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Introduction
The water transportation and support services sector, consisting of water transportation, support activities for water
transportation, and shipbuilding, is a significant contributor to the Louisiana economy. Within this sector, the offshore marine
service industry supports oil and gas activity in the Gulf of Mexico with transport for workers and food and supplies for offshore
rigs; the inland water transportation industry in Louisiana includes barge and towing companies, shipyards and other companies
that support commerce along the Mississippi River, Gulf Intracoastal Waterway and other inland waterways. Collectively, these
activities play a critical role in supporting the state’s economy.

Economic Impact Highlights
Peak impact from recent years at the height of the market in 2014:
> Direct employment of 37,500 created a total jobs impact of 104,800.
> Those jobs paid out a total labor income of $6.9 billion.
> The sector generated a total of $26.2 billion in new output.
The sector took a hit from low oil prices but continues to be a major driver in the state’s economy in 2016:
> Direct employment of 29,500 created a total jobs impact of 83,300.
> Those jobs paid out a total labor income of $5.5 billion.
> The sector generated a total of $20.9 billion in new output.
At the height of the market in 2014, this sector created 104,800 jobs in Louisiana through direct, indirect, and induced impacts,
which was 6.5% of state employment. A large portion of this sector supports oil and gas work in the Gulf of Mexico, so the
recent drop in oil prices has led to a notable decrease in employment—a shift that has sent shock waves through the state’s
economy and depressed state tax revenues. In 2016, the water transportation and support services sector had contracted
relative to recent highs, but continues to be a driving force in the state’s economy supporting 83,300 jobs or 5.2% of state
employment. The number of jobs created by this sector is larger than total employment in 57 of the state’s 64 parishes, ranking
slightly above Ouachita Parish and just under St. Tammany Parish.
The recent economic slowdown caused by low oil prices had also exacerbated Louisiana’s structural budget deficit and increased
pressure to cut public spending and generate tax revenue. A review of recent research on business taxation highlights the
responsiveness of business location and investment to tax policy. Generally speaking, capital is mobile, and tax jurisdictions
compete with one another to attract and retain economic activity in their regions. While Louisiana benefits from natural
advantages in water transportation and support services with its place at the mouth of the Mississippi and central location along
the Gulf of Mexico, the state must work to stay competitive with other states.
Because of the reduced profitability across this sector created by the recent slowdown, companies may be even more sensitive
today to tax changes, which directly impact the bottom line. A large portion of the water transportation and support services
sector is highly mobile; for example, a shipping company with vessels traveling thousands of miles a week can readily bring
vessels to a shipyard in another state for repairs if costs in one area increase relative to a nearby alternative. While Louisiana
wrestles with how to address structural shortfalls in the state budget, it is imperative that the long-term competitiveness of the
state’s tax and policy environment be kept at the forefront of that debate.
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Introduction

Water transportation is a core component of the Louisiana economy supporting offshore oil and gas exploration and
production, commerce along inland waterways, and international trade. The offshore marine service industry supports oil
and gas activity in the Gulf of Mexico with transport for workers and food and supplies for offshore rigs. The inland water
transportation industry in Louisiana includes barge and towing companies, shipyards and other companies that support
commerce along the Mississippi River, the Gulf Intracoastal Waterway and other inland waterways. Collectively, these activities
play a critical role in supporting major segments of the state’s economy.
Water transportation and related services have thrived in Louisiana due to the state’s natural position at the mouth of the
Mississippi River and proximity to oil and gas activity in the Gulf of Mexico. However, other states along the Gulf of Mexico and
Mississippi River also play a sizeable role in water transportation and supporting the key industries that Louisiana has historically
served. Moreover, certain segments of this sector such as shipbuilding and repair face direct competition from other parts of the
nation and the world. In an increasingly competitive economic development environment, the state must develop policies that
support the unique needs of the industry if it is to protect and grow this important industry in Louisiana.
This report is divided into four parts. In Part 1, About Water Transportation and Support Services, we lay out background
information about water transportation in the United States, how Louisiana’s unique position has influenced economic growth
in this area, how oil price shocks in the last three years have affected the industry, and provide an overview of statistical
information from a survey of two prominent associations representing key segments of this sector, the Offshore Marine Service
Association (OMSA) and the Louisiana Association of waterway Operators and Shipyards (LAWS). In Part 2, Economic Impact,
we explain the methodology and employment statistics used to develop the economic impact analysis and present results from
two recent years to illustrate the size of the industry and its vulnerability to low oil prices. In Part 3, Tax Policy, we conduct a
literature review of how state taxes affect industry size and economic growth and discuss specific Louisiana tax provisions of
interest to the water transportation and support services sector. Finally, we summarize key elements of the report and offer
conclusions in Part 4.
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1

About Water Transportation and Support Services

With its rich oil and gas natural resources and geographic position at the bottom of the Mississippi River, Louisiana has been
well positioned to capture a significant share of economic activity in the water transportation sector. In fact, water has been
influential in doing business along Louisiana’s coast for many industries, with almost 18% of Louisiana’s geographic footprint
made of up water (USGS 2010). This sector includes offshore marine services, inland waterways, port activity, ship building, as
well as support activities for each of these industries. Offshore marine services are primarily involved in support of oil and gas
activity in the Gulf of Mexico. It is a major industry group in Louisiana with 5.2 – 6.5% of total employment in the state working
in water transportation-related industries in recent years.
Water transportation includes transporting passengers and cargo by ship, barge, or boat, and associated support services. In this
report, we also include shipbuilding as a part of the water transportation sector because of the historical complementarity of
shipbuilding and ship operating in Louisiana. The largest drivers of economic activity in the water transportation sector are port
operations, shipping, and offshore services.
Offshore oil and gas reserves provide a major source of America’s energy supply. In 2015, federal offshore oil production in the
Gulf of Mexico produced 553 million barrels of crude oil, which accounted for 16% of total crude oil production in the United
States (U.S. Energy Information Administration 2016). Port Fourchon, located in the southern tip of Lafourche Parish, is a major
base for offshore suppliers and services and many of the companies who operate in the Gulf of Mexico have at least some
Louisiana presence, supporting a sizeable share of the state’s workforce. Port Fourchon is also home to the Louisiana Offshore
Oil Platform (LOOP), a marine terminal used for offloading crude tankers and connected via a network of pipelines to refineries
on the Gulf Coast and in the Midwest.
Louisiana’s proximity to the Gulf is not the only geographical advantage it holds in water transportation. The delta of the Lower
Mississippi River runs through the state, which connects Louisiana to the nation’s heartland. There are 5 deepwater ports on the
lower Mississippi River located in Louisiana, including Plaquemines Port, St. Bernard Port, Port of New Orleans, Port of South
Louisiana, and Port of Greater Baton Rouge. Several of these are among the most important in the United States, with the Port
of South Louisiana ranked first in total tonnage in 2015, Port of New Orleans fourth, and Port of Greater Baton Rouge eighth
(American Association of Port Authorities). In total, 31% of all waterborne commerce in the United States passes through the
lower Mississippi, including 57% of all coal and 53% of all food and farm products (Waterborne Commerce Statistics Center
2014 and authors’ calculations).
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Table 1. US Port Rankings by Cargo Volume 2015

Total Trade (Foreign & Domestic)
Rank
Port/State

Short Tons

1

South Louisiana, LA

259,102,230

2

Houston, TX

240,933,410

3

New York/New Jersey

126,690,317

4

New Orleans, LA

87,809,854

5

Beaumont, TX

87,169,875

6

Corpus Christi, TX

85,674,966

7

Long Beach, CA

78,164,597

8

Baton Rouge, LA

68,781,974

9

Los Angeles, CA

60,187,840

10

Mobile, AL

58,594,752

Source: American Association of Port Authorities

There are other important ports in Louisiana as well. A sixth deep draft port on the Louisiana coast is located on the Calcasieu
River (Lake Charles). In addition, Louisiana’s ports include the aforementioned LOOP, an offshore platform where ultra-deep
crude tankers can offload cargo. The intracoastal waterway, which provides protected shallow-water maritime transportation
along the Gulf Coast, runs through several important port cities in southern Louisiana. Table 2 displays the number of vessel
calls and capacity at deep draft ports in Louisiana in 2012.
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Table 2. Calls and Capacity at Selected Louisiana Ports, 2015

Tanker
Port

Calls

GT

Dry Bulk
DWT

Calls

GT

Gas

DWT

Calls

GT

DWT

Greater Baton Rouge

513

13,638,621

23,100,846

302

8,557,238

14,839,220

8

148,056

173,899

Lake Charles

553

21,736,081

38,174,647

144

4,742,020

7,986,446

18

102,866

129,813

LOOP

181

17,505,162

33,217,958

New Orleans

2,661

87,913,565

152,194,872

3,479

109,414,621

192,773,219

76

2,053,377

2,502,688

South Louisiana

2,175

70,005,415

120,770,611

2,417

76,796,246

135,743,821

53

1,379,423

1,665,950

General Cargo
Port

Calls

GT

Container

DWT

Calls

GT

Roll On/Roll Off

DWT

Greater Baton Rouge

40

596,237

862,230

Lake Charles

71

1,245,201

1,801,605

New Orleans

475

8,349,958

11,999,477

487

22,253,987

South Louisiana

254

4,466,864

6,461,247

0

0

Calls

GT

DWT

12

104,148

47,400

25,816,657

14

227,022

156,372

0

10

86,790

39,500

LOOP

Source: U.S. Department of Transportation Maritime Administration Maritime Statistics, 2015 data. Capacity equals deadweight tonnage times calls. Port of South
Louisiana includes Convent, Destrehan, Garyville, Good Hope, Gramercy, La Place, Norco, Paulina, Reserve, St. James, St. Rose, and Taft. Port of Greater Baton Rouge
includes Baton Rouge, Burnside, Darrow, Donaldsonville, Geismar, St. Gabriel, and Sunshine. Note: DWT = Deadweight Tonnage

Commodities transported by water in Louisiana include agricultural products (grains, feed, meat/seafood), fuel (crude
petroleum, fuel oils, gasoline, coal), chemicals (chemicals, fertilizers, chemical products), forest products (wood products, paper
articles, newsprint/paper, logs, furniture), stone products (nonmetallic minerals, gravel, natural sands), metal products (base
metals, metallic ores), equipment (transportation equipment, electronics, machinery), and others. Equipment, fuel, chemical
products, and agricultural products are the most valuable commodities sent to Louisiana. In 2015, fuel comprised 61% of
the value of commodities into Louisiana and 75% of the value exported from Louisiana (Freight Analysis Framework). Table 3
contains more details about commodities and river traffic.
Addititionally, New Orleans serves as an important hub for cruise traffic, with over 1 million passengers in 2015 (Port NOLA).
The cruise terminal draws people from all over the United States as they head to destinations in the Caribbean. Cruise
passengers often stay in New Orleans before and after the cruise bringing new dollars to the state’s economy via spending on
hotels, restaurants and entertainment.
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Table 3. Commodities Transported to and from Louisiana
Transported from Louisiana
Weight
(Ktons)

Value (M$ )

Transported to Louisiana
Weight
(Ktons)

Value (M$ )

Agriculture Products

9,571

6% 4,094

4%

38,082

27%

14,584

Materials

10,338

7% 1,232

1%

10,169

7%

385

Crude Petroleum

3,704

2%

2,420

2%

12,106

9%

Fuel oils

36,557

24% 27,371

28%

24,907

Gasoline

28,304

18% 26,506

27%

Coal

35,732

23% 17,820

Chemicals & Chemical
Products

28,651

Other

2,427

Total Traffic Louisiana
Weight
(Ktons)

Value (M$ )

21%

47,654

16%

18,678

11%

1%

20,507

7%

1,617

1%

7,718

11%

15,811

5%

10,138

6%

18%

18,298

27%

61,464

21%

45,668

27%

9,117

6%

8,554

12%

37,421

13%

35,060

21%

18%

28,930

20%

7,326

11%

64,662

22%

25,146

15%

18% 14,262

15%

16,503

12%

8,702

13%

45,154

15%

22,965

14%

2% 4,469

5%

1,556

1%

3,248

5%

3,983

1%

7,717

5%

With the expansion of the Panama Canal, expectations are high that ports along the Gulf of Mexico will gain traffic. Houston,
for instance, anticipates an increase in container volume and has planned capital expenditures that will allow the port to handle
vessels drawing up to 45 feet of water. The Port of New Orleans has been upgrading its container terminal to increase capacity
and efficiency. Currently, the Mississippi River can handle vessels with 42-foot draft. Mobile has also been upgrading facilities
to increase vessel traffic (Guasco 2016). All of these ports are connected to the interior part of the nation through various other
shipping lines, railroads, and major highways, and compete with Louisiana’s ports to attract larger container ships.
The last industry included in the water transportation sector is vessel construction and repair or shipbuilding. Establishments
in this industry generally operate in shipyards, fixed facilities with dry docks and fabrication equipment. Most vessels built in
the United States are for inland freight. In 2011, over 62% of all private direct employment in the shipbuilding and repairing
industry in the United States was located in the top five states of Virginia (25%), Louisiana (12%), Mississippi (9%), Connecticut
(8%), and California (8%) (MARAD 2013). Since 2011, the industry has seen significant changes in the major players. Most
notably, Louisiana shipbuilding has declined significantly, while Florida has gained tremendously, as shown in Figure 1.
Mississippi has also taken jobs from Louisiana; between 2011 and 2014, Huntington Ingalls (a spin-off of Northrop Grumman)
wound down operations at the Avondale Shipyard and consolidated to its Gulf Coast ship building activities in Pascagoula, MS.
Employment in this one company dropped from approximately 5,000 jobs to about 300 people in Louisiana by 2014 (Thompson
2014). Since that time, the company’s Louisiana presence has all but disappeared. More recently, the oil price drop has led to
rapid declines in shipbuilding among companies who build offshore supply vessels for oil and gas service companies.
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Figure 1. Trends in Shipbuilding Employment Across Major Gulf State Competitors

Case Study
As seen in Figure 1, a number of competitor Gulf States have successfully expanded their shipbuilding industries in the last
few years. Florida, in particular, has seen phenomenal growth in the last five years and has begun eroding market share
from Louisiana-based firms. For example, Eastern Shipbuilding, a Florida-based company, has experienced substantial
growth recently with contracts pouring in from private and public entities. The company was awarded a $10.5 billion
contract from the U.S. Coast Guard in late 2016 and has successfully won numerous contracts so far in 2017, including
one with the New York Department of Transportation to construct ferry boats (Read 2016, Eastern Shipbuilding 2017).
Harvey Gulf, a New Orleans-based marine transportation company, chose to partner with Eastern to launch a new vessel
line. The companies recently unveiled the HARVEY BLUE SEA, a multi-purpose service vessel for use by Harvey Gulf.
Eastern Shipbuilding has already provided twelve other vessels to Harvey Gulf and the unveiling ceremony included a
discussion of the long history of partnership between the two firms (Eastern Shipbuilding 2016). This example highlights
how local marine companies must “shop around” to minimize costs, even if it means looking outside the state for
business partners who can offer more competitive pricing.

Oil Price Shocks
An important segment of the state’s water transportation sector is the offshore service providers that support the oil and gas
industry, which have experienced a rapid decline over the last three years. Between 2014 and 2016, crude oil prices experienced
a severe shock. In early January 2014, crude oil prices were above $95 per barrel; by the middle of the summer, prices had
surpassed $100 per barrel. Prices began to fall in August and dropped precipitously toward the end of the year such that by early
January 2015, prices had fallen to $52.72 and continued to fall into the thirties. Crude oil prices in early 2017 remain low relative
to prices in early 2014 and the outlook from futures markets and many analysts suggest only a slow positive trend moving
forward with prices remaining below $60 per barrel for the foreseeable future.
This severe and sustained drop in oil prices has significantly altered activities in the Gulf of Mexico. While oil production in the Gulf
of Mexico continues to be strong despite the price shocks, exploration has fallen off as companies have reassessed the economics
of deepwater development in the current price environment (Pugh 2016). Figure 2 displays trends in the price of crude oil and U.S.
employment in the oil and gas sector since 2000 (the series specifically includes NAICS codes 211 and 213112). Fueled by high
and rising oil prices, there was a steady increase in oil and gas employment in the mid-2000s. During the Great Recession, which
lasted from December 2007 to June 2009, both oil prices and employment saw a dip as demand dropped. Oil prices fell again in
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2014, but this time due to a glut of oil produced by OPEC in an attempt to undermine the emergence of shale oil production as
a more mature technology capable of producing large quantities oil. The resulting oversupply led to dramatic drops in the price
of oil, which has caused a major reshaping of the oil and gas industry to the detriment of deepwater production in the Gulf of
Mexico. Shale oil producers have proved more resilient than many expected and have been able to lower costs and continue to
produce profitably in some fields despite lower oil prices. The growing contribution of shale oil to global supplies continues to be
a drag on prices and a strong headwind for Gulf of Mexico production.

Figure 2. Oil Price Shocks and U.S. Oil and Gas Extraction Employment

Until recently, oil and gas employment in Louisiana had been more stable than the national trend, with less growth in the mid
2000s and a muted impact from the Great Recession. While oil and gas employment in Louisiana wasn’t growing as rapidly
in the mid 2000s as the national trend for the sector, it was a period marked by growing production and an expansion in
deepwater drilling. Oil and gas firms turned increasingly to companies in the water transportation and support services sector to
carry out operations and the total amount of economic activity exhibited a more positive trend, including in the closely related
water transportation activities. The drop in oil prices has created a drastic employment decrease in both in the oil and gas sector
and the related water transportation services.

Figure 3. Louisiana Employment in Oil & Gas Extraction and Water Transportation

Source: Quarterly Census of Employment and Wages
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Industry Group Survey
To provide additional information about water transportation and support services in Louisiana, we surveyed members of OMSA
and LAWS. The survey focused on identifying changes in the industry between 2014 and 2016 as oil prices fell with a focus on
expenditures and capital investments. In addition, the survey offered a way to gather data directly from companies currently
operating in Louisiana on existing tax provisions intended to make Louisiana an attractive place to do business within this
industry. We sent emails to all association members, and we received information from 131 companies. The types of businesses
that responded are displayed in Table 4. Some companies fit more than one business type. The category of “Other” includes a
large number of supporting services such as legal, software, insurance and financing, and other miscellaneous groups.

Table 4. Business Types Responding to Survey

Business Type

Count

Offshore supply

55

Inland water transportation

30

Construction of vessels

19

Repair of vessels

26

Manufacturing

10

Other

46

Most of the survey respondents were employers with a strong presence in Louisiana; more than half of respondents had 70%
or more of the company’s workers based in Louisiana. Collectively, the companies that responded employ a total of 12,000
individuals in Louisiana and also reported an additional 10% in Louisiana employment via contract workers. For reference, total
employment in the water transportation and support services sector is approximately 29,500.
To assess the change in the market between 2014 and 2016, companies were asked a set of questions about their payroll and
expenditures in each of those two years. Generally, both employment and expenses decreased over this period as a result of
cutbacks and lower rates of activities caused by the drop in oil prices. Total U.S. employment among respondents decreased
from 32,000 to 27,000 employees among respondents. Contract employees in Louisiana decreased from 13% over Louisiana
employee count to just under 10%. Capital expenditures decreased from an average $15,300,000 per company in 2014 to
$10,800,000 in 2016. Figure 4 displays the changes in capital expenditure by business type.

LSU’s Economic Policy & Research Group

|

Water Transportation and Support Services

|

9

Figure 4. Changes in Capital Expenditures by Business Type, thousands of dollars

Other major expenses, shown in Figure 5, decreased across the board. Purchases of manufactured equipment such as drill pipe,
risers, cable, and rope was the largest expense category and decreased by the greatest amount of any category.

Figure 5. Major Expenses in 2014 and 2016, thousands of dollars

Finally, companies were asked a series of questions about specific tax provisions that are designed to promote Louisiana-based
activity in this sector to determine business perceptions of these tax provisions and the role they may have on a company’s
decision to locate and operate in Louisiana. Many companies provided an amount claimed under these incentives and estimated
the importance of the incentive to current operations and capital investments. Responses to these questions are discussed in
greater detail in the Tax Policy section of the report.
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Economic Impact

This study specifically investigates the offshore marine service industry, inland water transportation industry, and port and
shipyard activities that support these industries in Louisiana. Like the surveys, the economic impact analysis focuses on activities
in the years 2014 and 2016 to characterize the importance of the industry to the state’s economy when oil prices are both
high and low. We used data from the U.S. Bureau of Labor Statistics to measure direct employment across the entire water
transportation and support services sector, but the economic impact does not stop there. New economic activity in this sector
creates a ripple effect that spreads throughout the state into other industries and creates more activity. Business purchases of
goods and services such as legal services and administrative work support additional jobs and sales; while employee salaries help
generate additional rounds of spending at local businesses such as grocery stores and healthcare services.
The economic impact of these industries is measured using an input-output model developed using IMPLAN, which relies on
historical trade flows between locations and industries to estimate indirect and induced spending.
The economic impact analysis measures four types of impact:
> Employment
> Labor Income
> Value Added
> Output
These measures are estimated based on the following three components of impact:
> Direct: Amount of employment or value of labor income, etc. that is produced directly by water transportation and support
services.
> Indirect: Inter-industry impacts of water transportation and support services such as buying equipment and supplies from
other businesses in the region.
> Induced: Impacts of household spending by employees in water transportation and support services businesses.
The direct component for this study was gathered from the Bureau of Labor Statistics’ Quarterly Census of Employment and Wages
(QCEW). The QCEW program publishes a quarterly count of employment and wages reported by employers covering 98 percent of
U.S. jobs at the county level by industry. It is organized by the North American Industry Classification System (NAICS) of industries.1
The following industries with their NAICS definitions are included in the water transportation and support services:
> 483 – Water transportation. Businesses in the water transportation
subsector provide water transportation of passengers and cargo
using watercraft, such as ships, barges, and boats. In Louisiana, these
activities include both offshore and inland water transportation.
> 4883 – Support activities for water transportation. This industry
group comprises establishments primarily engaged in one of the
following: operating ports, harbors, or canals; providing stevedoring
and other marine cargo handling services; providing navigational
services to shipping; or providing other services to water transportation.
> 336611 – Ship building and repairing. This industry comprises
establishments primarily engaged in operating shipyards. Activities
include the construction of ships, their repair, conversion and alteration,
the production of prefabricated ship and barge sections, and specialized
services, such as ship scaling.
1

Employment in 2014:

12,330

Employment in 2016:

10,070

Change in Employment:

-2,270
-18%

Employment in 2014:

16,050

Employment in 2016:

13,990

Change in Employment:

-2,060
-13%

Employment in 2014:

9,150

Employment in 2016:

5,470

Change in Employment:

-3,690
– 40%

A full accounting of NAICS industry definitions is available from the U.S. Census Bureau (https://www.census.gov/eos/www/naics/).
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Defining the water transportation and support services sector with these three industry codes captures a tightly connected
cluster of business across related industries that experience shared success under favorable economic and policy conditions,
but also face shared risks. To illustrate how this core set of activities relates to other businesses across the state, Figure 6
provides examples of industries on which water transportation and support service businesses have an indirect impact of at
least 200 jobs. These indirect services range from business and office services like employment services and legal services to
manufacturing jobs, particularly in support of the such as building segment, to support activities for oil and gas operations,
which has substantial overlap with this sector.
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Figure 6. Indirect Impacts

Results: 2014 Economic Impact
Due to high oil prices and advances in drilling technology that opened up new opportunities in ultra-deepwater exploration,
water transportation and support services related to oil and gas were booming in 2014. Similarly, inland water transportation
was benefiting from a strong global economy and 2014 can be viewed as a banner year for the sector as a whole. The total
economic impact of water transportation and support services in Louisiana from 2014 is shown in Table 5. Direct employment in
this sector was 37,500, which supported another 34,500 jobs through indirect activity and 32,700 jobs through induced activity.
Direct employment accounted for 2.3% of total employment in the state, with the total employment impact representing 6.5%
of statewide employment. The total economic impact on output was $26.2 billion and $11.3 billion on value added. The direct
value added of $5.5 billion represented 2.3% of Louisiana’s total gross state product (GSP) in 2014, and total value added
represented 4.6% of the state’s economy.

Table 5. Economic Impact of Water Transportation and Support Services, Louisiana 2014
Impact Type

Labor Income
(billions)

Employment

Value Added
(billions)

Output
(billions)

Direct Effect

37,500

$3.7

$5.5

$15.5

Indirect Effect

34,500

$1.9

$3.3

$6.5

Induced Effect

32,700

$1.3

$2.4

$4.2

104,800

$6.9

$11.3

$26.2

Total Effect
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The top industries impacted by water transportation and support services include real estate, wholesale trade, and waste
management. Other industries with high indirect impacts include oil and gas extraction and support activities for mining. Table
6 aggregates direct, indirect, and induced employment into eight major categories.2 Manufacturing and Transportation capture
all of the direct employment incorporated into this study, while service industries make up the largest portion of both indirect
and induced employment.

Table 6. 2014 Economic Impact, Detailed Employment

Direct
Employment
Total

Indirect
Employment

Induced
Employment

Total
Employment

37,500

34,500

32,700

104,800

Agriculture

-

-

100

200

Oil & Gas

-

1,100

-

1,200

Construction

-

800

400

1,200

Manufacturing

9,100

600

200

10,000

Transportation

28,400

5,200

1,300

34,900

Trade

-

3,700

6,200

9,900

Service

-

20,800

24,100

44,900

Government

-

2,100

400

2,500

Results: 2016 Economic Impact
While water transportation and support services were booming in 2014, a rapid decline in oil prices and sharp slowdown in
Gulf of Mexico exploration led to a quick and sudden drop in activity in 2016. While this has led to a notable decline in the
economic impact generated by water transportation and support services, the sector continues to support a significant portion
of Louisiana’s economy. The total economic impact on Louisiana from water transportation and support services in 2016 is
displayed in Table 7. Despite the depressed level of activity relative to 2016, the industry still employs 29,500 workers, which
accounts for 1.8% of all Louisiana jobs. Total employment generated by the sector is 83,300 jobs, or 5.2% of all jobs in the
state in 2016. Total output generated by this sector is more than $20 billion and value added $9 billion.

Table 7. Economic Impact of Water Transportation and Support Services, Louisiana 2016
Impact Type

2

Labor Income
(billions)

Employment

Value Added
(billions)

Output
(billions)

Direct Effect

29,500

$2.9

$4.4

$12.3

Indirect Effect

27,700

$1.5

$2.7

$5.2

Induced Effect

26,000

$1.1

$1.9

$3.4

Total Effect

83,300

$5.5

$9.0

$20.9

IMPLAN groups industries into 8 major categories. For presentation, we have renamed two categories: “Mining” became “Oil & Gas” because virtually all mining jobs
relevant to water transportation in Louisiana are Oil & Gas related; and “TIPU (Transportation, Information, Power, and Utilities)” was shortened to “Transportation” because
transportation activity is the dominant component in this category in the context of this impact analysis.
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Detailed employment figures within each of the eight main categories are presented in Table 8. As in 2014, the transportation
sector captures the largest share of direct employment, while the service sector captures the largest share of indirect and
induced jobs. Water transportation and support services also create approximately 1000 indirect jobs in oil and gas extraction
and support activities for oil and gas.

Table 8. 2016 Economic Impact, Detailed Employment
Direct
Employment
Total

Indirect
Employment

Induced
Employment

Total
Employment

29,500

27,700

26,000

83,300

Agriculture

-

-

100

100

Oil & Gas

-

1,000

-

1,000

Construction

-

700

300

1,000

Manufacturing

5,500

600

200

6,300

Transportation

24,000

4,200

1,000

29,300

Trade

-

2,900

4,900

7,900

Service

-

16,400

19,200

35,600

Government

-

1,800

300

2,100

The water transportation and support services sector drives a significant portion of Louisiana’s economy. The presence of
companies in these industries is felt most strongly in coastal parishes along the Gulf of Mexico as well as port cities along the
Mississippi River, but the indirect and induced economic effects can be felt across the state. Although the sector is working
through a significant downturn during the study period due to the drop in oil prices, water transportation and support
services still amounts to 24,300 jobs and supports an additional 59,000 jobs statewide – contributing more than 5% of total
employment in Louisiana.
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3

Tax Policy

With many companies reeling from a drop in the price of oil, it is more important now than at any point in recent years to
be mindful of the impact that policy and tax changes can have on businesses in this key sector of the Louisiana economy. In
this section, we review the literature on the effect of taxes on business investment and location decisions, identify state tax
exemptions and provisions that are closely linked to water transportation and support services, and review the tax treatment of
similar goods and services among neighboring states along the Gulf Coast and Lower Mississippi River.

Research on Business Taxation
It is generally understood that state and local taxes are an important
factor for companies to consider when making decisions about
where to expand and grow their businesses. Business concerns
about taxation can cause firms to adapt how operations are
managed, move a corporate headquarters, or undertake a
corporate restructuring. Media reports often cite taxes and business
climate as critical factors in relocation and site decisions. For
example, reports of pharmaceutical giant Pfizer’s plans to merge
with Botox-maker Allergan and move its headquarters to Ireland
credit a desire to reduce the company’s effective tax rate as a
motivation behind the deal (Merle 2016). In another example of
corporate restructuring to reduce tax liability, Americans for Tax
Fairness (2014) explains how Burger King will avoid $1.2 billion
in U.S. taxes by becoming a subsidiary of a Canadian company.
Citizens for Tax Justice (2016) report that U.S. companies are
avoiding $695 billion in taxes by leaving profits oversees. In
the same way that businesses respond to tax differences across
countries, state-level tax differences can influence where businesses
locate and invest within the United States. For example, the Motion
Picture Investor Tax Credit Program brought large numbers of film
productions to Louisiana over the last decade.
Empirical evidence has been less clear on the size of the impact that
taxes have on decisions of where to grow and has been difficult
for economists to pinpoint. Part of the difficulty in defining exactly
how taxes affect economic growth is that other market conditions
like the cost of labor, energy, land and raw materials also play
an important role in state industrial growth (Plaut & Pluta 1983).
Accurately controlling for all of these factors poses significant
challenges to researchers working to develop consistent measures
across regions. Many of the early empirical studies on individual and
business reactions to taxes in the 1950s, 1960s, and 1970s founded
little or no real-world impact of taxes on the behavior of businesses
(Walczak et al. 2017). However, Plaut & Pluta, along with more
recent studies using better data and more carefully specified models
generally find empirical evidence to support the theory that business
climate and tax factors do play an important role, especially when
considering states with similar labor and market factors.
LSU’s Economic Policy & Research Group
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Tax incentives for a particular industry
can come in a variety of forms including
exclusions, exemptions and credits. A tax
exclusion is a broad legislative decision not
to tax a type or category of transaction. A
legislative tax exemption more narrowly
excludes specific transactions, industries,
etc. from taxation. For example, Louisiana
provides a broad statutory sales tax exclusion
on all “bona fide interstate commerce” in
accordance with LSA R.S. 47:305. Additionally,
the statute provides specific sales tax
exemptions for a variety of products and
services that includes ships, vessels, barges
and materials, equipment and machinery
related to the respective maritime industries.
Another key difference between the two is
that exclusions apply automatically at the local
tax level as well while exemptions only apply
locally if the statue specifically states so and
only for statutes enacted after 1978 (Rouchell
2017). Finally, a tax credit directly reduces
the taxes paid by a business by providing a
dollar-for-dollar reduction of the tax liability
(IRS, 2017). Louisiana provides tax credits to a
wide variety of specific industries, programs
and businesses to promote economic
growth, development and investment in the
state (Louisiana Department of Economics
Development 2017).
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Writing soon after Plaut & Pluta, Helms (1985) used a panel data approach to investigate the effect of taxation on businesses.
He found that patterns of taxation do impact economic growth in a state in a significant way. In addition, the way governments
use these taxes to provide public goods and services is also important, as certain government expenditures can offset the
negative effect of taxes. Tax rates cannot be considered in a vacuum, but when companies are comparing locations that are
similar in other respects, taxes do matter.
Taxes can affect business decisions in terms of new firm births, capital investment and expansions, attraction of foreign
investment, employment levels, and can vary from industry to industry based on the level of capital inputs and other market
factors. Jurisdictions often adopt different tax strategies to maximize both tax revenue and economic growth, though these
two objectives sometimes work in opposing directions. Various types of taxes, such as the share of state taxes vs. local taxes,
corporate tax rates, sales and use taxes, etc. may have different effects. The tax base is also an important component to
consider, as manufacturing and other enterprises are often given tax exemptions to attract them to certain jurisdictions. The first
part of this literature review will comment on some of the effects that a general effective tax rate or combined tax rate (that is,
the total tax burden rather than a particular type of tax) has on different types of business decisions. The next part of the review
discusses international tax competition. Finally, the effects of corporate taxes and sales taxes are discussed in more detail.

General Taxation
One of the most coveted types of economic growth is the birth of new manufacturing plants due to their outsized and lasting
benefit to a region’s economy. Papke (1991) studied firm births and location decisions compared to the effective tax rates
of each state. The study uses effective tax rates that are state-, industry-, and year-specific and incorporates taxes on various
types of income, at different rates by state and local authorities, including investment tax credits and depreciation allowances,
rather than the nominal state corporate income tax rates most commonly used in the literature. These tax rates are modeled
along with several market factors to determine the effect on several specialized manufacturing industries. Papke finds that the
elasticity of new manufacturing plant births with respect to the effective tax rates of manufacturing plants ranges from 1.6 to
15.7, with the size of impact relating to competitiveness of the specific industry.
An important source of economic growth is the inflow of capital to a region. As firms increase investment in capital such as
vessels, dry docks, and fabrication facilities, they increase production capacity in the respective region. This investment also
drives continued or increased employment in the region as jobs are created to construct and then operate the new equipment.
Capital mobility is substantial in developed nations and continues to increase (Obstfeld 1986, Narayan & Narayan 2010, Zodrow
2010). The more mobile the capital, the more sensitive businesses will be to changes in tax policy.
Another way to examine the relationship between taxes and capital investment is by evaluating the user-cost elasticity. The
user cost of capital is the unit cost for the use of a capital asset for one period, also referred to as the “rental price” of a capital
good. User costs are affected by taxes as well as other factors such as interest rates. As taxes increase, the user cost increases.
For example, Chirinko, Fazzar., & Meyer (1999) investigates how user cost affects levels of capital. They use a panel of firm data
on investment, sales, and cash flow from both manufacturing and non-manufacturing firms to estimate a tax-adjusted user cost
elasticity of -0.25. This finding implies that a one percent increase in capital taxes would reduce investment by 0.25 percent.
However, the study does not consider geographic movement of capital, or the potential for user costs to vary considerably
across a small geographic area. Hasset & Glenn (2002) review the recent empirical literature on user costs and find a range in
the elasticity of investment with respect to the tax-adjusted user cost of capital between -0.5 and -1.0 and conclude that “a
consensus has emerged that investment demand is sensitive to taxation.”

Interregional Tax Competition
In a 2013 literature review, Keen and Konrad summarize the theoretical work done on international tax competition, much of
which can be readily extended to analyze interstate tax competition. The seminal models proposed by Zodrow and Mieszkowski
(1986) and Wilson (1986) describe the global supply of capital as being perfectly inelastic with respect to taxes, while the supply
of capital for each nation or state has a negative elasticity with respect to taxes. That is, the average tax rate globally has no
effect on the supply of capital, but the allocation of capital does depend on differences in tax rates. This means that holding
all else constant, an increase in a region’s tax rate causes an outflow of capital or conversely, a reduction in the tax rate can be
expected to attract capital to the area.
Wildasin (1989) lays out the problem succinctly in as a fiscal externality of interjurisdictional capital mobility: when one
jurisdiction increases its taxes, it causes a flow of capital to other jurisdictions. This can lead to a decrease in total tax revenues in
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the original location, and an increase in tax revenues elsewhere. This phenomenon occurs because if capital is truly mobile, the
supply of capital is infinitely elastic with respect to individual locations and only inelastically supplied to all locations together.
In other words, it doesn’t matter where the capital goes so long as it goes somewhere. While capital mobility is not costless,
businesses generally have flexibility in location such as expanding dry docks in Mississippi or repairing vessels in Texas instead of
Louisiana.
This negative fiscal externality creates tax competition between jurisdictions, and early theorists in this area predicted a “race
for the bottom,” or that taxes on capital would converge on zero. However, this does not occur in reality. Plumper, Troeger,
& Winner (2009) propose two strong explanations are proposed as to why empirical evidence does not match the zero tax
rate prediction. One proposal explains that businesses have an incentive to locate capital in some high-tax jurisdictions for the
efficiency-enhancing public goods just as Helms suggested certain public spending can offset negative effects of taxation. A
second response from the perspective of the government holds that budget constraints and political support for labor taxation
issues must be weighed with tax competition policies. This balancing act between policy and tax competition is echoed by
Basinger & Hallerberg (2004).
Another way to examine the effect of taxes on business is through foreign direct investment (FDI), which can create an inflow
of capital and economic development. De Mooij and Ederveen (2003) reviewed empirical literature on the relationship between
taxes and FDI. They find that the median tax semi-elasticity on FDI across 371 estimates from 25 separate studies is -3.3, or that
a 1 percent drop in the tax rate could induce a 3.3 percent increase in FDI.
Hines (1996) studied regional/location decisions of FDI in US states. He broke countries into two categories: those countries
with exemptions for foreign earning (exemption countries) and those who received a tax credit for taxes paid abroad (tax credit
countries). In theory, investors from tax credit countries should be indifferent to state tax rates as they would receive tax credit
for taxes paid abroad. On the other hand, investors from exempt countries should consider tax rates in investment location
decisions and state taxes would affect their effective tax rate. Hines found that investors from tax credit countries have similar
investment levels in both high and low tax states. However, investors from tax exemption countries show significantly higher
levels of investment in states with lower tax rates. This difference is more strongly pronounced when comparing states with no
taxes and those with the highest taxes.
Stöwhase (2014) also studies the relationship between regional taxes and FDI, but extends his analysis by including sector
differentiation. His study finds that industries tied directly to a region’s natural resources such as agriculture, fishing, mining and
quarrying are less sensitive to tax changes than other industries like manufacturing. Due to the ease of mobility, investments in
transportation-related businesses were found to have a particularly high sensitivity to changes in the tax rate.

Corporate Taxes
Corporate tax rates are one of the most-studied tax strategies because of the generally high degree of consistency in measuring
tax rates and wide availability of data. Shuai and Chmura (2013) examine how changes in state corporate taxes affect
employment growth in different states. The authors find a significant negative relationship between corporate tax rates and
growth in employment. They also conclude that tax cuts cause a one-year temporary benefit to employment growth.
In a 2015 paper, Ljungqvist and Smolyansky explore the effect of corporate taxes on employment and income. By comparing
counties that share a border but lie in different states, they find that a “one percentage-point increase in the corporate tax rate
reduces employment by between 0.3% and 0.5% and income from employment by between 0.3% and 0.6%, all else equal (p
31).” This study’s design is particularly strong as adjacent counties are likely subject to the same general economic trends not
caused by changes in tax policy.
Giroud and Rauh (2015) examine the effect of state taxes on business activity. They find that the corporate tax elasticity is -0.4
for both employment and number of locations within a state, or a 1 percent increase in taxes would reduce employment by 0.4
percent. Additionally, they find that about half of the responsiveness is caused by firms moving activities to other states. Giroud
and Rauh also find a significant reduction in the amount of capital per plant in response to tax increases, though the size of the
effect on capital is smaller than that on employment.

Sales Tax and Exemptions
Another group of studies has provided evidence that various tax incentives such as sales tax exemptions and investment tax
credits have a positive effect on the investment in and accumulation of capital and the location of firms. These effects may
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vary by industry, with the largest number of studies on the manufacturing sector, given its heavy reliance on machinery and
equipment and other capital. Literature on the effects of sales and use taxes on economic development are sparse compared to
research on the effect of corporate tax rates, but the research does support a neoclassical view of business decision making.
A broad trend seen across the United States is a shrinking sales tax base. There are several contributing factors, including
increasing numbers of exemptions like business inputs or food for home consumption, rapid sales growth of internet vendors,
and aging demographic shifting spending toward untaxed medical commodities (Russo 2010). Russo suggests that in order
to maintain a stable tax revenue, over time many states will need to increase sales tax rates to account for the falling base.
However, states must also keep in mind the competition with other states for economic activity.
The sheer size of sales and use taxes on businesses compared to corporate taxes causes sales tax policy to play an even more
important role in business decisions and economic development. US businesses pay more than double the amount of state
and local sales tax on business inputs and capital equipment purchases than what they pay in state corporate income taxes
(Hageman et al 2013). For example in 2013, state and local sales tax on businesses in the United States totaled $139.8 billion
compared to $53.3 billion in corporate income tax. In Louisiana, the ratio is much larger, with $2.6 billion in sales tax and $0.3
billion in corporate income tax (Phillips et al 2013).
Sales tax is also nfluential to economic competitiveness because when business inputs are taxed, the same goods and
services are taxed multiple times before reaching the final consumer. Because of this, more processed final products can incur
higher effective tax rates and higher costs of production, often leading to double-, triple-, and higher order- taxation. This
phenomenon is stronge in some states than others, and Louisiana policymakers should be especially wary of this issue given that
in 2010, Louisiana had the highest business share of sales tax in the country at 68% (Foster 2014).
Hageman, Bobek, & Luna (2013) examined the effect of sales and use taxation of machinery and materials on capital
expenditures in the period 1983-2006. Regression of sales and use tax on machinery and materials in manufacturing showed a
significant and negative effect in early years of the study, though the effect was not significant in later years. Using data from
the period 1983-1996, the authors found that a 1% increase in sales tax on machinery reduced manufacturing employment
by .075%. The authors suggest that the effect in the later period may be masked because of the wide prevalence of sales tax
exemptions on manufacturing machinery and materials; by the end of the study period, almost all states had fully or partially
exempted materials and manufacturing equipment making it difficult to estimate the effect of different sales tax policies.
One final paper of interest records the effects of a sales and use tax cap implemented recently in Florida. In 2010 Florida
implemented an $18,000 sales and use tax cap on boats and vessels (i.e. the total sales tax paid cannot exceed $18,000).
According to Thomas J, Murray & Associates, by 2011 the average sales price of boats in Florida was double the pre-cap
average sales price. Furthermore, tax revenues received by the state from the sales and use tax cap exceeded $13 million, nearly
ten times the Florida Department of Revenue’s forecast. This example highlights how the respective local purchases may be
quite responsive for very mobile high priced items like vessels.

Discussion of Tax Policy
Volumes of recent research support the theoretical prediction that taxes do matter in business location and investment
decisions, but it’s not a one-size-fits-all rule. Generally speaking, capital is mobile, and tax jurisdictions compete with one
another to attract and retain economic activity in their regions. While Louisiana has definite natural advantages in water
transportation and support services with its position at the mouth of the Mississippi and central location along the Gulf of
Mexico, the state must work to remain competitive with other states. For instance, Chiquita moved its banana imports from
Gulfport, MS to New Orleans with the help of a state tax incentive package. However, the company found congestion at the
port to be unfavorable and decided to move back to Gulfport in 2016 underscoring the vast array of choices companies have
across the region and importance of maintaining a competitive business environment.
Other segments of water transportation and support services like shipbuilding and repair are also tied to inherently mobile capital.
Since vessels are not fixed to the ground, it is relatively easy for a company to send a vessel to another Gulf Coast state or further
up the Mississippi River for repair. Between 2011 and 2015, the Avondale shipyard near New Orleans was closed and Huntington
Ingalls consolidated its shipbuilding operations in Pascagoula, MS. Another area of concern for Louisiana is the offshore service
industry. While Port Fourchon currently serves as the primary base for offshore services in the Gulf of Mexico, other coastal ports
from Texas to Alabama are strong contenders to attract offshore service companies. these localities are working continually to
attract investment. While Louisiana wrestles with how to address structural shortfalls in the state budget, it is imperative that the
long-term competitiveness of the state’s tax and policy environment be kept at the forefront of that debate.
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Louisiana Tax Provisions Related to
Water Transportation and Support Services
There are a number of specific state tax provisions in Louisiana that have an outsized impact on companies in water
transportation and support services. These provisions are listed and defined as follows:
a. Ad Valorem Offshore Vessels — R.S. 47:6006.1 allows a refundable credit for 100 percent of the ad valorem taxes paid
on vessels in Outer Continental Shelf Lands Act Waters. Copies of the tax assessment, the cancelled check in payment of
the tax, and a completed Form LAT 11A from the Louisiana Tax Commission must be attached to the return.
b. Sales Tax: Ship Construction and repair (R.S. 47:305.1) — Sales tax is not due on sales by builders of vessels of 50 tons
or greater load displacement. The exemption applies to the entire vessel, including property other than gaming equipment,
that builders attach to or place upon vessels during construction.
c. Sales Tax: Vessel leasing (R.S. 47:305.19) — This exemption allows the vessels leased or rented for use offshore beyond
the territorial limits of Louisiana for the production of oil, gas, sulphur, and other minerals to be exempt from sales tax.
This exemption applies to production companies and their service companies. The purpose of this exemption is to provide
financial assistance to the mineral-production industry.
d. Sales Tax: Vessel consumables (R.S. 47:305.1B) — provides an exemption from sales tax on certain purchases and
services used or consumed in the operation and maintenance of qualifying ships, barges or vessels operating in foreign or
interstate commerce.
e. Sales Tax: Property purchased for offshore use (R.S. 47:305.10) — Property purchased for use outside the state (under
certain conditions).
f. Sales Tax: Separately stated labor charges on property repaired out-of-state (R.S. 47:301(3)(b)) — Separately stated
labor charges on property repaired out-of-state
g. Sales Tax: Repairs and renovations of OCS drilling rigs (R.S. 47:305(l) — Materials, services, and supplies used
for repairing, renovating or converting drilling rigs, or machinery and equipment which are component parts thereof,
which is used exclusively for the exploration or development of minerals outside the territorial limits of the state in Outer
Continental Shelf waters.
h. Sales Tax: Rentals or leases of certain oilfield property for release or re-rental (R.S. 47:301(7)(b)) — The lease or
rental made for the purpose of release or re-rental of casing, tools, pipe, drill pipe, tubing, etc., used in connection with the
operating, drilling, completion, or reworking of oil, gas, sulphur, or other mineral wells.
i. Sales Tax: Repairs performed in Louisiana on property delivered out of state (R.S. 47:301(14)(g)) — Repairs
performed in Louisiana when the repaired property is delivered out of state.
j. Ad valorem exemption for public service property. Public service properties are assessed by the Louisiana Tax
Commission. The rate used in determining assessed value differs depending on the type of property, with public service
property is 25%.
In the annual Tax Exemption Budget, the Louisiana Department of Revenue publishes an estimate of the Ad Valorem Offshore
Vessel Tax Credit. These estimates are provided in Table 9. Estimates for the other tax exemptions have not been produced.

Table 9. Tax Exemption Budget for Ad Valorem Offshore Vessel (A) in $ millions.

2010

2011

2012

2013

2014

2015

2016

Individual

$11.3

$16.1

$17.2

$13.0

$18.8

$34.7

$6.4

Corporate

$18.5

$21.3

$26.5

$28.5

$27.8

$41.6

$28.7

Total

$29.8

$37.5

$43.8

$41.5

$46.6

$76.3

$35.1
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Several companies that we surveyed indicated that one or more of these tax provisions were influential in their operations and
capital investment decisions. Some have considered alternative locations such as Texas, which has a similar tax climate, and say
they are prepared to move certain operations there if conditions in Louisiana were to change.
Table 10 provides a comparison of the availability of these ten tax provisions across other states along the Gulf Coast and Lower
Mississippi River. The neighboring Gulf States of Mississippi and Texas both have many of the same tax provisions and a large
number of jobs in water transportation and support services.

Table 10. Tax Provisions in Water Transportation Heavy States

Count of Similar
Provisions

State

List of Provisions

Employment in Water
Transportation Supersector
(June 2016)

Louisiana

10

ABCDEFGHIJ

30,313

Mississippi

9

ABDEFGHIJ

14,384

Texas

8

A* B C E G H I J

20,886

Alabama

8

ABCDEFGH

7,570

Tennessee

7

ABDFGHJ

5,805

Arkansas

5

ABDHJ

2,595

Florida

5

DEGHJ

34,006

Missouri

3

DHJ

3,526

Kentucky

3

DHJ

4,287

*Offshore vessels are exempt from ad valorem tax in Texas when used for commerce and located in Texas only to be converted, repaired, stored, or inspected. Also,
Texas does not charge ad valorem tax when a vessel is not engaged in commerce (out of work).
Sources: Alabama Department of Revenue, Arkansas Department of Revenue, Maritime Law Center, Federation of Tax Administrators, Mississippi Department of
Revenue, Mississippi Public Universities, Missouri Department of Revenue, Missouri General Assembly, Tennessee Comptroller of the Treasury, Texas Constitutions
and Statutes

Several nearby states directly compete with Louisiana for businesses in water transportation and support services because of the
industry generally has high-paying jobs and a large economic multiplier effect. The most competitive of these states are Texas
and Mississippi, which have very similar tax provisions in place and are located close to offshore oil and gas projects in the Gulf.
Mississippi’s shipbuilding industry is currently larger than Louisiana’s, while Texas water transportation industry is competing
more for offshore work. Florida has recently become a strong competitor, particularly in the ship building industry. Florida’s
cruise industry is also considerably larger than Louisiana’s, with three major ports that have 3-5 times as much cruise traffic as
New Orleans and an additional two ports with similar levels of cruise traffic to that of New Orleans (American Association of
Port Authorities 2015). While Louisiana continues to be a major player in this sector, the competition for this business from
nearby states should not be underestimated.
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4

Summary

The water transportation and support services sector, consisting of water transportation, support activities for water
transportation, and ship building, is a large and significant contributor to the Louisiana economy. At the height of the market in
2014, it created 104,800 jobs in Louisiana through direct, indirect, and induced impacts, which was 6.5% of state employment.
A portion of this sector relies on oil and gas work in the Gulf of Mexico, so the recent decline in oil prices has led to a notable
decrease in employment—a shift that has sent shock waves through the state’s economy and depressed state tax revenues. In
2016, the water transportation and support services sector contracted relative to recent highs, but continues to be a driving
force in the state’s economy supporting 83,300 jobs or 5.2% of total state employment.
The economic slowdown caused by low oil prices had also exacerbated Louisiana’s structural budget deficit and increased
pressure to cut public spending and generate tax revenue. A review of recent research on taxation of business highlights the
responsiveness of location and investment decisions to tax policy. Because of the reduced profitability across this sector created
by the recent slowdown, companies may be even more sensitive today to tax changes, which directly impact the bottom line.
A large portion of the water transportation and support services sector is highly mobile; for example, a shipping company
whose vessels travel thousands of miles a week can easily bring vessels to a shipyard in another state for repairs if costs in one
area increase relative to a nearby alternative. Therefore, it is perhaps more critical now than ever that the debate surrounding
adjustments in tax policy considers the long-run economic consequences of changes in state tax policy.

LSU’s Economic Policy & Research Group

|

Water Transportation and Support Services

|

22

Citations
Americans for Tax Fairness. (2014). Whopper of a tax dodge. Retrieved from americansfortaxfairness.org
Basinger, S & Hallerberg, M. (2004). Remodeling the competition for capital: How domestic politics erases the race to the bottom. American Political Science Review,
98 (2). Retrieved from http://www.jstor.org/stable/4145311?seq=1#page_scan_tab_contents
Chirinko, Robert, Fazzari, S., & Meyer, A. (1999). How responsive is business capital formation to its user cost?: An exploration with micro data. Journal of Public
Economics, 74(1). Retrieved from http://dx.doi.org/10.1016/S0047-2727(99)00024-9
Citizens for Tax Justice. 2016. Fortune 500 Companies Hold a Record $2.4 Trillion Offshore. http://ctj.org/pdf/pre0316.pdf.
Cline, R., Mikesell, J, Neubig, T, & Phillips, A. (2005). Sales taxation of business inputs: existing tax distortions and the consequences of extended the tax to business
services. State Tax Notes, 35. Retrieved from https://www.researchgate.net/publication/228131108_Sales_Taxation_of_Business_Inputs_Existing_Tax_Distortions_
and_the_Consequences_of_Extending_the_Sales_Tax_to_Business_Services
De Mooij, R.A. & Ederveen, S. (2003). Taxation and foreign direct investment: a synthesis of empirical research. International Tax and Public Finance 10, 673–693.
Retrieved from https://link.springer.com/article/10.1023/A:1026329920854
Eastern Shipbuilding (2016, May). Eastern Shipbuilding Group Inc. and Harvey Gulf International Marine Inc. launch the M/V HARVEY BLUE SEA. Retrieved from
http://www.easternshipbuilding.com/wp-content/sdaolpu/2016/05/ESG-H250-HARVEY-BLUE-SEA-MPSV-Launch-Press-Release-draft-R-1.pdf.
Eastern Shipbuilding (2017, April). Eastern Shipbuilding Group Inc. announced receipt of contract notice to proceed (NTP) with The City of New York Department of
Transportation (NYCDOT). Retrieved from http://www.easternshipbuilding.com/wp-content/sdaolpu/2017/04/ESG-NYCDOT-Contract-Signing-Press-Release-R-7Draft.pdf.
Foster, J. (2014). Tax exporting and the business share of sales tax levies. Public Budgeting and Finance. Retrieved from http://onlinelibrary.wiley.com/doi/10.1111/
pbaf.12048/full
Giroud, Xavier & Rauh, Joshua. (2015). State taxation and the reallocation of business activity: evidence from establishment-level data. NBER Working Paper Series.
Retrieved from http://www.nber.org/papers/w21534
Goolsbee, A, & Maydew, E. (1998). Coveting thy neighbor’s manufacturing: The dilemma of state income apportionment. NBER Working Paper. Retrieved from
http://www.nber.org/papers/w6614
Guasco, M. (2016 November 7). The Gulf courts mega shipping. American Journal of Transportation. Retrieved from www.ajot.com
Gupta, S, & Hofmann, M. (2003). Effect of State Income Tax Apportionment and Tax Incentives on New Capital Expenditures. Journal of the American Taxation
Association, 25.
Hageman, A., Bobek, D, & Luna, L. (2013). The influence of state sales and use taxes on manufacturers’ capital expenditures and employment. Public Finance
Review. Retrieved from http://journals.sagepub.com/doi/abs/10.1177/1091142113505192
Hall, R. & Jorgenson, Dale. (1969). Tax policy and investment behavior: Reply and further evidence. The American Economic Review, 59 (3). Retrieved from http://
www.jstor.org/stable/1808970?seq=12#page_scan_tab_contents
Hassett, K. & Glenn, R. (2002). Tax Policy and Business Investment. Handbook of Public Economics. Retrieved from http://dx.doi.org/10.1016/S1573-4420(02)80024-6
Hassett, K. & Glenn, R. (2002). Tax Policy and Business Investment. Handbook of Public Economics. Retrieved from http://dx.doi.org/10.1016/S1573-4420(02)80024-6
Helms, LJ. (1985) The Effect of State and Local Taxes on Economic Growth: A Time Series — Cross Section Approach. The Review of Economics and Statistics, 4,
574. Retrieved from http://www.jstor.org/stable/1924801
Hines, J. (1996). Altered States: Taxes and the Location of Foreign Direct Investment in America. The American Economic Review, 86(5), 1076-1094. Retrieved from
http://www.jstor.org/stable/2118279
Holmes, T. (1998). Effect of state policies on the location of manufacturing: Evidence from state borders. Journal of Political Economy, 106(4). Retrieved from http://
www.jstor.org/stable/10.1086/250026?seq=1#page_scan_tab_contents
Internal Revenue Service. (2017). Business Tax Credits. Retrieved from https://www.irs.gov/businesses/small-businesses-self-employed/business-tax-credits. Keen,
Michael & Konrad, Kai A. (2013). The Theory of International Tax Competition and Coordination. Handbook of Public Economics. Retrieved from http://www.
sciencedirect.com/science/article/pii/B9780444537591000054
Louisiana Department of Economic Development. (2017). Business Incentives. Retrieved from https://www.opportunitylouisiana.com/business-incentives.
Ljungqvist, Alexander, & Michael Smolyansky (2016). To cut or not to cut? On the impact of corporate taxes on employment and income,” Finance and Economics
Discussion Series 2016-006. Washington: Board of Governors of the Federal Reserve System, http://dx.doi.org/10.17016/FEDS.2016.006.
Maritime Administration (MARAD). (2013). The economic importance of the U.S. Shipbuilding and Repairing Industry. Retrieved from https://www.marad.dot.gov/
wp-content/uploads/pdf/MARAD_Econ_Study_Final_Report_2013.pdf
Merle, R. (2016, March 4). How U.S. companies are avoiding $695 billion in taxes. The Washington Post. Retrieved from www.washingtonpost.com

LSU’s Economic Policy & Research Group

|

Water Transportation and Support Services

|

23

Narayan, P, & Narayan S. (2010). Testing for capital mobility: New evidence from a panel of G7 countries. Research in International Business and Finance, 24 (1), 1523. Retrieved from http://www.sciencedirect.com/science/article/pii/S0275531908000561
Newman, R. (1983). Industry Migration and growth in the south. The Review of Economics and Statistics. Retrieved from https://www.jstor.org/
stable/1924411?seq=1#page_scan_tab_contents
NOLA.com. (2016, July 6). Chiquita moving Gulf operations from New Orleans back to Gulfport. The Times-Picayune. Retrieved from www.nola.com
Obstfeld, M. (1986) Capital mobility in the world economy: Theory and measurement. Varnegie-Rochester Conference Series on Public Policy (1986). Retrieved from
http://www.sciencedirect.com/science/article/pii/0167223186900059
Papke, L. (1991). Interstate business tax differentials and new firm location: evidence from panel data. Journal of Public Economics 45, 47-68.
Patrick, C. (2014). Does increasing available non-tax economic development incentives result in more jobs? National Tax Journal, 67(2), 351-386. Retrieved from
http://www.jstor.org/stable/24370424
Plaut, T & Pluta, J. (1983). Business climate, taxes and expenditures, and state industrial growth in the United States. Southern Economic Journal. Retrieved from
http://www.jstor.org/stable/1058043?seq=17#page_scan_tab_contents
Plumper, T, Troeger, V & Winner, H. (2009). Why is there no race to the bottom in capital taxation? International Studies Quarterly, 53(3), 761-786. DOI: https://doi.
org/10.1111/j.1468-2478.2009.00555.x
Port NOLA. Port Statistics. Retrieved from www.portno.com
Pugh, T. (2016, March). Low oil prices don’t matter: Gulf of Mexico output to hit record in 2017. McClatchy DC Bureau, Retrieved from http://www.mcclatchydc.
com/news/nation-world/national/economy/article63380167.html
Rego, S. (2003). Discussion of Effect of State Income Tax Apportionment and Tax Incentives on New Capital Expenditures. Journal of the American Taxation
Association, 25. Retrieved from http://eds.b.ebscohost.com/eds/detail/detail?sid=dbc12957-bbdd-4845-9f70-aca73851b748%40sessionmgr104&vid=0&hid=122
&bdata=JnNpdGU9ZWRzLWxpdmUmc2NvcGU9c2l0ZQ%3d%3d#AN=11978011&db=bth
Read, S. (2016, September). Eastern Shipbuilding in Panama City awarded $10.5 billion Coast Guard contract. Florida’s Great Northwest. Retrieved from: http://
www.wjhg.com/content/news/Eastern-Shipbuilding-in-Panama-City-awarded-largest--393620391.html
Rouchell, J. (2017, April). Louisiana Sales and Use Tax: The Maritime Industry and Interstate Commerce. Baldwin, Haspel, Burke & Mayer, LLC. Retrieved from http://
bhbmlaw.com/louisiana-sales-and-use-tax-the-maritime-industry-and-interstate-commerce/.
Russo, B. (2010). Is past prologue? Prospects for state and local sales tax bases. Applied Economics, 48. Retrieved from http://eds.a.ebscohost.com/eds/detail/
detail?sid=5a329f12-d766-421e-8dc0-854fc4e12bf7%40sessionmgr4008&vid=0&hid=4210&bdata=JnNpdGU9ZWRzLWxpdmUmc2NvcGU9c2l0ZQ%3d%3d#A
N=52063088&db=bth
Smart, M, & Bird, R. (2009). The Impact on Investment of Replacing a Retail Sales Tax with a Value-Added Tax: Evidence from Canadian Experience. National Tax
Journal. Retrieved from http://eds.a.ebscohost.com/eds/detail/detail?sid=8b16935c-6555-4186-919b-3bae7bf5bf74%40sessionmgr4008&vid=0&hid=4210&bdat
a=JnNpdGU9ZWRzLWxpdmUmc2NvcGU9c2l0ZQ%3d%3d#AN=47197817&db=lgh
Stöwhase, S. (2005). Tax-Rate Differentials and Sector-Specific Foreign Direct Investment: Empirical Evidence from the EU. FinanzArchiv / Public Finance Analysis,
61(4), 535-558. Retrieved from http://www.jstor.org/stable/40913094
Shuai, Xiaobing & Chmura, Christine. (2013) The effect of state corporate income tax rate cuts on job creation. School of Professional and Continuing Studies
Faculty Publications. Paper 56. Retrieved from http://scholarship.richmond.edu/cgi/viewcontent.cgi?article=1056&context=spcs-faculty-publications
Thomas J. Murray & Associates, Inc. (2012) A review of brokered boat sale in Florida under the sales & use tax cap. Retrieved from https://apps.lobbytools.com/
publisher/files.cfm?fid=17269
Thompson, R. (2014, October 1). As work winds down at Avondale, shipyard’s future remains cloudy. The New Orleans Advocate. Retrieved from www.theadvocate.
com
U.S. Department of Transportation Federal Highway Administration. Freight Analysis Framework (FAF). Retrieved from http://ops.fhwa.dot.gov/Freight/freight_
analysis/faf/index.htm
U.S. Energy Information Administration. (2016) Federal offshore – Gulf of Mexico field production of crude oil, monthly. Retrieved from https://www.eia.gov/dnav/
pet/hist/LeafHandler.ashx?n=PET&s=MCRFP3FM1&f=M
USGS. (2010) Geography: State Area Measurements. Land area and water area of each state. Retrieved from https://water.usgs.gov/edu/wetstates.html
Walczak, J, Drenkard, S, & Henchman, J. 2017 State business tax climate index. Tax Foundation. Retrieved from https://taxfoundation.org/2017-state-business-taxclimate-index/
Wildasin, D. (1989). Interjurisdictional capital mobility: fiscal externality and a corrective subsidy. Journal of Urban Economics, 25 (2). Retrieved from http://www.
sciencedirect.com/science/article/pii/009411908990034X
Zodrow, G. (2010). Capital mobility and capital tax competition. National Tax Journal, 63(4), 865-902. Retrieved from http://search.proquest.com/openview/ec223b2
f827deffb3ce1205cb8f90b45/1?pq-origsite=gscholar&cbl=41305

LSU’s Economic Policy & Research Group

|

Water Transportation and Support Services

|

24

