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Negative social and economic consequences of an oil spill also appear to be limited. Based upon
information from the interviews with community officials and business operators in the spill region,
short-term effects of this spill appear to have been very limited. Longer-term effects are difficult to
characterize and evaluate so soon after the spill occurred. The preponderance of those interviewed
believed there would be no negative effects from the spill, but a significant minority said they were
worried that longer-term effects might yet manifest themselves.
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1.0  Objectives

The effects of oil spills on the biological and geological aspects of coastal and marine environments
have been studied in many different settings from many different perspectives. This is not the case for
the social and economic consequences of a spill. The objective of this study is to ascertain and
document the social and economic effects of a large oil spill for the communities, businesses, and
individuals in an adjacent geographic area that  is typical of the U. S. Gulf Coast. 

1.1  Expenditures, Revenues, Costs, and Consequences

First, we need to get the fundamentals right. As in this case study, the cleanup and remediation of an
oil spill may involve the expenditure of millions of dollars. Such expenditures are revenues for
business and individuals, but the spill is a cost, not a benefit, to society and is a deduction from, rather
than an addition to, any comprehensive measure of economic output. 

The best economic measure of the cost of a spill is its opportunity cost. In this case the opportunity
cost has two generic components. 

• The first is the direct cost or loss as reflected in normal accounting conventions. In our case,
this would include about $10 million spent by firms and governments to cleanup and
remediate the spill, approximately one million dollars to repair the pipeline, and the value of
the oil that was not recovered–a little less than $50,000 at prices prevailing at the time of the
spill. The value of the goods and services that could have been produced with these
resources–had they gone to production or consumption, rather than the cleanup–is a measure
of this component of the spill’s opportunity costs. 

• The second is the value of the opportunities lost or precluded–to produce (e.g., harvest
oysters) or consume (e.g., recreational fishing)–that are not captured in the normal accounting
of  direct expenditures included in the first category.  Some of these costs may become easier
to quantify as time passes.  For example, the detrimental effects of the spill on oyster beds will
be quantified as their owners either negotiate with Texaco or litigate in the appropriate courts.
Such sums will be entered in Texaco’s books and allocated to the spill.  However, other costs
such as inconvenience to recreational fishermen will not enter Texaco’s books although they
may be substantial in the aggregate.   In addition, ideally, any permanent damage to
productivity or amenities of the area’s natural resource base should also be recorded and
treated analogously to the depreciation, obsolescence, or loss of physical capital.

It is true that the revenues of firms in the cleanup, repair, and remediation businesses may increase,
but these increased revenues are increased costs without concomitant production by the firm
responsible for the spill. Such costs will be passed on through higher prices to consumers of the
products produced and/or by reduced dividends to the firm’s stockholders. These costs are much
easier to estimate than those not directly associated with cleanup activities. The second category of
costs, often termed nonmarket or external costs, is hard to estimate quantitatively, and we will use
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The immediate social and economic consequences for the region in which the spill occurred are a mix
of things that include not only additional jobs and sales but also non-market effects such as traffic
congestion, strains on public services, shortages of commodities or services, and disruptions to the
normal patterns of activities or expectations. Preventing detrimental effects to the area’s marine
resources and productivity over the longer term is the primary concern that shapes the entire spill
response and cleanup effort.  The success or failure of this effort to do so cannot be established
empirically within the time frame of the study, but we have tried to ascertain and characterize the
perceptions and expectations of individuals living in the spill area.
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Figure 2.1. Location of Lake Barre.

Figure 2.1 is a map of Louisiana showing the location of Lake Barre. It lies in the middle of the oil
and gas production zone that has grown up along the Louisiana coast since the 1950's.

 Figure 2.2 is a map of Terrebonne Parish, showing the spill site and the region contiguous to it. The
principal city in the parish is Houma, which is about 30 miles from the spill site and accounts for
nearly 31 percent of the parish’s population. Dulac and Chauvin, the two towns nearest the spill site,
have populations of 3,723 and 3,375 according to the 1990 census. 
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Figure 2.2. Map of spill region.
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Table 2.2

Socioeconomic Characteristics of Lafourche Parish (1990)

Lafourche Parish Thibodaux City
Rest of Lafourche

Parish

Population 85,860 14,035 71,825 

Per Capita Income 9,250 9,964 9,110 

Aggregate Wage
or Salary Income

$597.8 mln $94.1 mln $503.7 mln

Civilian Labor
Force

35,020 5,763 29,257 

Rural Population 41,332 0 41,332 

White Population 72,669 9,527 63,142 

Black Population 10,602 4,442 6,160 

Persons below
Poverty Level

19,254 4,348 14,906 

Unemployed
Persons

2,852 529 2,323 

Together the parishes form the Houma Metropolitan Statistical Area (MSA). Table 2.3 shows
updated data for the two parishes. The Houma MSA has been the most “cyclical” part of  Louisiana’s
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economy during the past two decades–growing faster in good times and falling further in bad. The
cyclical driver of economic activity in the Houma MSA is the oil and gas sector, however, not the
general economy. 

Table 2.3

Socioeconomic Characteristics of the Houma MSA by Parish for 1996

Terrebonne Parish Lafourche Parish

Population – 1996    101,887     87,577

Wages and Salaries – 1996 $1,080,985,000        $615,418,000      

Civilian Labor Force – 1996       45,000     39,500

Unemployed Persons – 1996         2,200        1,700

Persons Below Poverty Level –1993      22,818       18,510

Two years after oil prices had taken their final dive in 1985 from the unsustainable levels they reached
in the early 1980's, employment in the Houma MSA was 25 percent below its previous, 1981, peak
(Scott et al., 1997). In the 1990's, however, the Houma MSA has been the most rapidly growing
MSA in the state and, in 1996, surpassed its previous, 1979, peak  employment level. The authors
of the Louisiana Economic Outlook forecast that the Houma MSA will add almost six thousand jobs
during the 1998-99 fiscal year.  Behind this rapid  growth are: 1) the oil and gas exploration and
production resurgence in the Gulf, especially in the “deep water Gulf,” and 2) very rapid growth in
the related shipbuilding industry. The shortage of skilled workers in shipbuilding is so extreme that
firms are offering workers from outside the area temporary housing and mimicking the practice of
the offshore oil and gas industry with a seven days on/seven days off work schedule (Scott et al.,
1997). 
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3.0  Resources Marshaled to Cleanup the Spill

3.1 People

The number of people involved in the response to the spill measured over the duration of the cleanup
effort is illustrated by the employment profile shown in Figure 3.1.1. The figure traces the number
working on the spill and cleanup for about a month, from the Saturday following the spill until June
20.  A small crew continued to work until July 4, when the cleanup effort was declared “over.” 

Two aspects of the profile are instructive. Nearly 300 people were at the site almost immediately.
Such rapid mobilization is crucial to being able to contain the spill before it damages the surrounding
ecosystem and, thereby, minimize the cost of any reclamation or restoration work that might be
required.

It is also important to note that the number working at the site declined sharply after about ten days,
averaging around 125 for the next two weeks before declining again to average about 25 for the
duration of the cleanup.

As is illustrated in Figure 3.1.2, the drop in manpower at the command centers was quicker and
sharper, falling from a high of 50 on the initial two days to average about 20 for the next week when
it then dropped to a single person. The main command center was at Texaco Pipeline in Houma, and
the field command post was established in Cocodrie, Louisiana.  

Figures 3.1.3 and 3.1.4 illustrate the division of cleanup workers between the subcontractors hired
by Cenac Environmental (who by-and-large came from outside Terrebonne and Lafourche Parishes)
and workers employed by Cenac or Texaco Pipeline (many of whom were employed at Texaco
Pipeline, located across the street from Cenac in Houma).

Figure 3.1.3 shows the two categories in absolute terms, Figure 3.1.4 in relative terms. Clearly the
subcontractors were the surge/slack providers of manpower, while the Cenac/Texaco manpower was
relatively stable throughout the cleanup campaign.







1The dollar amounts are given only to provide a point of reference, not to suggest the
estimate is meaningful to the number of digits given.

2In making these estimates, it was assumed that Cenac received twice as much per worker
for its employees as did its subcontractors, in compensation for its managerial and supervisory
services. 
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3.2  Expenditures

Table 3.2.1 records expenditures by Texaco during the cleanup in six categories by type of recipient.
About 75 percent of the $9,821,673 that was expended went to Cenac Environmental, the principal
cleanup contractor, who, in turn, paid the subcontractors it brought to the spill. Payments Texaco
made to businesses and individuals other than Cenac and its subcontractors, which were about 25
percent of total expenditures, are shown by location when it is possible to do so. 

Working from a list of expenditures furnished by Texaco and using directories, phone calls, and web
sites, it was possible to subdivide the “other-than-Cenac-and-its-subcontractors” category into five
classifications. Four of the classifications were based on location–whether the business receiving the
payment was located in one of the three parishes closest to the spill (Terrebonne, Lafourche, and St.
Mary) or outside those parishes. The remaining category is “payments to individuals;” it is not
subdivided into categories corresponding to the location of the recipient.

We do not have the data that would be required to subdivide the $7,318,776 paid to Cenac and its
subcontractors according to location. However, using the employment data shown in Figure 3.1.3
and data gathered from most of the subcontractors as a guide, we offer rough estimates of the
disposition of that total as follows.

• About 20 percent of the $7,318,7761 paid by Texaco to Cenac went to pay for supplies,
services, and materials. 

• Another $2,283,458 ( 31 percent) went to Cenac for management, labor, and supervision. 

• The remaining $3,571,563 (49 percent) was paid to the subcontractors working under
Cenac’s supervision.2    

Table 3.2.1
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Expenditures by Texaco at the Lake Barre Oil Spill by Initial Recipient
(Data were furnished by Texaco; the classification and estimates were by the authors.)

Initial Recipient Amount Percent of Total
Expenditures

 Cenac Environmental and       
its Subcontractors

$7,318,776 74.53

Businesses in Terrebonne Parish   522,865  5.32

Businesses in Lafourche Parish    88,519  0.90

Businesses in St. Mary Parish  100,628  1.02

Businesses in other areas 1,737,622 17.69

Payments to individuals    53,263  0.54

      Totals $9,821,673 99.9

Table 3.2.2 summarizes the estimates these assumptions yield, in terms of expenditures within the
cleanup’s impact area, which is broadly defined to include Lafourche and St. Mary Parishes as well
as Terrebonne Parish, and outside the impact area.

It is unrealistic to assume that all of the $1,463,755 estimated to have been used by Cenac to purchase
services and supplies was spent in the spill area. Hence, in the table we have allocated two-thirds of
the expenditure to “outside the spill area” and one-third “inside the spill area.” A similar adjustment
could be made to the “payments to individuals” category but we have not done so because the total
is so small relative to the total–only about one-half of one percent. 

Acknowledging the rough and ad hoc nature of the estimates summarized in Table 3.2.2, about 36
percent of the $9.8 million paid by Texaco for the cleanup was spent within the area of the spill,
quite broadly defined, and 64 percent was spent outside the impact area. Given the imprecision of
the data, a range between a 30-70 division and a 40-60 division would probably include the true,
actual ratio.
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Table 3.2.2

Estimated Expenditures to Recipients Within and Outside the “Spill Area”

Location
Recipient-Disposition

Within Spill
Area

Outside Spill
Area

Total
Expenditures

Cenac-Manpower $2,271,748 $2,271,748

Cenac-Service and Supplies     487,918     $975,837  1,463,755

Cenac-Subcontractors    3,583,273  3,583,273 

Businesses in Terrebonne Parish      522,865     522,865

Businesses in Lafourche Parish        88,519       88,519

Businesses in St. Mary Parish       100,628      100,628

Businesses in other areas    1,737,622    1,737,622

Payments to individuals         53,263         53,263

      Totals $3,524,941 $6,296,732 $9,821,673

The consequences of these expenditures for local or regional economic activity are largely determined
by whether new jobs are created or incomes increased in a significant way as a result of the cleanup
campaign.  The consequences for employment in the spill area were minimal, as evidenced by the fact
that: 

• Neither Cenac nor any of its subcontractors hired any permanent employees to work on the
spill. 

• Two Cenac subcontractors did hire contract employees to work as general labor during the
spill, but they were not hired in the three-parish, spill-impact area. 

• An employee with the Louisiana Department of Labor office in Houma reported that there
were no Job Orders filed as a consequence of the Lake Barre spill and that  none who
registered with the agency during the spill said that they lost their job as a consequence of the
spill.

• There may have been additional hires or increased hours worked in the lodging or eating and
drinking establishment industries, but no effects of this sort were mentioned by those we
interviewed, as is discussed in the next section of the report. 
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3.3  Equipment

Large amounts of specialized equipment and supplies are required to deal with a major oil spill.
Texaco’s “Lake Barre Oil Spill Incident–FACT SHEET” lists:

• Approximately 50,000 feet containment boom, 

• Approximately 60,000 to 80,000 feet of absorbent boom, 

• More than 60 boats, 

• Eight to ten air boats,

• More than 20 skimming vessels and vacuum boats,

• Seventeen barges, including crane, deck, and storage barges,

• Three to five helicopters, 

• Two fixed wing aircraft,

• Four to ten Terrebonne Parish Sheriff’s Office water patrol units.

Only one of the subcontractors indicated any problems acquiring the necessary supplies or equipment
during the cleanup and suggested that, as a part of its contingency planning, the state should keep a
current directory of suppliers in all parts of the state.
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Figure 4.1.1. Disposition of those initially contacted for interviews.
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Figure 4.1.2. What impact did the spill have on your community?
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• Eighteen percent believed there “might be” such impacts.  

• Only four percent replied with an unqualified “yes.”  

The “maybes” all had environmental or natural resource concerns. Disregarding the  “no opinion” and
lumping together the “maybes” and the “yeses” still  yields an optimistic, no-long-run-effects balance
when compared to the “noes,” with the former, concerned group totaling 22 percent and the latter,
“no-long-run-effects” group accounting for 37 percent of the total. 

An alternative way of interpreting the data in Figure 4.1.4 would be to form an
“uncertain/noncommital” group by adding the “no response” and the “maybes.” This would indicate
that a majority of 59 percent were unsure of the consequences of the spill and, when compared to
those with definite expectations, would indicate that uncertainty is more descriptive of the
respondents’ expectations.
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Another topic that was included in the interviews was how interviewees learned about the spill and
how accurate they believed the information about the spill to be. Figures 4.1.5 and 4.1.6 summarize
those responses. 

Figure 4.1.5 summarizes how those interviewed learned about the spill.
 
• Thirty-seven percent said their information came from newspaper, television, or radio reports.

• Fifteen percent were unsure of their source or learned of the spill in some other way.

• The remaining forty-eight percent learned of the spill by either: direct observation (11
percent), or by word-of-mouth (15 percent), or from a business (22 percent).

Figure 4.1.6 summarizes responses about the accuracy of the information they received about the
spill. 

• Only 15 percent said they believed information about the spill was not accurate. 

• Forty-four percent were unsure of the accuracy of the information they received or had no
opinion. 

• Thus, only 41 percent said they were confident that the information available to them would
be proven to be accurate.
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Figure 4.1.7. Did Texaco and the state and federal agencies have adequate plans to deal        
          with the spill?

A final set of questions concerned the perceived adequacy of the planning for the spill by Texaco and
offered “open-ended” opportunities for suggestions for improvements in performance and regulations.

Figure 4.1.7 summarizes responses to a question about the adequacy of the planning for the spill  by
Texaco, and, by implication, that of planning by the relevant state and federal regulatory agencies.
Again there is considerable uncertainty or lack of information or, perhaps, lack of interest evident in
the responses.

• Forty-four percent chose not to answer or had no opinion. 

• Of those with opinions, however, 48 percent believed that a good job was done.

• Only four percent responded that the planning was not adequate.

The two “open-ended” opportunities for suggestions were: “In hindsight, what could have been done
by the oil company to reduce impacts on local communities?” and, “Are there any laws or regulations
that you believe should be changed to deal with oil spills more efficiently or equitably?”

There were no suggestions about what could have been done that was not done to reduce the impact
of the spill on communities. The most frequent  “response” was “no answer,” which accounted for
63 percent of the responses. However, 33 percent responded “affirmatively” to the effect that nothing
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could have been done that was not done to minimize such impacts during the cleanup. Four percent
responded, logically, that since they believed there were no impacts on communities from the spill
nothing could be done to reduce such nonexistent impacts.

There were also few suggestions for improving laws or regulations pertaining to spills and cleanups.
One respondent suggested that provisions were needed to notify lease, bottom, or property owners
in the area of the spill that a spill had occurred; another said that more warnings about the locations
of major pipelines would help. Two respondents said that existing regulations could not be improved,
and the remainder did not answer or respond to the question.
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5.0  Summary and Conclusions

Responding to natural disasters such as  floods, hurricanes, tornados, and earthquakes usually
requires large expenditures for construction and repair, which provide a stimulus to the afflicted area.
Indeed studies of the response to these natural disasters show that private insurance and public
programs tend to over-compensate for the losses so incurred (Kane, 1996, Albala-Bertrand, 1993,
and Horowich, 1990).  But the response to the rupture of a major oil pipeline, such as has been
previously described,  does not appear to provide much economic stimulus in either the short or
longer run–at least in a typical Gulf Coast setting such as Lake Barre. 

However, the response to a major pipeline spill in this setting does not appear to result in much social
or economic disruption either. Although oil spill scenarios could be conjectured in which considerable
damage would be suffered by physical structures in urban areas, the mitigation of oil spills usually
only requires comparatively minor and short-lived construction expenditures. Further, damages are
often of the non-market type, where damages, even if substantial in total, are spread so thinly that
they are hard even for those directly affected to calculate–e.g., the reduction in future opportunities
for recreational fisherman from a potential reduction in larval marine organisms in the spill area.
Indeed, it may be that restoration strategies are so uncertain that relying on time and natural processes
to mitigate longer term damages is frequently the prudent course.

In the Lake Barre case study, no evidence was found of any additional employment created by the
spill in the three parish area defined as the spill area–despite the fact that the principal cleanup
contractor, Cenac Environmental, and the responsible party, Texaco Pipeline, were both located in
the spill area.  Some of the subcontractors hired trained labor on a temporary basis, but none of those
employed were residents of the spill area.

Similarly, an analysis of detailed expenditures made by Texaco during the cleanup, suggested that
about two-thirds went to business located outside the three parish spill area.

Conversely, little, if any, evidence was found of spill- or cleanup-caused damages or disruptions
imposing short-term costs on businesses or individuals in the spill area. Preventing longer term
damages that could reduce longer-term benefits from the coastal environment in which the spill took
place is the goal that guides the cleanup effort. A significant level of concern about real or perceived
longer-term effects on commercial and recreational fishing was evident in those who participated in
this study, but no evidence of such effects is known at this time.

There are several reasons why both the negative and potentially positive effects of this oil spill seem
to be so limited:

• First, the spill occurred as a result of the rupture of an active pipeline. Even though it was a
major pipeline bringing large quantities of oil to shore, the drop in pipeline pressure provided
a clear signal of a failure that was promptly responded to by shutting down the flow. It is
much easier and quicker to control a spill from a pipeline than, for example, one from a
damaged or grounded tanker.
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businesses as a consequence of long-run damage to fishing, shrimping, or oystering in the
area.

• Twenty-two percent of the civic officials and leaders responded that the spill had a positive
impact due to expenditures by cleanup crews, and another 16 percent also thought the spill
had a positive impact due to increased restaurant and lodging sales. Twenty-five percent of
the business sector respondents said spill-associated spending had increased revenues of their
businesses.  

• Two percent of the community leaders cited traffic congestion as a negative impact, and five
percent were unsure if there were impacts or had no opinion. 

Views about possible longer-term impacts of the spill were optimistic, if somewhat uncertain. Forty-
one percent of those interviewed had no opinion or did not want to express their opinion about the
longer-term effects of the spill.  However, 37 percent explicitly stated they believed there would be
no long-term effects from the spill. Eighteen percent of those interviewed said there “might be” long-
term effects, but only four percent explicitly asserted that there would be long-term consequences
from the spill. 

To summarize, the oil spill cleanup industry on the Gulf Coast operates more as a cooperative
coalition than as a group of competing firms. This structure is a result of the driving imperative of the
oil spill cleanup industry–to be able to respond immediately to an unexpected and ill-defined event
with hundreds of skilled and experienced workers who need large amounts of specialized equipment
to do their jobs. Although this structure is a rational and efficient adaptation to the imperative it
reflects, it also limits any positive economic impact in the spill area from the cleanup activities. This
conclusion is supported both by the empirical data collected and the interviews conducted during the
course of the study.

Negative social and economic consequences of an oil spill also appear to be limited in this case.
Short-term effects appear to have been very limited based upon the interviews with community
officials and business operators in the spill region. Longer-term effects are difficult to characterize
and evaluate so soon after the spill occurred. The preponderance of those interviewed believed there
would be no significant negative effects from the spill, but a significant minority said they were
worried about longer-term effects even though they were yet to manifest themselves. 
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