Texas have problems of infrastructure and pollution, and possess a political
culture more comfortable with fiscal conservatism and private initiatives than with an
expansive public sector, prospects are bright. That is much less the case for Alabama,
Mississippi, and Louisiana. Historically, racial divisions, a weak economic base, and
inadequate, incompetent, and often corrupt State administrations have limited the
effectiveness of these governments. Alabama’s incentive package to the Daimler-Benz
corporation reflects traditional economic development efforts through the recruitment of
industry. The State paid roughly $200,000 for each job the Mercedes plant will recruit. In
Mississippi, the Republican-dominated State administration views tax-cutting and decreased
expenditures as the highest priority in one of the nation’s poorest States. In Louisiana,
politics of the extreme are often the norm, and sectional, religious, racial, and political
divisions that make similar differences in other States seem benign by comparison.

Cities often assume characteristics of their States; in a Federal system, this is not surprising.
In the South, it has been perhaps more so because of regional distinctions. Compare, for
example, Houston and Tampa with New Orleans and Mobile. Texas and Florida are generally
more prosperous, boast a more diverse economy, and a more progressive local and statewide
leadership than either Louisiana or Alabama. All the Gulf Coast States have experienced
periods of boom and bust; but the booms in Alabama, Mississippi, and Louisiana have not
generated a sufficiently diverse economic development nor a particularly high quality
workforce. The coastal areas of Mississippi and Louisiana have generally fared better than the
interior districts of those States; not so in Alabama, where Birmingham is experiencing a
revival. The highly-touted Tennessee-Tombigbee Waterway has provided markedly fewer
economic benefits than Mobile boosters had hoped. Larger barge trains move faster on the
Mississippi River than on the lock-impeded Tenn-Tom. Perhaps the most important legacy of
the Waterway is that it probably marked the end of an era of Federal support for such massive
water projects. The Corps of Engineers has recently turned much of its energies to projects
aimed at restoring the environment (Stine, 1993).
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The close relationship between cities and their States highlights the fact that geographical
contiguity along the Gulf Coast has not resulted in historical continuity. Specifically, the
region’s history points to the emergence of three subregions: the Texas Gulf Coast; the Florida
Gulf Coast; and the coast bounded by Alabama, Mississippi, and Louisiana.

The dynamic city of Houston gives the Texas Gulf Coast its character: brash, bold, and future-
oriented. When the first post-war oil boom occurred in the 1970's, Houston was well on its
way to diversifying and globalizing its economy. The boom diverted Houston from this
process, but the collapse of the 1980's, though painful, enabled the city to broaden its
economic base in the 1990's. Houston and the Gulf Coast of Texas benefits from a prosperous
State with an excellent system of higher education, a high-tech center in Austin, and banking
facilities in Houston and Dallas (though controlled by out-of-State banks).

The Gulf Coast of Florida reflects some of the same characteristics as its counterpart at the
other end of the gulf. It is a growing and prosperous region. The Panhandle especially has
emerged from the shadow of Alabama to reflect more of the prosperity of the Sunshine State.
The rapid growth of tourism and second-home development, along with greater environmental
sensitivity should benefit Florida’s Panhandle. The heavy military investment there, while
precarious given the current downsizing, has not lulled communities like Pensacola as they
work to diversify their economies (Tamberrino, 1993).

In the third subregion comprising Alabama, Mississippi, and Louisiana, the burdens of
southern history weigh most heavily. In these States, most indices of modern civilization lag
behind the rest of the nation, including per capita income, educational levels and expenditures,
infant mortality, and health care. Investment in human capital has not been a strong suit in
these States. Chronic poverty, tight control by a ruling elite, and endemic racism have short-
circuited attempts to rectify decades-old problems. The coastal areas of these States are most
vulnerable to boom-bust cycles, less likely to be prepared for them, and less able to deal with
the consequences than Gulf Coast areas in Florida and Texas. The recent dominance of the
Republican Party in these States militates against greater public investments in human capital.
Instead, business subsidies, maintaining low tax structures, privatization, and sectarian-
inspired issues are likely to crowd legislative agendas. Still, there are some bright prospects.
Mississippi has tried to make its higher education system competitive; the community college
system in Alabama is effective in its vocational programs; and grass-roots environmental
movements are growing in Louisiana. The tourist industry has also taken root along the
Alabama and Mississippi Gulf Coasts.

Even in the Gulf Coast areas of Florida and Texas, though, the general prosperity and relative
progressive political culture of those States confront serious challenges. The coastal areas of
these States include sensitive ecological environments that could be irreparably harmed by
further development. The large influx of unskilled immigrants presents social, ethnic, and
financial problems for these States and for the jurisdictions which receive them. Equally
troubling, historic patterns indicate that the periodic economic booms have either not involved
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the lowest-skilled and least educated resident workers, or their impact has been temporary.
The Gulf Coast cannot “grow” itself out of these social and economic disparities. What is
needed 1s not so much new economic development as more investment in human capital and
increased social services. Given the political trends and the historic proclivities of State and
local governments in the region, the likelihood of formulating and implementing such policies
is not good.

It is important to keep in mind that the South is hard to predict. The President’s economic
report in 1938 and the persistence of white supremacy, segregation, and one-party politics
through the first half of the twentieth century would have led most experts to believe that little
good could come out of this region except the people who escaped it for a better life
elsewhere. Yet, in little more than a few decades, a blip in historical terms, the South has
been transformed into a prosperous region with nation-leading growth rates. Legal
segregation crumbled and race relations are arguably better in the South than anywhere else in
the United States. If it is true that Americans vote with their feet, then African Americans
have been voting for the South since the 1970's when the region experienced its first net-
inmigration of blacks since the days of the slave trade. Although many of the old conservative
shibboleths remain, the political process in the South more closely resembles the rest of the
nation and is considerably more open than it was little more than a generation ago. These
changes have undoubtedly changed the South, though the degree to which they have changed
the region’s culture and social and economic divisions is much less clear.

The Gulf Coast landscape represents a land of incredible beauty from the dark bayous of
Lafourche Parish in Louisiana to the sugar-white sands of the Florida Panhandle; there are also
urban wastelands, garish development, and the unseen trails of deadly toxins. It is a region
whose identity is tied closely to the States which comprise its boundaries, yet with an identity
and a history of its own. The people, the land, the economy, and the political culture derive
from those places and their histories, and that legacy will shape the future. The Gulf Coast is
many things, but above all, it is the South.
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3.0 Gulf of Mexico OCS Oil and Gas Activities

3.1 Introduction

This section discusses oil and gas activities from several perspectives. The first is the broad
or regional view that looks at (1) OCS oil and natural gas production as a portion of total U.S.
production; (2) GOM OCS oil and gas production as a portion of total U.S. oil and gas
production; and then (3) GOM OCS oil and gas production as a portion of total U.S. OCS oil
and gas production. The second perspective takes a more narrow view and examines activity

by State. Louisiana and Texas are the States with most of the offshore activity and the longest
history of activity.

Crude oil and condensate (hereafter referred to as crude oil) and natural gas extraction from
the broad perspective or total Gulf of Mexico perspective are discussed in terms of:

. Sales volume -- a physical measure of the quantity of oil and/or condensate or natural
gas sold

. Sales value -- a measure of the total revenues or dollar value received by producers
for oil and/or condensate or natural gas sold

. Price -- the cost per barrel for oil or million cubic feet for natural gas

Sale value and price are presented in 1998 constant dollars. Conversion to constant 1998
dollar value used the gross domestic product implicit price deflator. The data series for sales
value and price covers the period 1959 to 1995. The data series on sales volume covers the

period 1954 (the beginning of the OCS leasing program) to 1995, which is the most recent
available data.

The discussion by State is limited to production of crude oil and natural gas. The information
on offshore activity is from the Minerals Management Service, Federal Offshore Statistics,
1995. As noted in the sources to the figures, other information came from the Energy
Information Administration, and for State production from the Louisiana Department of
Natural Resources and the Texas Railroad Commission.

3.2 Gulf of Mexico OCS Oil and Gas: An Important U.S. Energy Resource

The broad view of OCS activities looks at OCS as a portion of U.S. oil and gas activities.
Figures 3-1 and 3-2 compare sales volume of crude oil and natural gas from OCS and non-
OCS areas. Federal OCS oil and natural gas production as a portion of total U.S. production
has generally increased since 1954. There was a slight decrease, however, from 1977 to 1982.
Federal OCS crude oil production peaked as a portion of total U.S. production in 1995, at 17.4
percent. Production of OCS natural gas as a portion of total U.S. production peaked in 1990
at 27.4 percent. Figures 3-3 and 3-4 compare Gulf of Mexico OCS and non-Gulf of Mexico
OCS areas in terms of sales volume of crude oil and natural gas. As can be seen in the
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Figure 3-1. U.S. crude oil and condensate sales volume, 1954 to 1995.

Source: DOI, MMS, 1998. Energy Information Administration, 1998.
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Figure 3-2. U.S. natural gas sales volume, 1954 to 1995.

Source: DOI, MMS, 1998. Energy Information Administration, 1998.
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Figure 3-3. OCS crude oil and condensate sales volume, 1954 to 1995.
Source: DOI, MMS, 1998. Energy Information Administration, 1998
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Figure 3-4. OCS natural gas sales volume, 1954 t01995.

Source: DOI, MMS, 1998. Energy Information Administration, 1998.
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figures, Gulf of Mexico OCS production accounts for the majority of OCS production of
crude oil and natural gas.

Figures 3-1 through 3-4 demonstrate that OCS oil and gas sales volume have risen to be
important sources of U.S. oil and gas sales volume; GOM oil and gas sales volume are large
portions of total OCS production; and therefore, GOM oil and gas sales volumes are

important sources of total U.S. production. Table 3-1 illustrates these points using 1995 as an
example.

Table 3-1. Contribution of OCS and GOM OCS crude oil and natural gas to total
production and OCS production, 1995.

Crude Oil and Condensate Natural Gas
OCS Production as a % of 17.4% 23.8%
Total U.S. Production
GOM OCS Production as a 14.4% 19.6%
% of Total U.S. Production
GOM OCS Production as a 82.6% , 99.2%
% of Total OCS Production

Source: DOI, MMS, 1997.

The importance of the GOM to U.S. OCS activities is further illustrated by the following.
Almost all (3,823 out of 3,891 or 99.4 percent) of OCS oil and gas production facilities in
1995 operated in the Gulf of Mexico. Of the total 80,047,859 OCS acres leased between 1954
and 1995, 66,350,942 acres (about 83 percent) were leased in the Gulf of Mexico OCS region.
The Gulf of Mexico accounts for almost all natural gas produced on the OCS. There is more
variation over time with the contribution of all OCS crude oil production to total production
and GOM crude oil production to total OCS production.

3.2.1 Trends in Gulf of Mexico OCS Oil and Condensate

OCS oil production in the Gulf of Mexico region is primarily limited to areas off of Louisiana
and Texas. Between 1954 and 1995, the sales volume of crude oil from the OCS areas
offshore of Louisiana and Texas increased from 3.4 to 343.8 million barrels (see Figure 3-3).
Seven general trends in GOM OCS sales volume of crude occurred between 1954 and 1995:
(1) increasing between 1954 and 1971; (2) decreasing between 1972 and 1976; (3) increasing
in 1977; (4) generally decreasing between 1978 and 1981; (5) generally increasing between

1982 and 1986; (6) decreasing between 1987 and 1990; and (7) increasing between 1991 and
1995.
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The sales value of GOM OCS crude has been highly variable. Sales value (in 1998 constant
dollars) ranged from a low of $555.2 million in 1959 to a high of $15.7 billion in 1981. Sales
value in 1995 was $5,785 million. Between 1969 and 1976, the constant dollar sales value
generally increased, but exhibited an oscillating pattern (increasing in one year and then
decreasing in the next) between 1971 and 1972, 1974 and 1975, and again between 1976 and
1977. In addition the range between the annual high and low values generally increased over
time. Between 1978 and 1981, the sales value increased until its 1981 peak level. Since
1981, the sales value of GOM OCS crude has generally decreased, but with a slight increase
between 1983 and 1984, 1988 and 1990, and 1994 and 1995 (see Figure 3-5).

The real price received for GOM OCS crude oil widely varied between 1959 and 1995 and
explains most of the variation in sales value over that period. (See Figure 3-6.) The price
levels do, however, closely coincide with the boom/bust years. In general, there are seven
possible temporal patterns or trends in the real price of GOM OCS crude oil: (1) generally
slightly decreasing between 1959 and 1972; (2) increasing between 1972 and 1976; (3)
decreasing between 1976 and 1978; (4) increasing and reaching a peak between 1978 and
1981; (5) substantially declining between 1981 and 1988; (6) increasing between 1988 and
1990; and (7) generally decreasing between 1990 and 1995. Particularly extraordinary,
however, was the rate of change in the real price of GOM OCS crude between 1979 and 1981
(a 167 percent increase ) and 1981 and 1988 (a 63 percent decrease).

3.2.2 Trends in Gulf of Mexico OCS Natural Gas

Gulf of Mexico OCS natural gas is not only important to the regional economies, but it
typically has a higher sales value than does crude oil. Gulf of Mexico OCS natural gas
production generates approximately 40 percent more in royalties than does Gulf of Mexico
crude oil production. In 1995, royalties received from Gulf of Mexico natural gas equalled

nearly $1.2 billion, while royalties received from crude oil and condensate equaled about $0.8
billion.

Between 1954 and 1981, the sales volume of Gulf of Mexico OCS natural gas dramatically
increased from 0.06 to 4.84 trillion cubic feet (see Figure 3-4). There were four peaks in sales
volume: 1981, 1984, 1987, and 1990. The sales volume of GOM natural gas exhibited five
general trends: (1) increasing between 1954 and 1981, except for a slight dip in 1975; (2)
small decrease between 1981 and 1983; (3) a variable, but generally, decreasing pattern
between 1984 and 1989; (4) an increase between 1989 and 1990 and decrease between 1990
and 1991; and (5) a very modest increase between 1991 and 1995.

As seen in Figure 3-7, sale value of GOM OCS natural gas increased between 1959 and 1982,
with a steep increase between 1977 and 1982. Since 1982, the value has generally decreased
with minor peak values or increases in 1984, 1990, and 1993. The 1995 sale value level was
about equal to what it was in 1977.
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Figure 3-5. Revenue received from sales of Gulf of Mexico OCS crude oil and condensate, 1959 to 1995.
Constant 1998 dollars (deflated with gross domestic product implicit price deflator)

Source: DOI, MMS, 1998.
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Figure 3-6. Price per barrel received from sales of Gulf of Mexico OCS crude oil and condensate,
1959 to 1995.

Constant 1998 dollars (deflated with gross domestic product implicit price deflator)

Source: DOI, MMS, 1998
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Figure 3-7. Revenue received from sale of Gulf of Mexico OCS natural gas, 1959 to 1995.
Constant 1998 dollars (deflated with gross domestic product price deflator).

Source: DOI, MMS, 1998.
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Figure 3-8. Price received per thousand cubic feet of Gulf of Mexico OCS natural gas, 1959 to
1995.

Constant 1998 dollars (deflated with gross domestic product price deflator).

Source: DOI, MMS, 1998.
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Similar to the real price of GOM OCS crude oil, the real or inflation adjusted price of GOM
OCS natural gas has widely varied over time. (See Figure 3-8.) Between 1959 and 1974, the
price of GOM OCS natural gas fluctuated slightly up and down from year to year. Then,
between 1975 and 1983, the price increased dramatically (from $0.9 to $4.29), followed by a

decrease between 1984 and 1992. The price increased in 1993 before decreasing in 1994 and
again in 1995.

33 Gulf of Mexico OCS Price Patterns and International Events

Figure 3-9 compares prices (in 1998 constant dollars) of world, U.S., and GOM OCS natural
gas between 1972 and 1995. In the 1970's and early 1980's prices for GOM, U.S., and world
natural gas increased substantially, but world prices increased at a much more accelerated rate
to more than twice U.S. and GOM prices in the early to mid 1980's. The U.S. and OCS prices
track reasonably close with the world prices for natural gas, however, since the mid-1980's
total U.S. consumption began to exceed domestic production, and the United States became
increasingly dependent on foreign imports of natural gas.

Figure 3-10 compares the prices (in 1998 constant dollars) of crude for the world, U.S. and
GOM OCS from 1970 to 1995. Table 3-2 is a chronology of events affecting world and local
oil markets and prices between 1970 and 1997 compiled by the U.S. Department of Energy,
Energy Information Administration (1998). U.S. and GOM OCS crude prices track world oil
prices and events affecting supplies and prices. The large peak or increase in Gulf of Mexico
OCS price coincides with the peak world price and the first major fighting in the Iranian-Iraqi
war. [t also follows the Saudi increase in the price of light oil to $34 (in current dollars;
$52.36 in 1998 constant dollars) per barrel. The major downturn in 1986 coincides with
widespread use of netback pricing (i.e., the estimated net price received at the wellhead) and
the Organization of Petroleum Exporting Countries (OPEC) production levels of 18 million
barrels per day. Other factors influencing price declines between 1981 and 1986 include
increased production of crude by both OPEC and non-OPEC nations and large price cuts by
Norway, the United Kingdom, and Nigeria. Another peak price of crude occurred in 1991 at
the time of Desert Storm and the invasion of Kuwait.

34 Annual Rate of Change in Energy

Table 3-3 summarizes some of the information presented in the previous sections by showing
the annual rate of change in GOM OCS crude and natural gas sale volume, price, and sale
value and U.S. crude production and price and natural gas price for five time periods. The
overall rate of change from 1969 to 1995 shows a different picture than that shown in the
shorter time periods. The period before 1981 was generally one of growth for most indicators,
while the period after 1981 was one of decline. The boom/bust can be seen in the detail, that
is the subperiods shown in the table. The rate of change smooths out over the total period,
and thus, obviscates the temporal patterns coinciding with the boom and bust periods.
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Figure 3-9. Price per thousand cubic feet, world, U.S., and GOM OCS natural gas, 1972 to 1995.
Constant 1998 dollars (deflated with gross domestic product implicit price deflator)
Source: DO!, MMS, 1998. Energy Information Administration, 1997.
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Figure 3-10. Price per barrel, world, U.S., and GOM OCS Crude, 1970 to 1995.
Constant 1998 dollars (deflated with gross domestic product implicit price deflator)

Source: DOIL, MMS, 1998. Energy Information Administration, 1997.
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Table 3-2. World oil price chronology: 1970 to 1997.

Year Event
1970 1. OPEC begins to assert power; raises tax rates and posted prices.
1971 2. OPEC begins nationalization process; raises prices in response to
falling U.S. dollar.
1972 3. Negotiations for gradual transfer of ownership of western assets
in OPEC countries.
1973 4. Yom Kippur War occurs; oil embargo begins.
1974 5. OPEC freezes posted prices; United States begins mandatory
allocation.
6. Oil embargo ends.
7. Saudis increase tax rates and royalties.
8. U.S. crude oil entitlements program begins.
1975 9. OPEC announces 15 percent increase effective October 1, 1975.
1976 10. Official Saudi Light price held constant for 1976.
1978 11. Iranian oil production hits a 27-year low.
12. OPEC decides on 14.5 percent price increase for 1979.
1979 13. Iranian revolution; Shah deposed.
14. OPEC raises prices 14.5 percent on April 1, 1979.
15. United States phased price decontrol begins.
16. OPEC rdises prices 15 percent.
17. Iran takes hostages; President Carter halts imports from Iran; Iran
cancels U.S. contracts.
18. Saudis raise marker crude price from $19 per barrel to $26 per
barrel.
1980 19. Windfall Profits Tax enacted.
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Table 3-2. World oil price chronology: 1970 to 1997 (cont’d)

Year Event

1980 (cont’d) 20. Kuwait, Iran, and Libya production cuts drop OPEC oil
production to 27 million barrels per day.

21.  Saudi Light raised to $28 per barrel.

22.  Saudi Light raised to $34 per barrel.

23. First major fighting in Iran-Iraq War.

1981 24. President Reagan abolishes remaining price and allocation
controls.
1982 25. Spot prices dominate official OPEC prices.

26. United States boycotts Libyan crude; OPEC plans 18 million
barrel per day output.

27. Syria cuts off Iraqgi pipeline.

28.  Libya initiates discounts; non-OPEC output reaches 20 million
barrels per day; OPEC output drops to 15 million barrels per day.
1983 29. OPEC cuts prices by $5 per barrel and agrees to 17.5 million
barrel per day output.
1984 30. Norway, United Kingdom, and Nigeria cut prices.
1985 31. OPEC accord cuts Saudi Light price to $28 per barrel.

32. OPEC output falls to 13.7 million barrels per day.

33. Saudis link to spot price and begin to raise output.

34. OPEC output reaches 18 million barrels per day.

1986 35. Wide use of netback pricing.
1987 36.  Wide use of fixed prices.
1988 37. Wide use of formula pricing.

38. OPEC/non-OPEC meeting failure.

39. OPEC production accord; Fulmar/Brent production outages in
the North Sea.
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Table 3-2. World oil price chronology: 1970 to 1997 (cont’d)

Year Event

1989 40. Exxon’s Valdez tanker spills 11 million gallons of crude oil.

41. OPEC raises production ceiling to 19.5 million barrels per day.

1990 42. Iraq invades Kuwait.
1991 43. Operation Desert Storm begins; 17.3 million barrels of Strategic
Petroleum Reserve crude oil sales are awarded.
44, Persian Gulf war ends.
45. Dissolution of Soviet Union; last Kuwait oil fire is extinguished

on November 6, 1991.

1992 46. United Nations sanctions threatened against Libya.

47. Saudi Arabia agrees to support OPEC price increase.

48. OPEC production reaches 25.3 million barrels per day, the
highest in over a decade.

49. Kuwait boosts production by 560,000 barrels per day in defiance
of OPEC quota.

1994 50. Nigerian oil workers’ strike.
1995/96 51. Extremely cold weather in the United States and Europe.
1996 52. United States launches cruise missile attacks into southern Iraq

following an Iraq supported invasion of Kurdish safe haven areas
in northern Iraq.

53. Iraq begins exporting oil under United Nations Security Council
Resolution 986.
54. Prices rise as Iraq’s refusal to allow United Nations weapons

inspectors into “sensitive” sites raises.

1997 55S. OPEC raises its production ceiling by 2.5 million barrels per day
to 27.5 million barrels per day; first increase in 4 years.

1997 56. World oil supply increases by 2.25 million barrels per day in
1997, the largest annual increase since 1988.
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Table 3-3.  Annual rate of change in energy.’

Indicator 1969-1974 | 1974-1981 | 1981-1987 | 1987-1995 | 1969-1995
GOM OCS Crude Sales Volume 2.7 -3.1 3.9 0.2 0.44
GOM OCS Crude Price 11.0 27.8 9.7 -3.6 1.33
GOM OCS Crude Sales Value 6.5 5.0 -9.9 -5.5 -2.29
GOM OCS Natural Gas Sales 16.0 5.4 -1.6 0.8 5.35
Volume

GOM OCS Natural Gas Price 0.0 58.1 -5.5 -4.0 5.01
GOM OCS Natural Gas Sales Value 16.2 854 -6.5 -3.5 17.30
US Crude Production -1.0 -0.3 -04 -2.7 -1.13
US Crude Price 13.4 242 -10.2 -33 1.06
US Natural Gas Price 6.7 40.6 -5.5 -3.6 5.59

'Annual rates of change in sales values and prices are based on 1998 constant dollar values which were obtained
by deflating with the gross domestic product implicit price deflator.
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3.5 OCS Oil and Gas Activities Within the Gulf of Mexico

This section examines oil and gas activities within the GOM. Texas and Louisiana dominate
OCS activities. Louisiana is the largest OCS oil and gas producer in the gulf. Texas is the
bigger overall oil and gas producer, but Texas OCS production is lower than that for
Louisiana. Texas and Louisiana have different patterns of production, but sales value and
price closely follow trends in world demand and supply. Alabama only recently began
producing offshore oil and gas, and the quantities are small.

3.5.1 Crude Oil and Condensate

Oil from the Gulf of Mexico OCS region is extracted offshore of Louisiana, Texas, and
recently, Alabama. Oil and condensate are also produced in the three States from offshore
State waters and onshore. The three States, however, vary greatly in the amount of oil and
condensate produced. Figure 3-11 shows OCS volume produced by State. The amounts for
Alabama are so small that they are not apparent on the figure.

Relative to its total production of crude oil and condensate, Louisiana has had the greatest
reliance on Gulf of Mexico OCS oil resources (see Figure 3-12). More than 50 percent of the
annual Louisiana oil production has been extracted from the Gulf of Mexico OCS resources
since 1977. Moreover, oil producers’ reliance on the Gulf of Mexico OCS oil resources has
substantially increased since 1975. In 1995, nearly 70 percent of Louisiana’s total crude oil
was extracted from the Gulf of Mexico OCS resource. Crude oil is also extracted from
onshore and State-controlled offshore areas. The onshore production has typically accounted
for a large percentage of total crude and condensate production. Production levels, however,
have steadily declined since 1975 when total production was 294.7 million barrels; onshore
production declined to 107.3 million barrels in 1995. Onshore production has typically
accounted for less than 6 percent of Louisiana’s total production of crude and condensate.

In 1975, total crude oil production in Louisiana from all sources was 649 million barrels.'
Production in 1975 was the highest observed for the period 1975 through 1995. In 1995, total
Louisiana crude oil production was down to 468 million barrels. Gulf of Mexico OCS
production reached a peak level of 340 million barrels in 1986 when production from all
sources equaled 521 million barrels.

Louisiana’s Gulf of Mexico OCS crude oil production exhibits four distinct patterns over
time. From 1954 through 1971, production was increasing at an increasing rate. In 1954,
production was 3.3 million barrels. In 1971, production increased to 385.8 million barrels.
From 1972 through 1981, production declined from 387.6 million barrels to 255.9 million
barrels, or by 34 percent. Production again increased between 1982 and 1986 from 275.5

Data on onshore production begin in 1975.
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Figure 3-11. Gulf of Mexico OCS crude oil and condensate volume by State, 1954 to 1995.

Source: DOI, MMS 1998.
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OCS Oil and Gas Activities Within the Gulf of Mexico

million barrels in 1982 to 340.3 million barrels in 1986. Between 1986 and 1989, production
declined 93.9 million barrels, which represented a decrease of 27.6 percent. OCS production

off of Louisiana has generally increased since 1989 from 246.2 million barrels in 1989 to
320.2 million in 1995.

OCS production levels offer only a hint of rapid industrial growth and contraction. First,
there was an 18-year span between 1954 and 1971; the growth in that time period is not
associated with rapid industrial expansion. In the 6-year period between 1981 and 1986,
however, production did increase at an average annual rate of 6.6 percent per year. An
annual growth rate of 6.6 percent per year is quite high when considered over the entire 1981
through 1986 period; total expansion in just 6 years equaled 33 percent.

More indicative of rapid industrial expansion and contraction of the oil industry in Louisiana
is the sales value of Gulf of Mexico OCS crude oil. The sales volume of Gulf of Mexico OCS
oil increased 33 percent between 1981 and 1986, but the sales value or dollar value (in 1998
constant dollars) received by producers of oil and condensate actually declined by 46.4
percent between 1981 and 1986. Between 1980 and 1985, the sales value decreased by 11.1
percent. The sales value of Louisiana Gulf of Mexico OCS crude declined by 40.6 percent
between 1985 and 1986. Since 1986, the sales value has remained between about $4.7 and
$7.5 billion per year.

The major fluctuations in sales volume and value would be expected to be related to prices
received for oil and the cost of extracting oil. Nominal or unadjusted for inflation prices
received by Louisiana Gulf of Mexico OCS oil producers have widely varied over time in
accordance with national and international policies or events affecting prices, demand, and
supplies of oil and gas. Between 1979 and 1981, the wellhead price per barrel (in 1998
constant dollars) of Gulf of Mexico OCS oil and condensate increased from $22.64 to $58.53.
By 1986, prices had declined to $23.60 per barrel or by nearly 60 percent relative to 1981
price levels. Between 1988 and 1990, prices increased by 30.4 percent to approximately
$26.63 per barrel. In the short interval between 1990 and 1995, prices received by Louisiana
producers of Gulf of Mexico OCS oil and condensate declined by 35.8 percent.

Gulf of Mexico OCS production in Texas has been considerably lower than Louisiana Gulf of
Mexico OCS production. On the other hand, total oil production in Texas from all sources
has historically been higher than total oil production in Louisiana. Dependency on the Gulf of
Mexico OCS by Texas producers has ranged from zero to 4.1 percent since 1954 (see Figure
3-13). Gulf of Mexico OCS has accounted on average for 1 percent of the total oil extracted
in Texas since 1954. Since 1987, the Gulf of Mexico OCS resource area has contributed at
least 3 percent of total Texas production of crude.

In 1954, total crude production in Texas equaled 954 million barrels of oil. OCS production
was zero in 1954 and 1955. In 1956, Texas OCS production rose to 13,284 barrels. Not until
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OCS Oil and Gas Activities Within the Gulf of Mexico

1980 did Texas Gulf of Mexico OCS production exceed 10 million barrels a year. In contrast
to Louisiana when OCS production increased between 1979 and 1986 and then declined from

1986 through the 1990s, OCS production by Texas producers increased through 1990 and did
not substantially decrease until 1993 to 1995.

Total oil production in Texas from all sources has been steadily decreasing since 1972.
Between 1972 and 1995, total production of oil in Texas decreased every year except between
1990 and 1991. In 1972, total oil production or extraction in Texas from all sources equaled
2.3 billion barrels; production declined to 512 million barrels in 1995.

OCS production of crude oil off of Texas appears to have seven different temporal patterns.
Between 1954 and 1965, OCS production of crude was quite low. In a 3-year period between
1965 and 1968, OCS production of crude and condensate off Texas increased from 3,747
barrels to 3.1 million barrels. After 1968 and through 1978, annual OCS-based production of
crude off Texas consistently decreased in each year except between 1971 and 1972. Between
1978 and 1984, Texas OCS production increased at an increasing rate; production levels rose
from 2.1 million barrels to nearly 22 million barrels of crude and condensate. OCS crude
extracted off Texas declined through 1986. Production increased from 19.8 million barrels in
1986 to 26.4 million barrels in 1990. Texas OCS crude oil production dramatically declined
by slightly more than 50 percent between 1990 and 1994.

Since 1972, the production of crude oil in Texas from all sources has steadily declined. At the
same time, OCS-based production has generally increased except for two periods -- between
1972 and 1978 and 1990 and 1995. In 1972, production of crude in Texas from non-OCS
sources totaled about 1.2 billion barrels. In 1995, production of crude from non-OCS sources
was only 512 million barrels. The patterns for Louisiana are similar. Non-OCS production
in Louisiana has steadily decreased since 1972 with only minor increases in 1982. Louisiana-
based OCS production, however, increased between 1981 and 1986; decreased from 1986 to
1989, and steadily increased between 1989 and 1995.

Similar to the pattern indicating industry expansion in Louisiana, the pattern of the sales value
for Texas OCS oil and condensate indicates industry expansion between 1979 and 1985. In
1979, the sales value or revenue received by Texas OCS producers was $88.1 million. In
1985, the sales value had increased by nearly 828 percent to nearly $818 million. In contrast,
the sales value of Louisiana OCS increased by 120.5 percent.

3.5.2 Natural Gas

Natural gas from the Gulf of Mexico OCS region is also extracted offshore of Louisiana,
Texas, and recently, Alabama and Mississippi (see Figure 3-14). Texas and Louisiana are
major producers of natural gas from onshore as well as offshore (both from State and federal
waters). Production of natural gas offshore of Alabama began in 1992 for OCS and in 1987
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OCS Oil and Gas Activities Within the Gulf of Mexico

for State waters. Production off of Mississippi occurred in 1994 and 1995, and was so low
that it is not readily apparent in Figure 3-14 . Prior to 1986, production of natural gas in
Texas and Louisiana annually accounted for more than 60 percent of the total U.S. production
of natural gas. In 1960, the share of total U.S. production attributable to Texas and Louisiana
was 68.1 percent. Texas’ and Louisiana’s share of total U.S. production consistently
increased between 1960 and 1971; in 1971, the share of total U.S. production by the two
States peaked at 75.1 percent. Since 1971, the percentage of total natural gas attributed to
production in Louisiana and Texas has steadily decreased. In 1995, the percentage of the total
U.S. natural gas production from Texas and Louisiana had declined to 51 percent.

In terms of total production of natural gas from all sources, Texas has historically had the
highest production. In the early 1960s, the production of natural gas from Texas was nearly
double that of the production in Louisiana, about six times the production level of Oklahoma,
and approximately double that for all other States combined. The gap in production between
Texas and Louisiana, however, rapidly diminished between 1960 and 1968. In 1968,
production in Texas from all sources was only 26 percent higher than production in Louisiana.
In 1978, production in Louisiana actually exceeded the total production in Texas by 0.65
trillion cubic feet. From 1979 on, Texas production has annually exceeded the total Louisiana

production of natural gas. Both States have exhibited a generally declining pattern in total
production since 1980.

Although Texas is the major producing State of natural gas, Louisiana has been the major
State relative to OCS production of natural gas. In 1954, Louisiana natural gas producers
extracted 0.6 trillion cubic feet; Texas’ production equaled zero. In 1995, Louisiana extracted
3.6 trillion cubic feet from the OCS area; Texas extracted 0.9 trillion cubic feet. The patterns
of OCS production for the two States are quite similar: (1) both States experienced modestly
increasing production; (2) both States had long periods of high growth in OCS production;
and (3) both States experienced declines in production over a relatively short period of time.
Since 1991, however, Louisiana OCS production has annually increased while OCS
production for Texas has steadily decreased.

OCS natural gas production for Louisiana exhibits three to five patterns. Between 1954 and
1965, OCS production modestly increased. From 1965 through 1981, annual OCS production
increased by extremely large amounts -- 33.5 percent per year. OCS production generally
declined between 1981 and 1986, but did have a small increase in 1984. In 1987, OCS

production increased by 5.9 percent. The overall pattern since 1989 has been one of
increasing production.

Louisiana also extracts natural gas from onshore and from State waters. See Figure 3-15 for a
comparison of Louisiana natural gas production by area. State-controlled offshore production
has typically accounted for less than 10 percent of the total production of natural gas in

Louisiana. Moreover, the percent of total Louisiana production from State-controlled offshore
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OCS Oil and Gas Activities Within the Gulf of Mexico

production has declined since 1975, and in 1995, accounted for only about 3 percent of the
total production. The share of total production relative to onshore production also decreased
between 1975 and 1995. Onshore production, however, is considerably more important in
terms of total production than is the State-controlled offshore production. In 1975, onshore
production accounted for 46 percent of the total Louisiana production of natural gas. In 1995,
onshore production contributed 27 percent to total Louisiana production. OCS production has
been a major source of production for Louisiana since at least 1968 when the share of total
Louisiana natural gas production attributed to OCS production equaled about 20 percent.
Since 1968, the share of the total production of natural gas produced in Louisiana and related
to OCS production has steadily increased. In 1995, the OCS share of total Louisiana
produced natural gas equaled 70.5 percent.

The pattern for Texas OCS natural gas production has been similar in appearance to that of
Louisiana, but the actual pattern and time periods of changes in production are vastly
different. There was no production of natural gas from the Texas region until 1957. At that
time, Texas extracted only 4.8 million cubic feet. It was not until 1966 that Texas producers
again extracted natural gas from the Gulf of Mexico OCS. In 1966, Texas production equaled
42,059 million cubic feet. OCS production steadily increased in each year between 1966 and
1974; during that period, OCS production increased by 280 percent. OCS production levels
declined in 1975, 1976, and 1977 relative to 1974 levels. From 1977 through 1987, Texas
OCS production generally increased in each year relative to the 1974 level of production.
Production nearly tripled between 1977 and 1978. Prior to 1978, annual OCS production by
Texas producers was regularly below 150,000 million cubic feet. After 1978, annual OCS
production regularly exceeded 500,000 million cubic feet and reached the trillion cubic foot
level in 1987. Between 1987 and 1989, Texas OCS production modestly declined, but
subsequently peaked in 1990 (1.3 trillion cubic feet). Since 1990, Texas OCS production of

natural gas has exhibited a declining pattern (production has declined at an annual rate of 6.5
percent).

The value received for natural gas is equal to the product of the price received and the
quantity sold. In 1959, Louisiana OCS producers received $183.3 (in 1998 constant dollars)
million; in 1995, they received $6.1 billion -- an increase of 3,228 percent. (In nominal or
current dollar value, the sale value increased 132,835 percent).

The dollar value of all Gulf of Mexico OCS gas sold by Louisiana producers greatly increased
between 1974 and 1982. Prior to 1974, the sales value of Louisiana OCS natural gas was
increasing, and at an increasing rate, but only modestly. During the 1974 to 1982 period, the
nominal sales value increased by 1,094 percent; the deflated or constant dollar value of natural
gas increased 554 percent. The value decreased between 1982 and 1983 and then largely
increased in 1984 relative to 1983. Between 1984 and 1989, the sales value of Louisiana OCS

natural gas declined by 42 percent. From 1989 on, the sales value of Louisiana OCS natural
gas has widely varied.
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The sales value of Gulf of Mexico OCS natural gas (in 1998 constant dollars) for Texas
producers exhibits a pattern similar to that for Louisiana. The difference being the pattern
exhibited between 1954 and 1975 and 1977. The sales value for Texas OCS natural gas was
approximately zero between 1954 and 1965. Between 1966 and 1970, however, the sales
value increased from $30.3 million to nearly $77.1 million. From 1970 through 1977, the
sales value increased from $77.1 million to $123.7 million. In 1979, the sales value for Texas
Gulf of Mexico OCS natural gas broke the billion dollar mark when it reached $1.83 billion.
Between 1977 and 1984, the sales value consistently increased in every year; in 1977, the
sales value equaled $93 million, and in 1984, the sales value had risen to nearly $4.6 billion.
In contrast to Louisiana, the sales value for Texas OCS natural gas did not decline between
1982 and 1983. The downward pattern in sales value for Texas OCS natural gas, however,
paralleled the pattern for Louisiana OCS natural gas sales value between 1984 and 1989. The
value for Texas OCS natural gas decreased by 40.4 percent --11 percent less than that for
Louisiana OCS natural gas. Since 1989, the sales value of Gulf of Mexico OCS natural gas
received by Texas producers has widely varied, but with a generally downward pattern. In
1990 and 1993, the sales value increased relative to previous years, but the overall pattern was
of decline.

The sales value of natural gas is the product of price received and quantity sold by producers.
Decisions about exploration, extraction, and sales are usually based on expectations about
prices and costs. To a great extent, price determines the quantity demanded, and when
considered by producers relative to costs, will determine the extraction and other related gas
activities. The responses of Texas and Louisiana natural gas producers to changes in demand
and world prices appear to be quite different. Between 1954 and 1978, Louisiana OCS
production of natural gas dramatically increased. At the same time, the world, U.S. and Gulf
of Mexico OCS price of natural gas increased, but only at extremely modest levels. Between
1976 and 1980, wellhead prices (in 1998 constant dollars) for natural gas increased by nearly
388 percent, and Louisiana producers of natural gas increased production from the OCS by 15
percent. Texas had no OCS production until 1957 and then not again until 1966. Texas
producers simply did not respond to changing world and local prices by exploiting the OCS.
Between 1974 and 1984, prices received for Gulf of Mexico OCS natural gas increased in
every year. In 1974, the Gulf of Mexico OCS price was $0.73 per 1,000 cubic feet; the price
received for Gulf of Mexico OCS natural gas was $0.93 in 1975. By 1979, the Gulf of
Mexico OCS price had increased to $2.68 per 1,000 cubic feet. Between 1984 and 1987,
Texas production of Gulf of Mexico OCS natural gas substantially increased while the Gulf of
Mexico OCS prices also increased, except between 1985 and 1987. After 1987, Texas Gulf of
Mexico OCS production does not closely track with Gulf of Mexico OCS prices except for
the 1993 to 1995 period.
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3.6 Summary

This section has presented a substantial amount of statistical information on oil and gas
activities over time and from the regional (Gulf of Mexico) and State perspectives. In
considering the impacts of the offshore oil and gas industry on the issues of social and

economic changes, landscapes, and work and education, it may be useful to remember the
following:

. OCS oil and gas production contributes to total U.S. production and Gulf of Mexico
OCS is a substantial proportion of total OCS production. Gulf of Mexico OCS is an
important energy resource for the United States.

. Gulf of Mexico OCS crude is produced offshore of Alabama, Louisiana, and Texas,
although only small amounts come from Alabama. Gulf of Mexico OCS natural gas is
produced offshore of Alabama, Louisiana, Mississippi, and Texas, although only small

amounts and only recently has natural gas been produced off of Alabama and
Mississippi.

. Louisiana is the largest OCS oil and gas producer in the gulf. OCS accounts for most
of its oil and gas production.

. Texas is a bigger overall oil and gas producer than Louisiana, but OCS production in
Texas is lower than that for Louisiana. Texas began OCS production later than
Louisiana.

. Texas and Louisiana have different patterns of production, but sales value and price

closely follow trends in world demand and supply.

. U.S. and Gulf of Mexico OCS prices track well with world oil and natural gas prices.
World oil prices respond to world events.

. Most indicators of oil and gas activity (sales volume, price, and sale value) show
positive annual rates of change before 1981 and negative rates after 1981, indicating
boom and bust periods. However, the boom and bust periods really only show when
rate of change from 1969 to 1995 is looked at in subperiods. The overall time period
shows positive growth. In other words, the ups and downs of the industry are
smoothed out over time.
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4.0 Changes in Demographic and Economic Characteristics

4.1 Introduction

The story of changes in characteristics in Gulf of Mexico counties is a story of change in
economic activity and structure, of population growth, and of shifts in age distribution, racial
composition, and income. The story is one of different, but not necessarily dissimilar, paths
from the past to the present. This section focuses on the trends as seen in descriptive statistics
of selected variables related to changes in demographics, economic structure, personal
economy, and a social indicator in the three study areas -- South Louisiana, Coastal Bend,
Tex., and Mobile Bay.

The analysis uses time series data from secondary sources. The analysis focuses on the five
study area counties: Lafourche and Terrebonne parishes (South Louisiana); San Patricio
County (Coastal Bend, Tex.); and Baldwin and Mobile counties (Mobile Bay). These
represent four clusters identified in the cluster analysis (see Section 1 and Appendix A).
Lafourche and Terrebonne parishes are in the same cluster.

The variables were selected following a multi-step process that included consideration of
variables used in social and economic impact studies (e.g., Laska et al. 1993; Seydlitz et al.
1995b; Gramling and Brabant 1984; Seydlitz and Laska 1994; Craig, 1990; Tolbert 1995;
Lamphear et al. 1986; and Stinson 1982). Variable selection included the practical
consideration of meeting the legislative requirements of the National Environmental Policy
Act of 1969, which requires all agencies of the Federal government to use a systematic,
interdisciplinary approach “... in planning and in decision making which may have an impact
on man’s environment” [Sec 102A)]. This requirement has led to numerous assessments of the
impacts of proposed public policy decisions, including offshore oil and gas activities, on
affected communities. In addition, the theoretical literature from rural sociology and
environmental sociology identifies variables of potential interest, since many studies focus on
natural resource management issues and resource-dependent communities (Buttel, 1996;
Catton and Dunlap, 1978; Krannich and Zollinger, 1997). Once potential variables were
identified consideration was given to data availability, accessibility, and cost. Finally,
variables were screened to identify a manageable number covering both social and economic
characteristics. This process resulted in the variables of interest. (See Appendix A for a more
detailed discussion of the methodology.)

Data sets of the variables of interest were identified or assembled from readily available
secondary sources for 11 geographic areas -- the five study area counties, the five Gulf of
Mexico States (Alabama, Louisiana, Texas, Florida, and Mississippi), and the United States.
Data sets for the five States and the nation were needed to compare trends or changes at the
county level to those within their respective States, all States in the gulf area, and the nation.
While the study focuses on the period since 1930, very few consistent data are available
beginning in 1930 for any of the original variables of interest. Consistent time series data for
many variables, particularly economic variables, are not readily available prior to 1969. The
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decennial census was a major source of information for the earlier years of interest. The
census reflects changes in American life as each census includes requests for new information,
combines categories, or otherwise adjusts the information collected to reflect changes in life,

work styles, and policy needs. Consequently, the data sets for the variables considered vary
greatly in the time period covered.

The variables, units of measure, reason for inclusion, years of available data, and source are
summarized in Table 4-1. The data at 5-year intervals from 1970 to 1995 are presented in a
summary table for each county. When data for earlier years are available for the variables
considered, these are discussed in the text. Summary tables for the five study area States and
the nation, as well as other statistics used for this section are included in Appendix B. The
annual rate of change for population and seven economic variables by time periods are
presented in the text. The time periods shown (1969 to 1974, 1974 to 1981, 1981 to 1987,
1987 to 1995, and 1969 to 1995) were selected based on observed changes in the statistics in
those years. Data measured in dollars were collected in current dollars and converted to 1998
dollars using the consumer price index.

An analysis of employment and indicators of Gulf of Mexico OCS oil and gas activities was
conducted to detect possible general relationships. Because of problems with developing
appropriate composite indicators of Gulf of Mexico oil and gas activities, two basic indicators
were used in the analysis: (1) value of product, which reflects prices and quantities of
production, and (2) the production level only, which is an indicator used in many previous
MMS-funded research projects on Gulf of Mexico oil and gas activities. Total Gulf of
Mexico OCS regional values and production, rather than local or community-specific values,
were used since offshore production and employment are not tied to particular onshore places

(e.g., an individual living in Mobile may work in Terrebonne Parish or on an offshore rig in
the Gulf of Mexico).

Using conventional ordinary least-squares models, employment for each of the sectors was
regressed on the various Gulf of Mexico OCS oil and gas variables. All equations were linear
in variables and parameters (i.e., the conventional linear regression model with no variable
transformations). In addition, a trend variable was added to each equation. Serial correlation
and conventional statistical problems were examined and corrected when found to exist.
Because of possible statistical problems such as multicollinearity, the analysis was limited to
a qualitative assessment of the possible interactions between employment and the Gulf of
Mexico OCS oil and gas indicators. (See Chapter 5 for a more rigorous and detailed analysis
of the possible ramifications of Gulf of Mexico oil and gas activities)
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Table 4-1. Summary of variables profiled.

characteristic; impact
indicator

1969 to 1995

Variable Unit of Measure Reason for Selection Years of Available Data Source
Demographics
Population Total number of persons Demographic 1930, 1940, 1950, 1960 U.S. Bureau of the Census

U.S. Department of
Commerce, Bureau of
Economic Analysis,
Regional Economic
Information System

Age Distribution
-0to9

-10t0 19
-20to0 29
-30to 44
-45t059

- 60+

Number of persons by age
category

Demographic
characteristic; Indicator of
changes community
characteristics; tied to
work/education issue

1950, 1960, 1970, 1980,
1990

U.S. Bureau of the Census

Race
- White
- Black

Number of persons by race

Community characteristic

1960, 1970, 1980, 1990

U.S. Bureau of the Census

Educational Attainment

Education level of persons

Community characteristic;

- Less than 9th grade 25 years and older indicator of job skills and
- Finished High School types of employment

- Some College likely found; tied to work/
- 4 Year College Degree or education issue

Higher

1970, 1980, and 1980

U.S. Bureau of the Census
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Table 4-1. Summary of variables profiled (cont’d).

Variable

Unit of Measure

Reason for Selection

Years of Available Data

Source

Industry Structure

Employment
- Total

- Agriculture and Ag.
Services

- Mining

- Manufacturing

- Military (employment
only)

Number of full and part
time employees

Indicator of overall
economic conditions and
shifts in economic
structure

Ag.: Historically important
sector (combines farm and
ag. services)

Mining: Includes oil
industry

Manufacturing:
Historically important
sector and potential ties to
oil industry activities
Military: Tied to
community histories in
Mobile Bay and Coastal
Bend, Texas study areas

1969 to 1995

U.S. Department of
Commerce, Bureau of
Economic Analysis,
Regional Economic
Information System

Earnings by place of work
- Total

$1998

See employment

1969 to 1995

U.S. Department of
Commerce, Bureau of
Economic Analysis,

- Agriculture and Ag.

Services Regional Economic
- Mining Information System
- Manufacturing
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Table 4-1. Summary of variables profiled (cont’d).

employment structure;
economic characteristic

Variable Unit of Measure Reason for Selection Years of Available Data Source
Establishments Number See employment 1977 to 1995 U.S. Department of
- Total Commerce, Bureau of the
- Agriculture Census, County Business
- Mining Patterns
- Manufacturing
Personal Economy
Mean Household Income $1998 Indicator of economic 1970, 1980, and 1990 U.S. Bureau of the Census
- Total conditions for all
- White households and by race
- Black and shifts from changes in
economic structure
Per Capita Income $1998 per person Indicator of economic 1969 to 1995 U.S. Department of
conditions per person Commerce, Bureau of
Economic Analysis,
Regional Economic
Information System
Average Wage Per Job $1998 Indicator of shifts in 1969 to 1995 U.S. Department of

Commerce, Bureau of
Economic Analysis,
Regional Economic
Information System

Social Indicator

Suicide Rate

Suicides per 100,000
population

Example of a social
problem associated with
development impacts

Generally 1969 to 1996

National Center for Health
Statistics
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The Economic Setting

4.2 The Economic Setting

[t is difficult to evaluate economic development in the Gulf Coast region and in the study
States and localities in particular, without giving close attention to Federal policy over the
past 60 years. And, it would be equally difficult to plan for future economic development of
these areas without close monitoring of changes in Federal legislation and national political
priorities. Sorting through the complexity of causes of change that accompany
implementation of Federal policy is difficult. When the story of the five study area counties
or parishes begins in 1930, the United States was already an urban nation. The decade before,
more Americans lived in cities than on farms and in rural areas. The South, however,
remained an agricultural region and in 1930, agriculture still provided the major source of

employment in four out of five study area counties or parishes (Mobile County, home to the
Port of Mobile, was the exception.)

Beginning in the 1930's, the Federal government played a significant role in changing the
economic and physical landscape of the South, including the five study areas. The
Agricultural Adjustment Act (AAA) stabilized the South’s lagging farm economy by taking
millions of acres out of staple crop production, establishing price supports, and paying land
owners for the acreage removed from staple cultivation. The legislation had the intended
effect of pumping millions of dollars into a struggling agricultural economy and the
unintended consequence of throwing tens of thousands of sharecroppers and tenants off the
land in the midst of an economic depression as some land owners refused to share Federal
payments with croppers and tenants. The Roosevelt Administration recognized some of these
problems and attempted to address them through experimental programs designed to keep
small farmers on the land. One such effort, the “Terrebonne Project” in Schriever, La. sought

to establish a communal farm, but it failed primarily because of acreage and crop limitations
imposed by the AAA.

The departure of farm labor, as a result of Federal agricultural policy, the depression, the
manpower requirements of World War II, the desire to leave the south, and other reasons,
encouraged land owners to mechanize. Farm subsidies provided the capital. International
Harvester introduced a one-row cotton picker in 1941. By 1960, 50 percent of the South’s
cotton crop was harvested mechanically, and that year International Harvester introduced a
two-row, enclosed-cab cotton harvester (Daniel, 1985 and Kirby, 1987).

Machines worked best on large plots of land; the pattern of small landholdings characteristic
of the South during the early twentieth century gave way to larger holdings after World War
II. Investments in machinery required investments in land which, in turn, demanded more and
better machinery. Small landholders and croppers and tenants were generally closed out of
the postwar agricultural boom in the South, and smaller operators were eventually forced to
sell to larger holders, some of whom were agribusiness concerns. Although agriculture is no
longer a key economic driver in the study areas, the sequence of Federal legislation and global
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forces (such as depression and war) triggering technological change, consolidation, and the
filtering out of small operators and laborers characterized not only agriculture from the 1930's
to the 1950's, but industries such as petrochemicals, shipping, and commercial fishing.

This process, heavily impacted by Federal agricultural policy and World War 11, is evident in
the study States and areas. In Alabama, average farm size increased from 68.2 acres in 1930
to 98.8 acres by 1954. Baldwin County experienced an even greater change, moving from
73.7 acres average farm size in 1930 to 145.0 acres in 1954. Mobile County, where
agriculture was not a major economic force, maintained relatively small farms reflecting more
their proximity to the city of Mobile than the impact of agricultural policy. Thus, average
farm size shifted from 75.8 acres in 1930 to 91.4 acres in 1954.

Louisiana exhibited a similar pattern, moving from 57.9 acres per farm in 1930 to 103.0 acres
in 1954, with Lafourche Parish experiencing an increase from 186.7 in 1930 to 313.6 in 1954.
Terrebonne was anomalous to the Southwide pattern with 203.9 acres per farm in 1930 and
160.3 acres in 1954, reflecting perhaps changes in crop cultivation.

Texas also experienced an increase in average farm size, expanding from 251.7 acres in 1930
to 402.1 acres in 1954. San Patricio County, similarly, grew from 226.3 acres in 1930 to
487.8 acres in 1954.

The expansion of Southern farms reflected mechanization and a decline of tenancy and
sharecropping. Figures for farm labor show the dramatic decline of tenants and
sharecroppers. In Alabama tenants comprised a significant (64.7 percent) portion of all
farmers in 1930; by 1954, however, that figure had almost halved to 34.8 percent. In Baldwin
County, the percentage dropped from 17.8 percent in 1930 to 5.6 percent in 1954. In Mobile,

17.9 percent of farmers were tenants or sharecroppers in 1930 compared with 5.8 percent in
1954.

Two-thirds of Louisiana’s farmers were sharecroppers or tenants in 1930 (66.6 percent), but in
1954, that figure had declined to 34.1 percent. Lafourche did not experience a significant
decline, moving from 32.9 percent in 1930 to 28.7 percent in 1954, but Terrebonne cut its

tenant and sharecrop population down to 12.8 percent in 1954 from a high of 27.0 percent in
1930.

The decline in sharecropping and tenantry was most dramatic in Texas, reflecting the greater
urbanization and economic diversification of that State. In 1930, 60.9 percent of the State’s
farmers labored as tenants or sharecroppers; by 1954, that figure had declined to 25.9 percent.
San Patricio County did not experience such a major shift in labor tenure, moving from 69.4
percent in 1930 to 47.3 percent in 1954 (U.S. DOC, BOC, 1930; and 1954).
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The sharp decline in tenancy fueled the defense plants during World War II as well as the
Second Great Migration to Northern cities after the war. Between 1940 and 1945,
approximately one-quarter of the South’s farm population -- about 4 million people -- left the
land. From Panama City, Fla., to Pascagoula, Miss., and on to Orange, Tex., heretofore small
towns were suddenly inundated by new people and new economic activities. Most of these
places could not cope with the burdens, and even larger places, such as Mobile and Norfolk,
struggled unsuccessfully to accommodate the demographic wave. The tradition of weak local
government and minimal social services hampered efforts to help new arrivals with basic
services and housing (Daniel, 1985; Goldfield, 1982; Kuehn Loftin, 1971).

The interaction of Federal legislation and policy and technology is evident in other sectors of
the Southern economy during and after World War II, especially in the military sector, a
sector that had significant implications for industrial development in the study States,
particularly Texas. An estimated 1.25 million troops trained at the State’s 15 army posts
during the war. Clear skies and wide-open spaces encouraged the building of 40 air bases,
including the Corpus Christi Naval Air Station (Calvert and De Leon, 1990), as did the
longevity of Southern senators acting on behalf of their districts.

The influx of Federal funds, technology, and manpower primed the petrochemical industry in
the Gulf Coastal region. In 1947, John Gunther reported that the “region between Houston
and Beaumont seems, in fact, to be a single throbbing factory.” Houston served as the nucleus
of a petrochemical complex that stretched along the Gulf Coast from Corpus Christi to Lake
Charles, Louisiana. Fueled by Federal investment, Texas and Louisiana experienced the
greatest relative gain in manufacturing capital expansions in the nation during World War II.
(Gunther, 1947 and Schulman, 1991).

Nor did Federal largesse end with the war. Under the Armed Services Procurement Act of
1947 and the Defense Production Act of 1950, the Gulf Coast region received favored
treatment in the disbursement of defense contracts. The former act enabled the Pentagon to
forgo bidding in order to assist depressed areas, while the latter encouraged the geographic
dispersal of defense operations for strategic and economic reasons. The South, as the nation’s
“Number One economic problem,” fulfilled the first criterion, and the dominance of Southern
Democrats in Washington ensured compliance with the second standard. By the early 1960's,
Texas, for example, dominated the military aircraft industry. As one observer noted, it was
difficult to distinguish between what was “new in Texas and what’s new in air power.”
(Quoted in Schulman, 1991).

Given Texas’s dominance in the aircraft industry, it was not surprising that, by this time, the
State emerged as a leader in the new space industry. The National Aeronautics and Space
Administration (NASA), following Federal policy on dispersal of military facilities away
from the East and West coasts, announced its decision in 1961 to construct the Manned
Spacecraft Center (now the Johnson Space Center) in Houston. The decision triggered a
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multiplier effect of development as 29 space-related companies set up shop in the Houston
area within the year (Schulman, 1991). The recent success of Ingleside, Texas in landing the
minesweeper port builds on the legacy of Gulf Coast Texas as a national defense center.

Another military presence in the gulf region, the U.S. Army Corps of Engineers, actually
predated the New Deal and World War II initiatives. The Corps’ pre-1930's work on the
Houston Ship Channel and the Mississippi River contributed to the economic development of
those areas. In 1956, the Corps, acting on a directive from Congress, built the Mississippi
River-Gulf Outlet (MRGO) which cut 40 miles off the trip from New Orleans to the gulf and
expanded the capacity of the Crescent City’s port (Hirsch, 1993). The Corps has also aided
the burgeoning tourist/leisure industry along the Gulf Coast from its beach erosion programs
to the construction of the Intercoastal Waterway, a significant factor in the emergence of Gulf
Shores, Ala., as an upscale beachfront community.

The tourist/leisure industry, in fact, has received assistance from a variety of Federal
programs, but few more important than the U.S. Defense Highway Act of 1956 which
initiated the interstate highway system and made the Gulf Coast region more accessible not
only to those within the Gulf Coast States, but to tourists beyond the region. More recent
Federal legislation has supported the recreational interests of fishing enthusiasts at the
expense of commercial fishing. In the late 1980's, Federal regulations required shrimpers to
use turtle excluder devices (TEDS) to protect sea turtles. In 1990, the Federal government
extended TEDS to include red snapper and other finfish caught and killed in shrimp trawls
(Margavio and Forsyth, 1996).

Federal fisheries legislation underscored the double-edged sword of government presence in
local economic development. The impact of Federal legislation since the 1930's, while
undeniably a boon to most of the Gulf Coast region, has had differential consequences. The
Agricultural Adjustment Act provided an early example of the ambiguous impact of a
generally-positive piece of Federal legislation. Even the generosity of the military
establishment has had its drawbacks, such as subjecting communities to military policies and
priority shifts. The closure of Brookley Field Air Base in Mobile in 1969 jolted that
community. The Hill-Burton Act of 1946 provided a significant boost to the South’s health
care system providing Federal funding for the construction of hospitals. Birmingham
benefited from these outlays to become the South’s premier medical center smoothing the
city’s transition from a dying steel industry. Mobile, on the other hand, struggled to adjust to
the changes in the national economy as Hill-Burton funds concentrated in Birmingham.
Federal banking regulations in the early 1990's severely (and most would say, necessarily)
curtailed the aggressive lending practices of financial institutions in parts of the South, a
factor in communities’ responses to boom-bust industries such as oil and natural gas, and to
real estate developers in the tourist/leisure industry. The Coastal Barrier Resources Act
(COBRA) of 1982 affects the ability to obtain flood insurance on certain undeveloped barrier
islands. Federal regulations with respect to licensing, working conditions, and worker safety
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influences OCS costs and the quality and quantity of the labor pool. As stated at the
beginning of this section, it is difficult to discuss economic development in the Gulf Coast
region and in the study States and localities in particular, without close attention to Federal
policy over the past 60 years. And, it is equally difficult to plan for the future economic
development of these areas without close monitoring of trends in Federal legislation and
national political priorities.

While the Federal government’s economic policies have had a major impact on the South’s
economy, it did not and does not follow that social changes have kept pace. Boosting local
and regional economies remained the primary objective of such legislation. Consequently,
traditional patterns of racial and class distinctions with respect to education, type of work,
income, housing, and health persist in many areas of the South, including the three study
States. And, these traditional patterns limit the type and extent of economic development
occurring in the region.

Great social changes did happen. The South, like many geographic regions of the United
States, has moved from an agriculture-based to a service-based economy. Many more
employment options and better educational opportunities exist today for minorities than in
1930 or even 1960. Moreover, minority political power, both African American and
Hispanic, ensures that many of these advances will remain in place. And, it may be that

Hispanic upward mobility will take hold in Coastal Bend Texas as Hispanic political power
increases.

Political power is a key to economic success. Southern lawmakers’ influence over Federal
policy since the New Deal era has accomplished considerable economic growth in the region.
At the local level, though, minorities rarely participated in the benefits derived from these
policies until after the passage of the 1964 Civil Rights Act and the 1965 Voting Rights Act.
Though economic success has not paralleled the degree of political access, there have been
improvements for minorities, especially in the more urbanized States of the South such as
Texas, Virginia, North Carolina, Georgia, and Florida.

Racial restrictions in the South have not died easily. Federal legislation has helped
considerably, but comments from field work interviews conducted in this study indicate that
prejudicial white attitudes toward blacks and Hispanics not only exist, but are expressed
openly. Black out-migration from the Mobile area to the North after World War II, the
increasing segregation of Mobile’s school system and residential areas in subsequent decades,
and white flight attest to the power of traditional racial perceptions in south Alabama. The
relatively low socioeconomic status of African- Americans in the sub-region reflects not only
low-wage employment and low educational attainment, but persisting historical burdens.

Similar historical burdens, though with Hispanics rather than African-Americans, exist in
Texas.
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Changes in the economic base may not result in social transformation. Also, traditional social
patterns limit the types of economic activities available to these areas. Despite the presence of
upscale Gulf Shores, for example, Baldwin County, Ala., remains in the lower tier of the
State’s counties with respect to per capita wages. Trading a low-wage industrial economy for

a low-wage service economy reflects economic change, but not necessarily social or economic
development.

If the history of the past 30 years in the South is any indication, both blacks and Hispanics
will be more agents than victims of change. The growing political power of both groups,
especially of Hispanics, is one indication of agency. Another is the growing environmental
consciousness and activism among African-Americans.

In addition, there is growing environmentalism among more affluent recreational and
residential migrants to certain parts of the Gulf Coast. There is a general awareness, for
example, of how two major oil spills in Galveston Bay adversely affected the tourist industry
of that city. This awareness may affect future economic development, especially industrial or
extractive enterprises that are viewed as generators of pollution. Opposition may take the
form of open challenges to new and existing enterprises, union activism, and out-migration.
These activities have consequences for the size and nature of the future labor pool, the
introduction of technology, and the costs of doing business.

Historically, “selling the South” has been a primary strategy of economic development. The
South has been the place where entrepreneurs from around the nation and the world can shop
cheaply. As recently as the late 1980's, Louisiana established a commission to recruit labor-
intensive industries. Kevin Reilly, a prominent Baton Rouge business leader, lamented the
State’s traditional perspective on economic development “where everyone was happy so long
as they had a job at a refinery and a pickup truck with two shotguns in the back window.”
(Quoted in Falk and Lyson, 1988).

The emergence of high-technology firms and other primary-sector economic activities has
resulted in the migration of highly skilled, highly educated individuals into the South more
than providing jobs for home-grown talent, though that latter segment is growing. These
firms are centered overwhelmingly in the region’s major metropolitan areas -- Dallas,
Houston, Birmingham, Atlanta, Charlotte, Nashville, Tampa/St. Petersburg, Orlando, and
Miami. And even here, many of the high-technology, retail, and service positions are
disproportionately low-skill, poorly paying jobs with less security and possibilities for
advancement than industrial work. Also, “urban” is not necessarily a synonym for Sun Belt
prosperity as the cases of New Orleans and Mobile attest, though these areas are better off
than the rural regions which surround them. In the rural South, workers have been especially
vulnerable to external forces and most likely to lose jobs overseas.
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Industrial employment is the most susceptible to flight, but the services jobs that sometimes
replace industry merely represent a change of employment rather than a change in fortune.
The persistent geographic and social profiles of the South’s economy, especially outside
selected metropolitan areas, has led two observers to conclude, “The product in the [Southern]
marketplace has been the same all along: Tradition” (Falk and Lyson, 1988).

The five study areas reflect the significant economic changes that have come over the South
since the New Deal era of the 1930's and others noted above. Keep in mind, however, that the
economic transformations did not significantly alter historic patterns of work, education, race,
and gender.

Agriculture was important to all but Mobile County of the five study area counties at the
beginning of the period of interest. It was the major source of employment in all but Mobile
County in 1940, the earliest year for which this information is available (see Table 4-2). Until
1950, land in farms in the five counties was still on the increase in all but Terrebonne Parish.
Except for San Patricio County, acreage in farms in the five study area counties has declined
since the early 1950's, although the period of decline differs by county (see Figure 4-1).

Table 4-2 indicates the top three major sources of employment by county at 10-year intervals
from 1940 to 1970 and at 5-year intervals for 1970 to 1995. From 1940 through 1970, the
major sources of employment in Mobile County set the county apart from the other study area
counties. Since 1970, services, manufacturing, government, and retail trade have been major
employment sources in all five counties. Lafourche and Terrebonne parishes differ from the
others and from each other in that mining was important in Terrebonne parish from 1950 to
1960 and again in 1975 to 1985. Transportation and utilities were important in Lafourche
Parish in 1970 and again in 1980 and 1985. Mining and transportation and utilities were only
major sources of employment in those two parishes.

Major sources of earnings are available beginning in 1970. Table 4-3 shows the three major
sources of earnings for the five study area counties at 5-year intervals from 1970 to 1995.
Manufacturing, services, government, and retail trade have been major sources of earnings in
these counties. Again, Lafourche and Terrebonne parishes differ somewhat from the others
and from each other. Mining is a major source of earnings in only Terrebonne Parish.
Transportation and utilities has only been a major source of earnings in Lafourche Parish.

Over time the characteristics of the five study area counties changed. The following sections
described these changes for selected variables.
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Table 4-2. Major sources of employment.

Year Lafourche Parish Terrebonne Parish San Patricio County | Baldwin County Mobile County

1940 Agriculture Agriculture Agriculture Agriculture Manufacturing
Retail/Wholesale Trade Retail/Wholesale Trade Retail/Wholesale Trade Manufacturing Retail/Wholesale Trade
Manufacturing Manufacturing Manufacturing Retail/Wholesale Trade Transportation

1950 Agriculture Retail/Wholesale Trade Agriculture Agriculture Retail/Wholesale Trade
Retail/Wholesale Trade Agriculture Retail/Wholesale Trade Retail/Wholesale Trade Manufacturing
Manufacturing Mining Construction Manufacturing Transportation

1960 Retail/Wholesale Trade Mining Agriculture Manufacturing Retail/Wholesale Trade
Mining Retail/Wholesale Trade Retail/Wholesale Trade Retail/Wholesale Trade Manufacturing
Manufacturing Manufacturing Manufacturing Agriculture Construction/

Transportation (tied)

1970 Government Services Services Services Services
Services Retail Trade Manufacturing Manufacturing Manufacturing
Retail Trade Government Retail Trade Retail Trade Retail Trade

1975 Government Mining Services/Government Services Services
Services Retail Trade Construction Manufacturing Manufacturing
Retail Trade Services Retail Trade Retail Trade Government

1980 ServicesGovernment Mining Services Services Services
(tied) Retail Trade Government Retail Trade Government
Transportation and Services Retail Trade Government/ Retail Trade
Utilities Manufacturing
Retail Trade

1985 Services/ Retail Trade Services Services Services
Government (tied) Services Retail Trade Retail Trade Retail Trade
Retail Trade Mining Government Government Government
Transportation and
Utilities

1990 Services Services Services Services Services
Government Retail Trade Government Retail Trade Retail Trade
Retail Trade Government Retail Trade Government Government

1995 Services Services Government Services Services
Government Retail Trade Services Retail Trade Retail Trade
Retail Trade Government Retail Trade Government Government

Source: LSU, 1996 and U.S. DOC, BEA, REIS, 1998.
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Figure 4-1. Acreage of farmland in five county study area, 1945 to 1997.

Source: LSU, 1996 and U.S. DOC, BOC, 1992 and 1997.
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Table 4-3. Major sources of earnings.
Year Lafourche Parish | Terrebonne Parish | San Patrico Baldwin County | Mobile County
County

1970 Government Mining Manufacturing Manufacturing Manufacturing
Transportation and Services Government Services Services
Utilities Retail Trade Services Government Government
Manufacturing/
Retail Trade (tie)

1975 Manufacturing Mining Construction Manufacturing Manufacturing
Government Services Mannufacturing Services Services
Transportation and Retail Trade Government Government Government
Utilities

1980 Transportation and Mining Manufacturing Manufacturing Manufacturing
Utilities Services Construction Government Services
Manufacturing Retail Trade Government Services Government
Services

1985 Government Mining Government Manufacturing Manufacturing
Transportation and Services Manufacturing Services Services
Utilities Retail Trade Construction Government Government
Services

1990 Services Services Manufacturing Services Services
Government Mining Government Manufacturing Manufacturing
Transportation and Retail Trade Services Government Government
Utilities

1995 Government Services Government Services Services
Services Mining Manufacturing Government Manufacturing
Transportation and Retail Trade Services Retail Trade Government
Utilities

Source: U.S. DOC, BEA, REIS, 1998.
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4.3 South Louisiana

The South Louisiana study area includes Lafourche and Terrebonne parishes. Offshore oil
and gas has been part of their industry mix since the early days of the industry. The first
offshore area developed was off of Louisiana as was the first Federal lease sale. Terrebonne
Parish is the larger of the two counties in terms of geographic area, population, earnings, and
employment. Lafourche Parish has a larger proportion of land devoted to farming. Tables 4-4
and 4-5 summarize selected variables at 5-year intervals from 1970 to 1995 for Lafourche and
Terrebonne parishes, respectively. Tables 4-6 and 4-7 show the annual rate of change for a
subset of variables for five time periods between 1969 and 1995.

4.3.1 Changes in Demographics

Population. Population changes in Lafourche and Terrebonne parishes at 10-year intervals
from 1930 to 1990 and for 1995 are shown in Figure 4-2. In 1930, Terrebonne’s population
was about 29,800 compared with the population of Lafourche Parish of about 32,400. By
1950, Terrebonne had the larger population and remains the larger parish in terms of
population. In 1995, there were an estimated 100,650 residents in Terrebonne Parish
compared with 87,350 in Lafourche Parish. Population in Lafourche Parish peaked in the
mid-1980's at about 88,600. This was followed by a 3.3 percent decline in population untii
about 1990. Population rose again from 1991 to 1995 but did not reach the peak experienced
in 1983 through 1986. Population in Terrebonne Parish peaked in 1983 at about 101,200.
Except for a slight increase in population in 1985 and 1986, population decreased in
Terrebonne Parish from the mid-1980's to 1990, and then rose again between 1991 and 1995.
The peaks and declines in population in the two parishes track well with the changes in the
offshore industry. Annual rates of change were higher between 1969 and 1974 and again
between 1974 and 1981 than between 1981 and 1987 and 1987 and 1995.

Age distribution. The age distributions for Lafourche and Terrebonne parishes at 10-year
intervals from 1950 to 1990 are shown in Figures 4-3 and 4-4 respectively. Age distribution
has shifted in both counties since 1950 from a high proportion of children to a high proportion
of persons 60 years and older. The average annual rate of change between 1969 and 1995 was
highest in both parishes for those 60 years and older, 5.7 percent in Lafourche Parish and 6.2
percent in Terrebonne Parish. Both parishes experienced a negative annual rate of change
between 1980 and 1990 for those age 10 to 19 and 20 to 29 years. The proportion of the
population age 20 to 59, often considered working age population, increased after 1960, but
has been similar in both parishes. It accounted for about 53 percent of the population in both
parishes in 1990.

Race. The majority of the population in both Lafourche and Terrebonne parishes is white,
although the proportion of white population in both parishes declined between 1960 and 1990
-- from 87.8 percent to 84.3 percent in Lafourche Parish and from 79.5 percent to 77.4 percent
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Table 4-4. Summary of selected variables: Lafourche Parish.

South Louisiana

Variable 1970 1975 1980 1985 1990 1995
Changes in Demographics
Total Population 69,233 74,331 83,334 88,615 85,788 87,348
Age
09 16,703 NA 13,721 NA 14,471 NA
10-19 15,064 NA 18,169 NA 14,221 NA
20-29 10,481 NA 15,824 NA 14,946 NA
3044 11,615 NA 15,096 NA 19,282 NA
45-59 9,037 NA 11,008 NA 11,814 NA
60+ 6,041 NA 8,665 NA 11,126 NA
Race
White 61,125 NA 71,973 NA 72,669 NA
Black 7,716 NA 9,205 NA 10,602 NA
Changes in Industry Structure
Total Employment 21,923 25,817 32,902 32,130 31,496 35,357
Agricultural Services 2,362 2,035 2,091 1,781 2,190 2,120
Mining 1,659 1,778 1,728 1,960 1,269 815
Manufacturing 2,022 3,158 3,624 2,193 2,530 3,004
Military 426 383 366 485 552 529
Number of Wage/Salary Jobs 17,994 21,478 27,469 25,407 24,184 27,391
Total Eamnings (thousands of $1998) $ 554034|% 722330}(% 898302|$% 776,054|% 710,930 |$ 779,307
Agricultural Services $ 50,635 $§ 5734218 28,683| $ 15,199} § 18,627 | $ 21,045
Mining $ 68,592 % 83,030 | $ 78,381} $ 85988 | $ 59,455 | $ 47,723
Manufacturing $ 65,723{% 109430($ 138909 | $ 72,050 $ 824731 $ 94,945
Total Establishments NA NA 1,644 1,769 1,598 1,673
Agricultural Services NA NA 48 43 31 22
Mining NA NA 41 38 19 23
Manufacturing NA NA 51 57 55 59
Changes in Personal Economy
Total Mean Household Income ($1998) $ 36,667 NA|[S$ 45485 NA| S 33,707 NA
White Mean Household Income $ 38,116 NA|[$ 45579 NA| $ 35,993 NA
Black Mean Household Income $ 22,304 NA| S 26,848 NA| $ 17,407 NA
Per Capita Income ($1998) $ 11,786 | $ 14,933 | § 18,263 | $ 16,623 | $ 16,0801 $ 17,613
Average Wage Per Job ($1998) $ 23,534 | $ 252091 § 26,057 | $ 23,635| 9% 22,764 | $ 21,702
Changes in a Social Indicator
Suicide Rate per 100,000 Population 144 9.4 0 5.6 11.7 9.1
NA - Not Available
Source: See Table 4-1.
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Table 4-5. Summary of selected variables: Terrebonne Parish.

Variable 1970 1975 1980 1985 1990 1995
Changes in Demographics
Total Population 76,212 84,759 94,983 101,054 97,048 100,645
Age
0-9 19,179 NA 17,849 NA 18,001 NA
10-19 17,109 NA 19,964 NA 16,735 NA
20-29 10,481 NA 15,824 NA 14,946 NA
3044 11,615 NA 15,096 NA 19,282 NA
45-59 9,037 NA 11,008 NA 11,814 NA
60+ 6,041 NA 8,665 NA 11,126 NA
Race
White 62,518 NA| 76,192 NA 75,376 NA
Black 11,423 NA| 14,596 NA 15,878 NA
Changes in Industry Structure
Total Employment 28,490 36,818 51,391 47,142 43,712 47,313
Agricultural Services 1,428 1,416 1,417 1,414 2,018 1,857
Mining 4,251 6,155 9,238 7,433 4,524 4,713
Manufacturing 3,085 4,203 4,760 3,145 2,691 3,096
Military 522 499 415 554 615 626
Number of Wage/Salary Jobs 24,954 32,249 45,681 41,194 37,706 41,575
Total Earnings (thousands of $1998) 819,655 1,139,494 1,762,259 1,448,047 1,167,969 1,260,621
Agricultural Services 31,580 31,718 28,085 20,032 18,934 17,540
Mining 189,651 286,897 475,326 374,767 208,234 222,094
Manufacturing 92,929 144,585 218,091 109,858 88,662 106,193
Total Establishments NA NA 2,121 2,507 2,251 2,467
Agricultural Services NA NA 23 21 25 40
Mining NA NA 88 122 88 83
Manufacturing NA NA 104 114 122 122
Changes in Personal Economy
Total Mean Household Income ($1998) $ 38,150 NAL $ 46,481 NA| $ 35,618 NA
White Mean Household Income $ 40,918 NA| S 49,695 NA| $ 38,994 NA
Black Mean Household Income $ 22408 NA| S 29,368 NA| $ 19,690 NA
Per Capita Income ($1998) $ 12,2101 $ 14,639 | $ 18913 $ 17,374 | $ 16,380 | $ 17,758
Average Wage Per Job ($1998) $ 272101 8 29,121 $ 32,3951 $ 29,010 | § 25,640 | $ 25,517
Changes in a Social Indicator
Suicide Rate per 100,000 Population 6.6! 83 0 11.9 20.6 15.8

NA - Not Available
Source: See Table 4-1.
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Table 4-6. Annual rate of change, Lafourche Parish.

South Louisiana

Variable 1969- 1974- 1981- 1987- 1969-
1974 1981 1987 1995 1995
Population 1.4 2.7 0.1 0.0 1.08
Personal Income 7.1 7.1 -3.3 23 3.6
Per Capita Personal Income ($1998) 5.4 3.7 34 2.3 2.0
Total Full and Part-Time Employment 2.8 49 -1.7 1.9 2.2
Earnings by Place of Work ($1998) 6.6 3.8 -4.7 22 1.6
Average Earnings per Job ($1998) 33 -0.7 34 0.2 -04
Mining Employment 2.1 1.3 -6.2 -4.7 -2.0
Wages and Salary per Job ($1998) 0.9 1.2 2.3 -0.5 -0.2
Source: Calculated based on U.S. DOC, BEA, REIS, 1998.
Table 4-7. Annual rate of change, Terrebonne Parish.
Variable 1969- 1974- 1981- 1987- 1969-
1974 1981 1987 1995 1995

Population 1.8 2.7 0.1 0.4 1.3
Personal Income ($1998) 6.5 9.2 -3.8 2.6 4.0
Per Capita Personal Income ($1998) 43 5.5 -3.9 2.2 2.0
Total Full and Part-Time Employment 438 8.5 -4.3 2.3 2.8
Earnings by Place of Work ($1998) 7.6 10.9 -6.8 1.7 2.5
Average Earnings per Job ($1998) 2.2 1.5 -3.3 -0.5 -0.2
Mining Employment 7.5 10.3 =17 -1.1 0.6
Wages and Salary per Job ($1998) 1.8 2.1 -3.2 -0.6 -0.1

Source: Calculated based on U.S. DOC, BEA, REIS, 1998.
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Figure 4-2. Population of Lafourche and Terrebonne parishes, 1930 to 1995.

Source: LSU, 1996 and U.S. DOC, BEA, REIS, 1998.
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Figure 4-3. Age structure, Lafourche Parish, 1950 to 1990.

Source: LSU, 1996.
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Figure 4-4. Age structure, Terrebonne Parish, 1950 to 1990.

Source: LSU, 1996.
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in Terrebonne Parish. The proportion of the population which is black remained about the
same in 1970 and 1980 and increased slightly in 1990. Terrebonne Parish has consistently
had a larger proportion of black population than Lafourche Parish -- 16.5 percent in
Terrebonne Parish compared to 12.5 percent in Lafourche Parish in 1990. The two parishes
are much closer to each other in terms of the proportion white and black population than they
are to the State, which has consistently had a much lower proportion of white residents and a
higher proportion of black residents than the two parishes. The change in racial composition
also suggests an increase in Asian and Hispanic residents.

Education attainment. Like the State and the nation, the populations of the two parishes have
become better educated over time (see Tables 4-8 and 4-9). As is discussed in Chapter 7,
access to education, a prerequisite for educational attainment as measured by number of years
of formal schooling completed, has improved over time for some segments of the population.
In general, Terrebonne Parish has had the more educated population, particularly since 1950.
The proportion of the population age 25 and older in both parishes who have an eighth grade
education or less has decreased since 1940 while the proportion finishing high school and
completing some college has increased. The proportion of those finishing a 4-year college
degree program or higher increased between 1970 and 1980, but remained about the same in
both parishes in 1990 (between 9 and 10 percent). In spite of the increases in educational
attainment achieved in the two parishes, about 27 percent of the 1990 population in Lafourche
Parish age 25 years and older and 22 percent in Terrebonne Parish had less than a nineth grade
education. This compares with about 15 percent for Louisiana and 11 percent for the nation.
The relatively poor educational attainment in both parishes, even when compared with a State
that has consistently ranked near or at the bottom in that category, has implications for the
offshore oil industry. The work requires greater occupational skills. Vocational educational
programs, as discussed in Chapter 7, may fill some of the education gap, but the relatively low
levels of education restrict the employment options of residents and limit the attractiveness of
the area for firms that might employ more highly skilled labor.

4.3.2 Changes in Industry Structure

Employment, earnings, and establishments in sectors of interest. Employment and earnings
(by place of work) in the three sectors of interest, agriculture and agricultural services,
mining, and manufacturing as well as total employment and earnings, for the two counties
from 1969 to 1995 are shown in Figures 4-5 to 4-8. Total employment in Lafourche Parish
increased from about 22,350 in 1969 to 35,350 in 1995, an increase of 58.2 percent. In
comparison, employment during the same period rose 51.1 percent in Louisiana and 64.1
percent in the United States. Growth in Lafourche Parish employment was not steady.
Employment grew between 1971 and peaked initially at 34,100 in 1981. This was followed
by a 9.3 percent decline in employment between 1981 and 1983, a slight increases in 1984 and
1985, followed by a 5.2 percent decline between 1985 and 1989. It should be noted that total
employment in 1985 was about equal to what it had been in 1980. Employment increased
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Table 4-8. Educational attainment, Lafourche Parish, 1940 to 1990.

1940 1950 1960 1970 1980 1990

No. % No. % No. % No. % No. % No. %
Persons 25 and older 16,854 19,525 25,765 31,221 41,623 49,724
Finished 8th grade or less 13,871 82.3] 15,400 78.9] 17,762 68.9] 16,862 54.0] 16,098 38.7f 13,393 26.9
Finished high school 963 5.7 1,185 6.1 3,245 12.6 6,471 20.7 11,620 27.9 16,588 334
Some college 404 2.4 520 2.7 912 3.5 1,534 4.9 3,521 8.5 6,372 12.8
4 year college degree or higher 336 2.0 440 2.3 1,078 42 1,778 5.7 4,034 9.7 4,977 10.0
Source: LSU, 1996.
Table 4-9. Educational attainment, Terrebonne Parish, 1940 to 1990.

1940 1950 1960 1970 1980 1990

No. % No. % No. % No. % No. % No. %
Persons 25 and older 15,733 19,725 26,479 33,600 46,849 55,636
Finished 8th grade or less 12,344 78.5] 14,695 74.5| 16,413 62.0] 15,698 46.7] 14,411 30.8] 12,260 22.0
Finished high school 857 5.4 1,435 7.3 4,092 15.5 7,994 23.8] 15,259 32.6] 19,412 34.9
Some college 408 2.6 585 3.0 1,102 4,2 2,040 6.1 4,835 10.3 8,530 15.3
4 year college degree or higher 357 2.3 495 2.5 1,136 4.3 1,924 5.7 4,570 9.8 5,243 9.4

Source: LSU, 1996.
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Figure 4-5. Employment in selected industries, Lafourche Parish, 1969 to 1995.

Source: U.S. DOC, BEA, REIS, 1998.
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Figure 4-6. Employment in selected industries, Terrebonne Parish, 1969 to 1995.

Source: U.S. DOC, BEA, REIS, 1998.

Section 4.0

118 Changes in Characteristics



$1,000,000
$900,000

$800,000 / A\
$700,000 ~/ N\ —

£ $500,000 _
’g $400,000
£ $300000 _

$200,000

$100,000 ‘S

South Louisiana

et pur

$0

N 6 0 o 5 & N
FEELLFFFFFHFLe P

Year

Figre4-7. Eamings in selected industries, Lafourche Parish, 1969 to 1995.

Source: U.S DOC, BEA, REIS 1998.
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Figure 4-8. Earnings in selected industries, Terrebonne Parish, 1969 to 1995.
Source: U.S. DOC, BEA, REIS, 1998,
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again between 1990 and 1995, and reached peak employment levels again in 1994 and 1995.
The changes in employment follow closely with the stages of the offshore oil and gas
industry. The highest annual rate of change in employment (4.9 percent per year) occurred
between 1974 and 1981. This was followed by negative growth between 1981 and 1987. It
should be noted that local statistics are more volatile than national statistics.

Total earnings in Lafourche Parish increased 42.5 percent (to $779 million) between 1969 and
1995. Like employment, earnings peaked in 1981, then declined until 1987 (about 40 percent)
and then increased until 1995. The period of decline in earnings tracks with the decline
experienced in the offshore oil industry. Earnings in 1987 were about what they had been in
1973. Earnings in 1995 did not match the peak year of 1981. The highest annual rate of
change in earnings (6.6 percent per year) occurred between 1969 and 1974.

Total employment and total earnings in Terrebonne Parish grew more rapidly, from 27,250 in
1969 to 47,300 in 1995 (or 73.5 percent) for total employment and from $767 million in 1969
to $1,261 million in 1995 (or 64.4 percent) for total earnings. Growth in employment and
earnings in Terrebonne, was, therefore, greater than in Lafourche Parish and Louisiana during
the same period. Employment growth in Terrebonne Parish was greater than in the United
States, but growth in earnings was less than that for the nation during the same period. Peak
employment (54,000) was reached in 1981. Like Lafourche Parish, Terrebonne Parish
experienced a decline in employment in the 1980's. The decline, from 1982 to 1987, tracks the
downturn of offshore oil industry in the 1980's. Earnings also peaked in 1981 and then
declined until 1987. Earnings in 1987 were about what they had been in 1973. The highest
annual rate of change in employment (8.5 percent per year) and earnings (10.9 percent per
year) occurred between 1974 and 1981.

In spite of negative growth in employment and earnings in both parishes between 1981 and
1987, both experienced overall positive growth rates between 1965 and 1995. The period of
decline in earnings tracks the decline experienced in the offshore oil industry. The annual
average rate of change in employment between 1969 and 1995 was very similar for Lafourche
Parish (2.2 percent), Terrebonne Parish (2.8 percent), Louisiana (2.0 percent), and the nation
2.5 percent). The rate of change for earnings in the same time period showed Lafourche

Parish (1.6 percent) to be slower than Terrebonne Parish (2.5 percent), the State (2.2 percent),
and the nation (2.5 percent).

Agriculture and agricultural services have not been major sources of employment in either
parish since the 1950's. Lafourche Parish has more land in farms and farms than Terrebonne
Parish, and agricultural employment was higher in Lafourche Parish between 1969 and 1995.
Earnings were higher in Lafourche Parish, except in 1985 and 1990, when they were higher in
Terrebonne Parish. Earnings from agriculture and agriculture services peaked in 1975 in both
parishes.
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Mining employment and earnings have been more important in the South Louisiana study area
than in the other study areas. They have also been more important in Terrebonne Parish than
in Lafourche Parish. In both parishes mining employment and earnings increased and
decreased several times from 1969 to 1995. Mining employment in Terrebonne peaked at
about 9,600 in 1981 and, at the time, accounted for 17.8 percent of total employment. Mining
employment also peaked in Lafourche Parish in 1981 at about 2,100, or 6.1 percent of total
employment. The peak coincided with the thriving stage of the offshore oil industry. Peak
OCS oil and condensate production off Louisiana occurred between 1984 and 1987; peak
sales value occurred between 1981 and 1985; and peak OCS natural gas production occurred
between 1979 and 1984. Mining employment in Terrebonne Parish, along with the industry
as a whole, sustained a downturn from 1986 to 1992. In 1995 Terrebonne Parish had about
650 more mining workers than it had in 1969. In contrast, in Lafourche Parish mining
employment declined steadily after 1986 and there were about half the workers in mining in
1995 as in 1969. Table 4-10 summarizes mining employment in both parishes from 1969 to
1995. (See Tables 4-6 and 4-7 for annual rates of change in mining employment during five
time periods from 1965 to 1995.)

Total earnings and mining earnings both peaked in Lafourche Parish in 1981, during the
thriving period of the offshore oil industry. At the time, mining earnings ($923.7 million)
accounted for about 9.8 percent of total earnings in the parish. All mining earnings at the time
came from oil and gas extraction. Mining earnings in Terrebonne Parish also peaked in 1981
at $1,864 million and accounted for 26.8 percent of total earnings at the time.

Manufacturing employment in both parishes increased from 1969 to the late 1970's in
Lafourche Parish and from 1969 to 1981 in Terrebonne Parish. Both parishes experienced a
decline in manufacturing employment in the early to mid-1980's, which coincided with the
early portion of the decline in the offshore oil industry. Although manufacturing employment
in Lafourche Parish generally increased between 1986 and 1995, it had not again reached its
peak employment level of 3,600 by 1995. In Terrebonne Parish, manufacturing employment
fluctuated between 1986 and 1995. It did not sustain periods of growth or decline for more

than 3 years. In 1995, manufacturing employment was about 51.5 percent of the 1981 peak
(6,000).

Total establishments in both parishes peaked in 1985. Lafourche Parish experienced a
negative rate of change in agriculture and agricultural services, mining, and manufacturing
establishments between 1977 and 1995. Terrebonne Parish experienced a slight positive rate
of change in each of the three sectors and for total establishments.

Major sources of employment and earnings. The major sources of employment in Lafourche
and Terrebonne parishes were similar in the early and more recent time periods of interest, but
were somewhat different in the 1975 to 1985 period. Agriculture, retail/wholesale, and
manufacturing were the major sources of employment in the early period. Mining was a
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Table 4-10. Mining employment, Lafourche and Terrebonne parishes, 1969 to 1995.

Lafourche Parish Terrebonne Parish
Year Number % of Total |Number % of Total
1969 1,735 7.8 4,059 14.9
1970 1,659 7.6 4,251 14.9
1971 1,724 7.7 4,332 14.8
1972 1,802 7.9 4,785 15.5
1973 1,691 7.1 5,239 15.9
1974 1,914 7.5 5,586 16.5
1975 1,778 6.9 6,155 16.7
1976 1,750 6.5 6,876 17.6
1977 1,637 5.8 7,283 17.5
1978 1,591 52 7,724 17.1
1979 1,655 53 7,700 15.8
1980 1,728 53 9,238 18.0
1981 2,084 6.1 9,600 17.8
1982 2,016 6.1 8,791 16.3
1983 1,706 55 6,990 14.5
1984 1,716 5.5 7,360 15.2
1985 1,960 6.1 7,433 15.8
1986 1,562 5.1 5,655 13.7
1987 1,309 4.3 5,188 13.0
1988 1,325 4.3 5,111 12.4
1989 1,280 4.2 4,507 10.9
1990 1,269 4.0 4,524 10.3
1991 1,230 3.8 4,376 10.0
1992 983 3.1 3,749 8.9
1993 876 2.6 4,652 10.5
1994 888 2.6 5,414 11.7
1995 815 2.3 4,713 10.0
Source: U.S. DOC, BEA, REIS, 1998.
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major source of employment in Terrebonne Parish in 1950, 1960, 1975, 1980, and 1985 and in
Lafourche Parish in 1960. The transportation and utilities sector was a major employment
source in Lafourche Parish in 1970, 1980, and 1985. The time periods when mining and
transportation were important sources of employment in the two parishes coincide with the
rise of the offshore oil industry in the area. Services, government, and retail trade were the
major sources of employment in Louisiana between 1970 and 1995. In 1990 and 1995,
Lafourche and Terrebonne parishes had the same major sources of employment as the State.

In the earlier years, services was the only consistent major source of employment in the two
parishes and the State.

Mining was a major source of earnings in Terrebonne Parish between 1969 and 1995. Mining
dropped from the major source of earnings in 1969 to the second major source in 1989. In
Lafourche Parish, transportation and utilities have been a major source of earnings. The
importance of transportation and utilities earnings shifted over time. In 1990 and 1995,
transportation and utilities ranked third as a major source of earnings. Services, government,
and manufacturing (in different order) have been the major sources of earnings in Louisiana
since 1970. The service industry was a major source of earnings in Terrebonne Parish in each
time period of interest between 1970 and 1995 as well. Lafourche Parish has shared different
major sectors with the State over time. In 1970 and 1975, Lafourche and the State both had
the government sector as a major source of earnings. In 1980, both included manufacturing
and services as major earnings sources. Then in 1985 to 1995, they shared government and
services as major sources of earnings.

Military employment. Military employment in Lafourche and Terrebonne parishes fluctuated
between 1969 and 1995, but was never very large. It was somewhat larger in Terrebonne
Parish, where military employment peaked at about 670 in 1989. In Lafourche Parish,
military employment peaked about 600 also in 1989.

Relationship between sector employment and OCS oil and gas indicators. Tables 4-11 and
4-12 show the relationship between sector employment and OCS oil production, oil value,
natural gas production, natural gas value, and trend or year for Lafourche and Terrebonne
parishes, respectively. The trend in employment and OCS natural gas production show fairly
consistent positive relationship in both parishes.

4.3.3 Changes in Personal Economy

Mean household income. Total mean household income in Lafourche and Terrebonne
parishes was actually lower in 1990 than in 1970. In both parishes mean household income
peaked in 1980 at $45,485 in Lafourche Parish and $46,481 in Terrebonne Parish. Mean
household income was consistently higher in Terrebonne Parish than in Lafourche Parish in
1970, 1980, and 1990. Mean household income was higher in the two parishes in 1970, 1980,
and 1990 than in Louisiana.
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Table 4-11. Relationship between sector employment and OCS oil and gas indicators: Lafourche Parish.'

Sector OCS Oil OCS Oil Value OCS Natural Gas | OCS Natural Gas | Trend or Year
Production Production Value
Farm 0 + - 0 -
Agriculture 0 - + 0 +
Mining 0 + - 0 -
Construction 0 0 + 0 +
Manufacturing - 0 + 0 0
Transportation - 0 0 + +
Wholesale Trade 0 0 + 0 +
Retail Trade 0 0 + 0 +
FIRE 0 0 + + +
Services 0 - + 0 +
Government 0 0 + 0 +

'Determined by examination of statistical results of linear regression of employment variables against oil or gas indicator and

year. All estimates were corrected for 1st order autocorrelation when determined to exist.
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Table 4-12. Relationship between sector employment and OCS oil and gas indicators: Terrebonne Parish.!

Sector OCS Oil OCS Oil OCS Natural Gas | OCS Natural Gas | Trend or Year
Production Value Production Value
Farm 0 + - 0 -
Agriculture 0 - + 0 +
Mining 0 + 0 0 0
Construction 0 0 + 0 +
Manufacturing 0 + 0 0 -
Transportation 0 + + 0 0
Wholesale Trade 0 0 0 + 0
Retail Trade 0 0 + + +
FIRE 0 0 + 0 +
Services 0 0 + + +
Government 0 0 + + +

'Determined by examination of statistical results of linear regression of employment variables against oil or gas indicator and

year. All estimates were corrected for 1st order autocorrelation when determined to exist.
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The income trends reflect historic patterns of extractive industries in the South. Despite

impressive spurts of prosperity and capital growth, the impact on individual earnings is
seldom long-term.

Mean household income by race shows higher incomes for white households than black
households in 1970, 1980, and 1990 in both parishes. Over time blacks have lost ground. In
1990, black mean household income as a percentage of white income was lower than in 1970
or 1980 in both parishes. Household income by race followed the same pattern as total mean
household income with the household income in 1990 being lower than in 1970. In 1970 and
1980, total mean household income and household income by race were higher in the two
parishes than in Louisiana. Mean household income for blacks in 1990 was quite similar in
Terrebonne Parish ($19,690) and the State ($19,584). The annual rate of change in mean
household income was negative in Lafourche and Terrebonne parishes for both total mean
household income and by race. In contrast, that for the State was positive.

Per capita income and average wage per job. Per capita income in both parishes increased
steadily between 1969 and 1981, declined between 1982 and 1987 in Lafourche Parish and
1982 to 1989 (except for 1984) in Terrebonne Parish and then rose again until 1995, except
for a slight decline in 1992 in Terrebonne Parish. Per capita income in 1995 was still lower in
both parishes than the peak year. Peak per capita income was about $18,650 (1981) in
Lafourche Parish and $19,725 (1981) in Terrebonne Parish. Per capita income in both
parishes was very similar between 1969 and 1995. Between 1969 and 1995, per capita
income in Louisiana rose steadily. Per capita income in the two parishes was below that of
the State until 1975 when per capita income in the parishes and the State was about the same.
By 1980, per capita income in the two parishes was slightly higher than in the State. After
1980, per capita income in the State continued to increase. In 1995, per capita income was
$20,320 in Louisiana compared with about $17,750 in Terrebonne Parish and $17,600 in
Lafourche Parish.

The average wage per job peaked in Lafourche Parish and the State in 1978 and in Terrebonne
Parish in 1979. The average wage per job was lower in both parishes in 1995 than in 1969.

The average wage per job was consistently higher than per capita income in the two parishes
and the State from 1969 to 1995.

4.3.4 Changes in a Social Indicator

Suicide rate. Suicides per 100,000 population in Lafourche and Terrebonne parishes show
wide variations, although more so in Terrebonne Parish than in Lafourche Parish. In general,
the suicide rates in the two parishes have been lower than that for Louisiana and for the nation.
Both parishes had higher suicide rates at the beginning of the downturn in oil in the early
1980's, though the rate was 0 for both in 1980. The rate in Terrebonne Parish was 19.8 in
1983 and 15.8 in 1984 in Lafourche Parish. The highest rate in Terrebonne Parish, 20.6,
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occurred in 1990. For Lafourche Parish, the highest rate occurred in 1994 when the rate was
20.8. Suicide rates in Louisiana and in the nation show less variation, and until about 1979
the rates in Louisiana were consistently lower than those for the nation. As mentioned
previously, local rates always show more variation than the state or the nation. After 1982,
the Louisiana suicide rate was consistently higher than the national rate.

4.4 Coastal Bend, Texas

San Patricio County is the single county in the Coastal Bend, Texas study area. San Patricio
County is the smallest of the five county study areas in terms of land, population,
employment, and earnings. OCS lease sales off of Texas began in 1954. Table 4-13
summarizes selected variables for the county at 5-year intervals from 1970 to 1995.

Table 4-14 shows the annual rate of change for a subset of variables for five time periods
between 1965 and 1995.

4.4.1 Changes in Demographics

Population. Population changes in San Patricio County at 10-year intervals from 1930 to
1990 and for 1995 are shown in Figures 4-9. Population in San Patricio County grew from
about 23,800 in 1930 to 66,750 in 1995. The 1995 population is the highest the county has
experienced. Between 1969 and 1983, the county’s population increased about 30.7 percent,
increasing from about 47,700 to 62,350. Population then decreased until 1990 when it began
rising again and reached peak levels in 1993, 1994, and 1995. While the county’s population
was in decline, the population in the State rose by about 6.0 percent. The population decline
in the county reflects geographic-economic bifurcation between major metropolitan areas and
smaller urban and rural districts. The county’s population increases in the 1970's and early
1980's followed by the decline tracks well with the rise and downturn in the offshore oil
industry. The highest annual rate of change in population (2.7 percent per year) occurred
between 1974 and 1981. The recent population gains coincide with major increases in
military employment, and presumably new residents related to those increases.

Age distribution. The age distribution for San Patricio County is shown in Figure 4-10. Age
distribution has shifted in the county since 1950 from a high proportion of children to a high
proportion of persons 60 years and older. The proportion of children (age 0-19) declined
steadily after its peak in 1960. Simultaneously, the proportion of working age residents (age
20 to 59) and older residents ( age 60 and older) increased. Compared to the State, in 1990
San Patricio County had a larger proportion of children, a smaller proportion of working age
residents, and about the same proportion of older residents. The proportion of older residents
in the county and the State in 1990 was lower than that of the nation.
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Table 4-13. Summary of selected variables: San Patricio County.

Variable 1970 1975 1980, 1985 1990 1995
Changes in Demographics
Total Population 47,337 50,609 58,322 61,135 58,818 66,741
Age
09 10,617 NA 11,064 NA 10,317 NA
10-19 11,237 NA 12,009 NA 10,620 NA
20-29 5572 NA 9,048 NA 7,600 NA
3044 8,083 NA 10,878 NA 13,285 NA
45-59 6,752 NA 8,236 NA 8,276 NA
60+ 5,027 NA 6,778 NA 8,651 NA
Race
‘White 46,553 NA] 49,914 NA] 44,998 NA
Black 688 NA] 624 NA 793 NA
Changes in Industry Structure
Total Employment 14,706 15,980 19,39 19,536 19,148 21,499
Agricultural Services 2,244 1,962 2,100 1,694 1,617 1,585
Mining 501 536 843 1,393 679 609
Mamfacturing 2,218 1,660 2,710 1,425 2,051 2,526
Military 248 217 172 200 236 2,278
Number of Wage/Salary Jobs 11,540 12,522 15,303 14,890 14,094 16,380
Total Eamings (thousands of $1998) $ 368235(% 453,142|$ SI2,660|8 491392($ 420299[$ 495513
Agricultural Services $ 40,026 | $ 67,749 | $ 3459 $ 39,1611 % 70481 $ 24,109
Mining 3 11,992} § 20,433 $ 29,698 | $ 47,8981 $ 17,148 | $ 14,193
Manufacturing $ 100933} 8 88,1853 162,146 § 78680 |$ 109524 |$ 127,351
Totat Establishments NA NA 926 1,047 919 949
Agricuitural Services NA NA 33 27 24 36
Mining NA NA 29 38 27 24
Manufacturing NA NA 31 29 27 39
Changes in Personal Economy
Total Mean Household Income ($1998) $ 34,369 NA| § 42,576 NA| $ 36,663 NA
‘White Mean Household Income $ 34,616 NA| § 44,378 NAi $ 39,853 NA
Black Mean Household Income $ 18,102 NA| § 24,565 NA| $ 16,995 NA
Per Capita Income ($1998) $ 12,0551 % 14,649 | $ 16,0181 § 16,201 ] $ 14,976 | $ 15,479
Average Wage Per Job ($1998) $ 239791 $ 25,148 $ 26,49 | $ 242451 % 24288 | $ 24,564
Changes in a Social Indicator
Suicide Rate per 100,000 Population 6.3 19.8 6.9 49 6.8 10.5
NA - Not Available
Source: See Table 4-1.
Section 4.0 128 Changes in Characteristics



Coastal Bend, Texas

L .

Table 4-14. Annual rate of change, San Patricio County.

Variable 1969- 1974- 1981- 1987- 1965-
1974 1981 1987 1995 1995

Population 1.0 2.7 0.4 1.2 1.5
Personal Income ($1998) 6.3 5.8 -2.6 2.4 33
Per Capita Personal Income ($1998) 5.0 2.7 -2.9 1.1 1.3
Total Full and Part-Time Employment 2.8 4.1 -2.0 2.1 2.0
Earnings by Place of Work ($1998) 6.7 32 -5.2 3.0 1.5
Average Earnings per Job ($1998) 33 -0.8 -3.6 0.8 -0.3
Mining Employment -0.2 19.6 -6.3 2.0 0.9
Wages and Salary per Job ($1998) 1.7 0.1 2.2 0.9 0.1

Source: Calculated based on U.S. DOC, BEA, REIS, 1998.
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Figure 4-9. Population in San Patricio County, 1930 to 1995.

Source: LSU, 1996 and U.S. DOC, BEA, REIS, 1998.
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Figure 4-10. Age structure, San Patricio County, 1950 to 1990.

Source: LSU, 1996.
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Race. The racial composition of San Patricio County remains predominantly white, although
the proportion of the population which is white decreased from about 98.1 percent in 1960 to
about 76.5 percent in 1990. The proportion of the population which is black remained about 1
percent in 1960, 1970, 1980, and 1990. The proportion of other racial groups in the
population has increased since 1960. In 1990, San Patricio County and the State had a similar
proportion of white residents. In comparison with the State, the county had a much lower
proportion of black residents.

It may be that the increase in the proportion of Hispanic residents and the stable black
population reflect both the menial nature of employment in San Patricio County and the out-
migration of better-qualified whites who have better job alternatives in the booming
metropolitan areas, especially Houston. Again, this reflects historic demographic patterns for
marginal economies outside metropolitan areas in the South.

Educational attainment. Like Texas and the nation, the population in San Patricio County has
become better educated over time (see Table 4-15). Between 1940 and 1950, the proportion
of those 25 years of age and older with an eightth grade education or less increased and the
proportion of those finishing high school decreased. Since 1950, the proportion of the
population age 25 and older who have an eighth grade education or less has decreased, while
the proportion finishing high school and completing some college has increased. The
proportion of those finishing high school and those with a 4-year college degree program or
higher increased between 1970 and 1980, but remained about the same in 1990 as in 1980. In
spite of the increases in educational attainment achieved in the county, about 22.4 percent of
the 1990 population in San Patricio County age 25 years and older had less than a ninth grade
education. This compares with 13.5 percent for Texas and 11.2 percent for the nation.

The issue is not so much that San Patricio County residents are better educated today than
they were 50 years ago, but that they continue to lag significantly behind the rest of Texas as
well as the U.S. in educational attainment. Writer John Dos Passos, surveying the
transformation of the nation’s economy during World War 11, declared that “New Industries
Make New Men” (Dos Passos, 1944). Whatever validity the claim may have for the country as
a whole, it is a much weaker predictor in the South; the reverse, in fact, may be closer to the
reality of Southern economic development since World War II. New industries have tended to
perpetuate the low-wage, low-skilled nature of the Southern work force. Newer economic
activities that diverge from manufacturing have a better track record at upgrading economies,
but those activities tend to center in the South’s major metropolitan areas where support
services, cultural amenities, transportation, and educational opp