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EXECUTIVE SUMMARY

This report examines the impact of Hurricanes Katrina and Rita on the number of firms,
employment, and wages in Louisiana. The results consist of comparisons of Quarterly Census of
Employment and Wages (QCEW) data from quarters 2005Q3-2006Q2 to benchmark pre-Hurricane
levels from 2005Q2. While this report contains results for all of Louisiana, more detailed analysis
focuses on a five parish Southeast Louisiana region (Jefferson, Orleans, Plaquemines, St. Bernard, and
St. Tammany parishes) and a three parish Southwest Louisiana Region (Calcasieu, Cameron, and
Vermilion parishes).

Key findings were:

e After initially seeing a decline of over 5,000 in the number of employers (5.3%), the entire state of
Louisiana had 2,270 fewer employers (2.3%) one year after the Hurricanes. The parishes most
impacted by the storms continue to struggle from business failures.

e The business failure rate in the year after the storms (from 2™ quarter 2005 to 2™ quarter 2006) was
11.7 percent for the state as a whole, compared to 26.5 percent for the five parish Southeast region
and 14.2 percent for the Southwest region.

Southeast Region

¢ In the five parishes in the Southeast Louisiana Region 3,717 fewer employers (13.3%) were operating
one year after the hurricanes.

e Our results suggest that the lowest point for this region occurred in the first quarter of 2006.
e The largest net loss of employers was 2,564 in Orleans parish —a 26.7% decline.

e In percentage terms, the largest net loss was in St. Bernard parish with a 53.9% decline in number of
employers (a 566 firm net loss).

e St. Tammany parish was the only parish in the Southeast region showing an increase in the number
of employers with a net gain of 131 employers (2.6%).

Southwest Region

e By 2006Q2, the Southwest region as a whole had returned to within 1% of its pre-storm firm count.

e Cameron parish was the exception in this region, still down 20.8% in the number of employers.

Business Size and Sectors

e Not surprisingly, failure rates were highest among small businesses. In Orleans parish, 42.4% of
employers with 1-5 employees in the 2™ quarter 2005 were closed in the 2™ quarter 2006 compared
to 19.2% of employers with more than 50 employees.

e Among sectors, the largest net loss of firms came in Retail Trade and Service sectors which typically
rely on the local population as a customer base, while Construction emerged as the strongest sector
for both the state and region.
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The goal of this project is to determine the current status of Louisiana employers
and to track their post-hurricane recovery. The initial data source for this project comes
from the Quarterly Census of Employment and Wages (QCEW). Louisiana firms are
required by law to report employment and wage data quarterly to the Louisiana Department
of Labor for the purpose of determining their unemployment insurance taxes. The QCEW
contains this data and provides a rich data source for evaluating the impact of Hurricanes
Katrina and Rita on Louisiana Businesses.

This project consists of first estimating the post-hurricane number of firms,
employers, and wages for all quarters by area and industry. An important step in this process
is filtering out estimated data of firms reporting zero employment. A telephone survey of
employers in the affected parishes will then be used to assess the current condition of
employers and to verify their status as open or closed. The final step requires personal
surveys to be conducted for a stratified random sample of employers to verify accuracy of
results in the telephone survey.

This report summarizes results from the first step of the project. In particular, we
focus on measuring the change in the number of firms by parish and industry in Louisiana
following the Hurricanes. We then present more detailed industry level results for a five
parish Southeast Louisiana region (Jefferson, Orleans, Plaquemines, St. Bernard, and St.
Tammany parishes), a three parish Southwest Louisiana Region (Calcasieu, Cameron, and
Vermilion parishes), and for these eight individual parishes. Further analysis focuses on
failure rates, changes in employer counts by quarter, and GIS maps providing more details
by region.

I. Converting Quarterly Census Data to Employers Verified as Open

Obur first task consists of using the Quarterly Census Data to determine the effect of
the Hurricanes on Louisiana firms. This data summarizes the unemployment insurance
reports of Louisiana employers to the Louisiana Department of Labor. Pages 43-46 of the
Employer Handbook Business Owners’ Manual provide details on the unemployment
insurance program noting that “Every employing unit operating in Louisiana is required to
complete and submit as Status Report, LDOL — ES 1.” ' Given this reporting requirement,
this data set provides detailed data on Louisiana employers.

The data set used for this study spans the period 2004Q3 to 2006Q2. Because the
Hurricane Katrina hit on August 29, 2005, the logical strategy is to compare data from
2005Q3, 2005Q4, 2006Q1, and 2006Q2 to the baseline of 2005Q2. The use of data for one
full year prior to the Hurricanes allows us to check for any unusual features in the 2005Q2
prior to choosing this quarter as our baseline and to investigate typical trends in the data.

Table 1 contains the total number of firms in the Quarterly Census Database each
quarter by ownership type. Obviously, many firms were open in all eight quarters. Our data
contains observations on 140,859 different firms that were open in at least one quarter
between 2004Q3 and 2006Q1. At first glance, Table 1 suggests that the Hurricanes had
minimal impact on Louisiana. Overall, the number of firms, both total and private, appears
to be growing. However, three key features cause the number of records in the QCEW to
generate misleading results regarding the number of Louisiana businesses. First and

! Details on defining an employing unit and exceptions are available from Employer Handbook Business

Owners’ Manual (http://www.laworks.net/forms/er/emploverhandbook.pdf). Sole proprietors are the most

important group not covered by this reporting requirement.
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foremost, firms are only removed from the data after failing to report for seven quarters.
This practice is quite logical for tax collection purposes, but leaves the raw counts in Table 1
unable to reflect major shifts, such as the effects of the Hurricanes, in a timely manner.
Second, some firms may report zero employment and wages simply to leave their account
open even if the firm itself is not currently operating. Finally, the wages and employment
for some firms who fail to report are estimated by the Louisiana Department of Labor.”

Table 1
Total Number of Employers by Ownership Type

Quarter Total Private
Employers Employers
2004Q3 116,211 110,662
2004Q4 116,787 111,223
2005Q1 118,269 112,688
2005Q2 119,374 113,768
2005Q3 119,996 114,393
2005Q4 120,533 114,919
2000Q1 121,029 115,416
2006002 121,146 115,531

Source: QCEW Data and Author’s computations.

I1. Preliminary Estimates of the Number of Open Firms in Louisiana

All three issues discussed above can be addressed in a straightforward manner. First,
the QCEW data provided by the Louisiana Department of Labor provides an indicator
variable describing exactly how the wage and employment data for each firm was collected.
We used this field to determine whether the data was estimated or actually reported by the
employer. We then checked the records of all employers that reported to determine whether
positive values for wages in the quarter or employment in any month were reported. Table 2
contains the statewide results of this exercise.

The first column contains the number of firms in the QCES database, replicating the
first column of Table 1. These figures in column 1 correspond closely to the firm counts
reported by the US Bureau of Labor Statistics.” The second column contains the total
number of firms and government entities that actually filed a report to the Louisiana
Department of Labor. The results in Column 2 show a fall in number of firms reporting for
2005Q3, the quarter immediately following the Hurricanes. These results then show a full
recovery in the number of firms filing reports by 200602

Column 3 of this Table 2 contains the total number of firms with either wages or
employment listed as nonzero in the QCES database. Note that these figures include some
firms that failed to report. For example, 7,005 of the 103,970 listed as having non-zero
wages or employment did not file a report for 2004Q3 in time to be included in the data.
That figure rose slightly to 7,629 of 121,146 with estimated wages or employment for
2006QQ2. While the method of estimation is sophisticated and picks up on the fact that some

2 We will return to the issue of estimating employment and wages later in this report.
3 The web address http://www.bls.gov/cew/home.htm provides links to the latest BLS QCEW statistics.
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employers simply failed to file timely reports, this number may also include some employers
that are not actually operating.*

The final column contains the number of firms that filed reports with either nonzero
wages or nonzero employment for at least one month of quarter. For the remainder of this
report, we refer to these firms as verified open based on the assumption that any firm self-
reporting non-zero wages or employment (and paying taxes on those wages) must be open.
This is a conservative measure of the number of open firms, but offers the advantage that it
should pick up on changes much faster than the measures in columns 1-3.

Table 2
Reporting Status of Louisiana Employers

Total Estimated Reported
Emplovers in Reported to Wages or Wages or
iployers
Quarter QCEW LDOL Empl;) jofment Emp];) gment

2004Q3 116,211 103,302 103,970 96,939
2004Q4 116,787 104,435 106,994 100,118
2005Q1 118,269 104,713 105,284 97,892
2005Q2 119,374 104,053 105,923 97,639
2005Q3 119,996 99,192 105,276 92,401
2005Q4 120,533 102,767 102,150 94,517
2006Q1 121,029 102,711 101,413 93,231
200602 121,146 104,109 103,151 95,369

Source: QCEW Data and Author’s computations.

The decline in employers is clear, and is similar to declines in non-farm employment
reported by the U.S. Bureau of Labor Statistics. For example, our results indicate a 5.3%
decline in number of firms verified open in 2005Q3 relative to 2005Q2, while average
employment fell by 2.6% over the same period. Moving to 2005Q4, the number of firms
verified open was down 3.2% relative to 2005Q2 (from 97,639 to 94,517) and employment
was down 4.7% according to BLS nonfarm employment data. For the first quarter of 2000,
the number of firms was 4.5% below our baseline in 2005Q2 and employment was 4.4%
below that baseline. The final results for 2006QQ2 suggest that 2006QQ1 may represent the
lowest point in number of employers. The firm count rose to 95,369 for that quarter, still
down 2.3% from our pre-Katrina benchmark of 2005Q2. Estimates of the population
decline for that general time period are near 7%.

Not surprisingly given the storm, the patterns differ dramatically by parish.
Appendix A contains tables showing the number of firms verified as open and total
reporting by parish for 2005Q2 through 2006Q2. Table A-1 contains the number of private
tirms verified as open in each parish and Table A-2 adds government units to get the total
number of employers verified as open. Table 3 focuses on these results for eight key
parishes.

# While this issue cannot be addressed properly without a larger survey, we did attempt to contact a small
sample of the firms failing to file reports in 2006QQ1 and 2006Q2. The results revealed that roughly half could
be verified as operating during the quarter when the report is missing. The other half consisted of firms who
either had disconnected phone service or reported not being in operation for the quarter in question.
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Table 3
Number of Total Employers Verified Open

by Parish
Southeast LA
Parish: Jefferson Otleans Plaquemines St. Bernard St. Tammany Parishes
2005Q2 11,416 9,592 718 1,051 5,068 27,845
2005Q3 10,149 7,545 608 618 4,756 23,676
2005Q4 10,213 7,011 619 451 4,985 23,279
2006Q1 10,342 6,641 614 429 4,978 23,004
2006Q2 10,790 7,028 626 485 5,199 24,128
8 Parish

Parish: Calcasieu Cameron Vermilion  Southwest Area Full State

2005Q2 3,910 187 1,014 5,111 32,956 97,639

2005Q3 3,736 167 966 4,869 28,545 92,461

2005Q4 3,830 142 1,009 4,981 28,260 94,517

2006Q1 3,904 135 975 5,014 28,018 93,231

2006Q2 3,922 148 1,004 5,074 29,202 95,369

Source: QCEW Data and Author’s computations.

Using 2005Q2 as the baseline, the number of employers verified open for Orleans
Parish had fallen by almost 3,000 (31%) by the first quarter of 2006. A modest recovery in
2006Q)2 increased the number of employers to 7,028 — still 27% below the pre-Katrina
levels. In St. Bernard Parish, the effect was even more dramatic with a 59.2% fall in the
number of employers at the low point in 2006Q1 and down 54% in the second quarter of
2006. By 2006Q)2, Plaquemines Parish was 13% below pre-Katrina levels and Jefferson was
5% lower. St. Tammany had fully recovered by 2006Q2 and our results suggest the number
of firms was 3% higher than pre-storm levels. The five parish area in Southeast Louisiana
dropped to 23,004 (down 17%) employers in 2006Q1 before beginning to show signs of
recovering in the second quarter at 24,128 (down 13%).

Our results show only a 1% fall in the number of firms in the three parish Southwest
Louisiana area. However, Cameron Parish had experienced a loss of 52 businesses (28%) as
of 2006Q1 before recovering 13 firms in 2006Q2. Both Vermilion Parish and Calcasieu
Parish firm count were within 1% of pre-storm levels in terms of open firms by 2006Q2.



I1I. Results by Industry

1. Results for the State

Table 4 contains employer counts for the entire state by industry. The hardest hit

industries are those linked most closely to population. Comparing the final column’s
2006Q2 firm count to the 2005Q2 pre-storm benchmark reveals a net loss of 842 employers
for Retail Trade, 645 for Other Services, 314 for Health Care and Social Assistance, and 289

for Accommodation and Food Services. Each of these sectors relies on the local population

for its customer base. Not surprisingly, the strongest performance occurs in the
Construction sector, where Louisiana has on net added 537 firms. The state also
experienced slight growth in the number of Transportation and Warehousing employers.

Table 4
Total Louisiana Employers
by Industry
%
Change
2005Q2-
Industry (NAICS Code) 2005Q2 2005Q3 2005Q4 2006Q1 2006Q2 2005Q6
Accommodation and Food Services (72) 6,596 6,163 6,003 6,000 6,307 -4.4%
Administrative and Waste Services (50) 4,628 4,446 4,466 4,434 4,605 -0.5%
Agriculture, Forestry, Fishing & Hunting (11) 1,364 1,341 1,342 1,307 1,325 -2.9%
Arts, Entertainment and Recreation (71) 1,277 1,188 1,126 1,128 1,204 -5.7%
Construction (23) 8,266 7,953 8,361 8,561 8,803 6.5%
Educational Services (61) 835 802 789 789 802 -4.0%
Finance and Insurance (52) 6,650 6,222 6,404 6,242 6,525 -1.9%
Health Care and Social Assistance (62) 10,043 9,552 9,597 9,499 9,729 -3.1%
Information (51) 1,347 1,352 1,314 1,290 1,299 -3.6%
Management of Companies & Enterprises (55) 463 448 452 451 451 -2.6%
Manufacturing (31,32,33) 3,653 3,536 3,490 3,580 3,610 -1.2%
Mining (21) 1,218 1,170 1,230 1,285 1,248 2.5%
Other Services (81) 7,382 6,787 8,050 6,582 6,737 -8.7%
Professional & Technical Services (54) 10,292 9,606 10,069 9,956 10,261 -0.3%
Public Administration (92) 2,878 2,826 2,762 2,774 2,798 -2.8%
Real Estate and Rental and Leasing (53) 4,194 3,907 3,841 4,002 3,996 -4.7%
Retail Trade (44,45) 14,684 13,732 13,482 13,700 13,842 -5.7%
Transportation & Warehousing (48,49) 3,617 3,515 3,631 3,603 3,685 1.9%
Unclassified () 821 852 1,011 912 976 18.9%
Utilities (22) 752 642 629 650 617 -18.0%
Wholesale Trade (42) 6,679 6,421 6,468 6,486 6,549 -1.9%
Total 97,639 92,461 94,517 93,231 95,369 -2.3%

Source: QCEW Data and Author’s computations. Items denoted * are omitted due to the small number of

employers in that industry.

Table 5 focuses on failure rates for employers that were operating as of 2005Q2 —
our pre-storm benchmark. Small firms tend to have higher failure rates and are particularly



vulnerable during the aftermath of disasters such as Hurricanes Katrina and Rita. Employer
size is measured by the average number of employees for 2005Q2. The first column shows
the number of closures as of 2006Q2 and column 2 contains the failure rates by firm size.’
Over the entire state, the 21% of employers with 1-5 employees in 2005Q2 were closed as of
2006Q2. Not surprisingly, failure rates fall as the size of the firm rises.

Table 5
Louisiana Business Failure Rates
by Size (through 2006Q2)

# Failure Average Average
Failures  Rate 2005Q2 2006Q2
Size (2005Q2 Employment) Employment Employment
1 - 5 Employees 10,608  21.0% 2.3 2.7
6 — 10 Employees 2,207 12.4% 7.3 7.5
11-50 Employees 2,369  11.6% 21.4 21.3
> 50 Employees 537  10.4% 173.8 161.2
All Businesses 16,579 11.7% 16.9 17.3

Source: QCEW Data and Author’s computations. Note: The total number of failures also includes 858
business failures that reported wages for 2005Q2, but either reported zero employees or failed to specify the
number of employees for 2005Q2. Firms are counted as failures if they either failed to report in 2006Q2 or
reported both zero employees and zero wages.

Our pre-Hurricane data set is limited to 2004Q3-2005Q2 and only permits
computation of failure rates over a three quarter period. Nonetheless, the failure rate for
that period does provide a reference point. Interestingly, failure rates for the three quarter
post-storm period 2005Q2-2006Q1 are very similar to those in Table 5 with 11.4% of all
firms failing and a failure rate of 20.4% among small firms.® Thus, this comparison is
made more relevant given the recovery of Louisiana’s employer count in 2006Q2.

Over that pre-storm period of 2004Q3-2005Q2, 15% of employers with 1-5
employees failed, roughly 9% of employers with 6-10 employees and 11-50 employees
failed, and just under 11% of employers with more than 50 employees closed. The
overall failure rate was 8.5%." This suggests increases in the overall failure rate of
Louisiana employers of at most 3% overall and 6% for Louisiana’s smallest employers.

The final two columns of Table 5 contain average employment of firms in each
size category prior to the Hurricanes and average employment of surviving firms in
2006Q2. Average employment rises slightly across all firms, particularly for small firms.
This likely reflects the fact that firms that survive over time are also likely to grow and
increase employment under normal circumstances.

> We will refer to this as the failure rate for the remainder of this document while acknowledging that some of
these employers may reopen and others may close in future quarters.

® Failure rates for the 6-10, 11-50, and over 50 categories were 12%, 11%, and 10% respectively for that period.
7 Pre-storm failure rates for Orleans Parish and the Southeast region were slightly higher in this pre-storm
period at 10.6% and 10.8% respectively.



Table 6 expands Table 5 to look at other sources of change in the number of firms
and to consider patterns over time. The first row indicates that there were 10,279 firm
closures between 2005Q2 and 2005Q3. The other columns of this row show that 2,774
new firms opened in 2005Q3 and 2,327 firms that failed to report employment in 2005Q2
did so by 2005Q3. The final column combines all three elements to compute the net
change in the Louisiana firm count, a loss of 5,178 firms. The next three rows contain
similar figures for the cumulative change to 2005Q4, 2006Q1, and 2006Q2. Note that
the first number in the final row (16,579) matches the firm closures between 2005Q2 and
2006Q2 as reported in Table 5. For Louisiana as a whole, the table provides some
optimistic news in the form of a smaller increase in the number of closed firms and a
continued rise in the number of new firms. This combination leaves the state 2,270
employers short of pre-Hurricane levels as of 2006Q2.

Table 6
Net Change in Louisiana Employers
by Quarter
Not
reporting in
Closed 2005Q2, but Net
Quarter After Storm New Firms reported Change
As of 2005 Q3 10,279 2,774 2,327 -5,178
As of 2005 Q4 13,658 6,085 4,451 -3,122
As of 2006 Q1 16,159 9,154 2,597 -4,408
As of 2006 Q2 16,579 11,476 2,833 -2,270

2. Results for Southeast LA Parishes

Tables 7-9 present similar results for the 5 parish Southeast Louisiana area (Jefferson,
Ortleans, Plaquemines, St. Bernard, and St. Tammany). The largest declines occur in Retail
Trade with 886 fewer employers (-22.6%), Other Services with 532 fewer (-24.4%), Health
Care and Social Services with a loss of 510 employers (-18.2%), and Accommodation and
Food Services (down 444 employers or 18.5%). The only regional increase occurs in the
Construction sector with a net gain of 214 employers or 10.5%.

Table 8 contains the failure rates for the Southeast Louisiana region. Overall, the
failure rate of 26.5% is more than double that of the state as a whole. Small firms appeared
most vulnerable with almost one in three firms with 1-5 employers closing during the year
following the Hurricanes and roughly one in five of those with 6-10 closing during the year.



Table 7

Total Employers Verified Open in Southeast LA Parishes

by Industry
% Change
200502-
Industry (INAICS Code) | 2005Q2 2005Q3 2005Q4 2006Q1 2006Q2 200506
Accommodation and Food Services (72) 2,399 2,006 1,728 1,795 1,955 -18.5%
Administrative and Waste Services (56) 1,524 1,346 1,329 1,318 1,387 -9.0%
Agriculture, Forestry, Fishing & Hunting (11) 60 49 44 48 55 -8.3%
Arts, Entertainment and Recteation (71) 402 323 283 282 309 -23.1%
Construction (23) 2,031 1,756 1,952 2,120 2,245 10.5%
Educational Services (61) 262 231 214 219 221 -15.6%
Finance and Insurance (52) 1,845 1,590 1,528 1,524 1,609 -12.8%
Health Care and Social Assistance (62) 2,795 2,312 2,245 2,199 2,285 -18.2%
Information (51) 431 410 387 362 375 -13.0%
Management of Companies & Enterprises (55) 141 129 127 126 127 -9.9%
Manufacturing (31,32,33) 911 804 761 798 811 -11.0%
Mining (21) 198 167 186 196 187 -5.6%
Other Services (81) 2,181 1,732 1,985 1,570 1,649 -24.4%
Professional & Technical Services (54) 3,555 2,998 3,109 3,085 3,243 -8.8%
Public Administration (92) 346 315 304 300 319 -7.8%
Real Estate and Rental and Leasing (53) 1,252 984 969 965 974 -22.2%
Retail Trade (44,45) 3,926 3,272 2,811 2,857 3,040 -22.6%
Transportation & Warehousing (48,49) 901 806 834 825 836 -7.2%
Unclassified () 276 246 292 226 275 -0.4%
Utilities (22) 79 52 50 52 54 -31.6%
Wholesale Trade (42) 2,330 2,148 2,141 2,137 2,172 -6.8%
Total 27,845 23,676 23,279 23,004 24,128 -13.3%
Source: QCEW Data and Author’s computations. Items denoted * are omitted due to the small number of
employers in that industry.
Table 8
Southeast Louisiana Business Failure Rates
by Size (through 2006Q2)
# Failure Average Average
Failures  Rate 2005Q2 2006Q2

Size (2005Q2 Employment) Employment Employment

1 - 5 Employees 4,655 31.9% 2.4 2.4

6 — 10 Employees 1,026 21.9% 7.4 6.7

11-50 Employees 1,082 19.5% 21.7 19.2

> 50 Employees 208  13.8% 169.0 132.8

All Businesses 7,354  26.5% 19.0 17.3

Source: QCEW Data and Author’s computations. Note: The total number of failures also includes 383
business failures that reported wages for 2005Q2, but either reported zero employees or failed to specify the
number of employees for 2005Q2. Firms are counted as failures if they either failed to report in 2006Q2 or

reported both zero employees and zero wages.



Table 9
Net Change in Employers for Southeast LA Parishes

by Quarter
Not
reporting
Closed in 2005Q2,
After but Net
Quarter Storm Moved Out  Moved In New Firms  reported Change

As of 2005 Q3 5,443 0 19 617 638 -4,169
As of 2005 Q4 7,392 162 151 1,471 1,366 -4,566
As of 2006 Q1 7,652 624 546 2,208 681 -4,841
As of 2006 Q2 7,354 646 565 2,916 802 -3,717

Table 9 contains detailed results similar to those in Table 6, but with two additional
columns. The “Moved Out” column captures firms that remain open in Louisiana, but have
left this region of the state. The “Moved In” column measures firms that moved to this
region from another area of Louisiana. The largest impact on firm count occurred when
over 5,000 employers closed in the immediate aftermath of the storm. The number of firm
closures has slowed over time and even fell in 2006QQ2 as the number of firms reopening
after initially closing exceeded the number of new closures in the region. This, combined
with the continued entry of new firms, indicates that 2006QQ1 may be the lowest point with
regard to Louisiana employer counts.

Both the initial closures and new firm growth are spread quite unevenly across the
region. The next three pages contain figures that address this issue. Figure 1 plots the net
change in number of employer from 2005Q2 to 2006Q2 by Census tract. The figure cleatly
shows that employer growth and decline follows flood patterns. In areas that experienced
flooding, firm count declined. In areas that did not experience flooding, firm count was
steady or rose. Areas that experienced firm count decline, for the most part, experienced
major flooding (Otleans and Saint Bernard parishes and the city of Slidell in Saint Tammany
parish). Some areas that experienced high firm count growth were residential and were not
due to the entry of major employers (>100 employees) but rather they were the result of
small firms relocating.

Figures 2 and 3 contain similar plots of the net change in employment and wages by
Census tract during the year following the storms. Because these were very sensitive to any
large employers that failed to report, estimated values for employment and wages were
included in computations used to generate these tables. Figure 2 shows that employment
patterns generally mimic those for net change in number of firms. Figure 3 presents a
slightly more optimistic overall picture with regard to total wages and reflects the fact that a
tight labor market has driven up the average wage, particularly in Southeast Louisiana.



Figure 1: Southeast Louisiana Firm Growth




Figure 2: Southeast Louisiana Employment Growth




Figure 3: Southeast Louisiana Wage Growth




3. Results for Southwest LA Parishes

Table 10 presents the net change in number of employers for the Southwest
Louisiana region consisting of Calcasieu, Cameron, and Vermilion parishes. The total firm
counts in Table 10 imply the typical “V” shaped pattern observed following many disasters.
Unlike the Southeast region, the majority of this Southwest region population quickly
returned to their homes. Construction efforts began to offset losses elsewhere and the
employer count began to rise again in 2005Q4. By 2006Q2, the net loss for the region was
37 employers or just under 1%. As we will discuss later, one important exception is
Cameron Parish where the recovery has been much slower.

Table 10
Total Employers Verified Open in Southwest LA Parishes
by Industry

Industry (NAICS Code) 2005Q2 2005Q3 2005Q4 2006Q1 2006Q2

Accommodation and Food Services (72) 352 331 322 327 324
Administrative and Waste Services (56) 225 221 232 236 240
Agriculture, Forestry, Fishing & Hunting (11) 58 54 54 52 51
Arts, Entertainment and Recreation (71) 76 72 66 71 75
Construction (23) 473 456 469 499 499
Educational Services (61) 35 33 35 33 32
Finance and Insurance (52) 333 290 331 331 337
Health Care and Social Assistance (62) 515 501 487 507 510
Information (51) 52 58 70 59 59
Management of Companies & Enterprises (55) 18 15 15 18 19
Manufacturing (31,32,33) 191 193 187 192 191
Mining (21) 67 59 61 72 72
Other Setvices (81) 421 405 440 391 398
Professional & Technical Services (54) 506 473 508 500 502
Public Administration (92) 158 161 159 155 156
Real Estate and Rental and Leasing (53) 200 197 193 193 211
Retail Trade (44,45) 888 817 820 842 858
Transportation & Warehousing (48,49) 216 223 218 215 222
Unclassified () 9 16 22 19 18
Utilities (22) 50 42 39 40 37
Wholesale Trade (42) 268 252 253 262 263
Total 5,111 4,869 4,981 5,014 5,074

% Change
200502-
200506

-8.0%
6.7%
-12.1%
-1.3%
5.5%
-8.6%
1.2%
-1.0%
13.5%
5.6%
0.0%
7.5%
-5.5%
-0.8%
-1.3%
5.5%
-3.4%
2.8%
100.0%
-26.0%
-1.9%
-0.7%

Source: QCEW Data and Author’s computations. Items denoted * are omitted due to the small number of
employers in that industry.

In terms of specific industries, the Construction sector shows a net gain of 26

employers (5.5%). The largest net loss is Retail Trade with 30 fewer firms (down 3.4%),
followed by Accommodation and Food Services with a net loss of 28 firms (down 8.0%).
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Table 11 presents Failure Rates over the year following the Hurricanes. The overall
failure rate of 14.2% exceeds the state rate of 11.7% (shown in Table 5), but is still far below
the 26.5% (shown in Table 8) in the Southeast region of Louisiana. It is also important to
note that the firm failure rate is not zero even in the absence of storms. For example, 15.1%
of Louisiana firms with 1-5 employees in 2004Q)3 failed to any report earnings or wages in
2005QQ2. By this standard, the Southwest Louisiana region has done remarkably well in
difficult circumstances.

Table 11
Southwest Louisiana Business Failure Rates
by Size (through 2006Q2)

# Failure Average Average
Failures  Rate 2005Q2 2006Q2
Size (2005Q2 Employment) Employment Employment
1 - 5 Employees 468  18.3% 2.5 2.8
6 — 10 Employees 116 11.0% 7.4 7.6
11-50 Employees 975  10.3% 21.2 21.0
> 50 Employees 278 3.2% 183.3 174.0
All Businesses 740  14.2% 19.6 19.2

Source: QCEW Data and Author’s computations. Note: The total number of failures also includes 35
business failures that reported wages in 2005Q2, but either failed to report the number of employees for
2005Q2 or reported zero employees in that quarter. Firms are counted as failures if they either failed to report
in 2006Q2 or reported both zero employees and zero wages.

Table 12 contains the details on the net change in number of employers for each
quarter following the storms. This Table shows improvements in each quarter and
significant entry by new firms following the storms.

Table 12
Net Change in Total Employers in Southwest LA Parishes
by Quarter
Not
reporting
Closed in 2005Q2,
After Moved but Net
Quarter Storm Out Moved In New Firms  reported Change

As of 2005 Q3 470 0 3 117 108 -242
As of 2005 Q4 604 3 7 283 187 -130
As of 2006 Q1 694 38 47 437 151 -97
As of 2006 Q2 740 39 48 547 147 -37
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Figures 4, 5 and 6 contain GIS maps showing the net change in number of
employers, employment and total wages for the Southwest region. Figures 4 and 5 show the
weakness in Cameron parish relative to both Calcasieu and Vermilion. A comparison of
Figure 6 to the earlier figures again reveals more growth in wages than in employment or the
number of firms. As with the Southeast, this reflects the tight labor market and rising wages.

More detailed conclusions might be drawn from the maps and we leave it to the
reader to draw those conclusions. We will now turn to discussion of the individual parishes,
using the same three tables containing changes in the number of firms by industry, failure
rates, and net changes in total firms by quarter. GIS maps similar to Figures 1-6 were
created for each parish. These maps are available as appendix C, but are not discussed in
this report.
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Figure 4: Southwest Louisiana Firm Growth




Figure 5: Southwest Louisiana Employment Growth




Figure 6: Southwest Louisiana Wage Growth




4. Results for Jefferson Parish

Opverall, Jefferson Parish has fared second best among the five Southeast Louisiana
parishes. The last row of Table 13 contains the number of open firms by quarter. After an
initial 11% decline in the number of open firms in 2005Q3, Jefferson parish has shown an
increase in open firms each quarter. By 2006Q2, Jefferson parish had 10,790 employers
verified open compared to 11,416 employers before the storm. This represents a 5.5% drop
in number of firms in the parish, which is much smaller than the 13.3% overall fall in the
Southeast Region and second only to St. Tammany Parish in the Region in the pace of its
recovery.

Table 13
Total Employers Verified Open in Jefferson Parish
by Industry

%
Change
2005Q2-
Industry (NAICS Code) 2005Q2 2005Q3 2005Q4 2006Q1 2006Q2 2005Q6
Accommodation and Food Setvices (72) 868 788 723 746 807 -7.0%
Administrative and Waste Services (56) 690 613 618 617 636 -7.8%

Agriculture, Forestry, Fishing & Hunting
a1 14 12 10 11 14 0.0%
Arts, Entertainment and Recreation (71) 145 118 102 107 130 -10.3%
Construction (23) 957 864 981 1,069 1,119 16.9%
Educational Services (61) 95 84 76 75 76 -20.0%
Finance and Insurance (52) 844 751 726 734 762 -9.7%
Health Care and Social Assistance (62) 1,109 971 1,012 1,032 1,067 -3.8%
Information (51) 175 170 166 154 167 -4.6%

Management of Companies &

Enterprises (55) 66 60 61 57 57 -13.6%
Manufacturing (31,32,33) 423 395 383 402 405 -4.3%
Mining (21) 62 55 62 62 65 4.8%
Other Services (81) 839 722 778 706 739 -11.9%
Professional & Technical Services (54) 1,358 1,155 1,181 1,183 1,253 -7.7%
Public Administration (92) 90 87 80 76 84 -6.7%
Real Estate and Rental and Leasing (53) 512 404 416 437 443 -13.5%
Retail Trade (44,45) 1,564 1,417 1,323 1,373 1,424 -9.0%
Transportation & Warehousing (48,49) 388 361 369 369 373 -3.9%
Unclassified () 95 84 104 88 103 8.4%
Utilities (22) 23 16 13 13 13 -43.5%
Wholesale Trade (42) 1,099 1,022 1,029 1,030 1,052 -4.3%
Total 11,416 10,149 10,213 10,342 10,790 -5.5%

Source: QCEW Data and Author’s computations. Items denoted * are omitted due to the small number of
employers in that industry.

The rows of Table 13 present the net loss in number of employers by industry. The
largest net losses occurred in Retail Trade (down 140 firms or 9.0%), Professional and
Technical Services (down 105 firms or 7.7%), and Other Services (down 100 firms or
11.9%). These losses were offset in part by the Construction sector, which expanded by 162
firms (16.9%) over the year.
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Table 14
Jefferson Parish Business Failure Rates
by Size (through 2006Q2)

# Failure Average Average
Failures  Rate 2005Q2 2006Q2
Size (2005Q2 Employment) Employment Employment
1 - 5 Employees 1,433 24.7% 2.4 2.5
6 — 10 Employees 314 15.5% 7.4 0.8
11-50 Employees 310 13.3% 22.1 20.0
> 50 Employees 62 9.9% 204.3 133.4
All Businesses 2,254 19.6% 26.0 15.9

Source: QCEW Data and Author’s computations. Note: The total number of failures also includes 135
business failures that reported wages for 2006QQ2, but either reported zero employees or failed to specify the
number of employees for 2005Q2. Firms are counted as failures if they either failed to report in 2006Q2 or
reported both zero employees and zero wages.

Table 14 presents the Business failure rates for Jefferson Parish. The overall firm
failure rates are substantially above the overall rate for the state, but below those for the
region as a whole. Roughly one in four Jefferson Parish firms with 1-5 employees failed
during the year following the storms and overall one in five firms open and reporting wages
or employment in 2005Q2 were closed in 2006Q2.

Table 15 presents results on the change in total employers in Jefferson Parish by
quarter. As of 2005Q3, the parish had seen a net loss of 1,267 employers. The
overwhelming majority was due to firms closing. In later quarters there would be more new
firms entering along with some of the firms that were previously closed reopening. By
2006QQ2, the continuous entry of new firms contributed greatly to the number of open firms,
though not enough to return to the original level.

Table 15
Net Change in Jefferson Parish Employers
by Quarter
Not
reporting
Closed in 2005Q2,
After Moved New but Net
Quarter Storm Out Moved In Firms reported Change

As of 2005 Q3 1,774 0 3 236 268 -1,267
As of 2005 Q4 2,269 61 60 589 478 -1,203
As of 2006 Q1 2,374 216 262 949 305 -1,074
As of 2006 Q2 2,254 221 271 1,222 356 -626
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5. Results for Orleans Parish

Orleans Parish has been greatly affected by the storm, second only to St. Bernard Parish
in the Southeast Louisiana region. Orleans Parish not only showed an initial decline in open
firms during 2005Q3 but also in the following two quarters. The parish began to show signs of
recovery in 2006Q2. The number of employers had dropped to 6,641 by the first quarter of
2006. That is down from 9,592 employers in the quarter prior to the storm and corresponds to a
30.8% fall. This was well above the 17.4% loss for Southeastern Louisiana for the same time
period.

Table 16 shows results on the number firms open in each quarter by industry. Most
industries saw a significant loss. The Retail Trade and Health Care and Social Assistance sectors
both experienced a loss of over 40% of open firms from 2005Q2 to 2006Q2 with net losses of
603 and 392 employers respectively. Other sectors experiencing the largest declines also relied
heavily on the local population as a customer base. The Real Estate and Leasing, Other Services,
and Accommodations and Food Services sectors all experienced a significant net loss of
employers. The one bright spot was the Construction sector which had recovered to within 1
firm of pre-Katrina levels by 2006Q2.

Table 16
Total Employers Verified Open in Otleans Parish
by Industry
% Change
2005Q2-
Industry (NAICS Code) | 2005Q2 2005Q3 2005Q4 2006Q1 2006Q2 2005Q6

Accommodation and Food Services (72) 1,027 802 645 680 737 -28.2%
Administrative and Waste Services (50) 486 413 400 401 430 -11.5%
Agriculture, Forestry, Fishing & Hunting (11) * * * * * %

Arts, Entertainment and Recreation (71) 165 133 122 115 115 -30.3%
Construction (23) 358 259 286 336 357 -0.3%
Educational Services (61) 116 103 93 95 98 -15.5%
Finance and Insurance (52) 552 451 409 414 443 -19.7%
Health Care and Social Assistance (62) 949 691 584 521 557 -41.3%
Information (51) 173 154 140 130 133 -23.1%
Management of Companies & Enterprises (55) 45 38 37 36 38 -15.6%
Manufacturing (31,32,33) 235 183 161 161 164 -30.2%
Mining (21) 55 44 52 51 46 16.4%
Other Setvices (81) 895 648 824 531 553 -38.2%
Professional & Technical Services (54) 1,441 1,175 1,195 1,164 1,224 -15.1%
Public Administration (92) 142 116 117 118 121 -14.8%
Real Estate and Rental and Leasing (53) 448 346 310 290 290 -35.3%
Retail Trade (44,45) 1,453 1,087 751 758 850 -41.5%
Transportation & Warehousing (48,49) 265 220 219 211 221 -16.6%
Unclassified () 135 114 115 91 117 -13.3%
Utilities (22) * * * * * %

Wholesale Trade (42) 620 554 535 521 516 -16.8%
Total 9,592 7,545 7,011 6,641 7,028 -26.7%

Source: QCEW Data and Author’s computations. Items denoted * are omitted due to the small number of
employers in that industry.
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Table 17 contains failure rates for Orleans Parish employers that were operating in
2005Q)2, prior to Hurricane Katrina. Overall, 35.7% of those employers or just over one in
three were no longer in business by 2006Q2. As expected, the failure rates were highest for
the smallest firms. However, even the largest employers in Otrleans Parish (>50 employees)
had a failure rate that exceeded that of the smallest firms statewide. The results also show
that surviving firms were smaller post-Katrina, than they were prior to the storms.

Table 17
Orleans Parish Business Failure Rates
by Size (through 2006Q2)

# Failure Average Average
Failures  Rate 2005Q2 2006Q2
Size (2005Q2 Employment) Employment Employment
1 - 5 Employees 2,119 42.4% 2.4 2.2
6 — 10 Employees 449 30.7% 7.4 5.9
11-50 Employees 520  27.4% 22.1 16.9
> 50 Employees 124 19.3% 204.3 134.7
All Businesses 3,390 35.7% 26.0 18.2

Source: QCEW Data and Author’s computations. Note: The total number of failures also includes 178
business failures that reported wages for 2005Q2, but either failed to report the number of employees or
reported zero employees for 2005Q2. Firms are counted as failures if they either failed to report in 2006Q2 or
reported both zero employees and zero wages.

Table 18
Net Change in Orleans Parish Employers
By Quarter
Not
reporting
Closed in 2005Q2,
After Moved New but Net
Quarter Storm Out Moved In Firms reported Change

As of 2005 Q3 2,439 0 10 173 209 -2,047
As of 2005 Q4 3,530 72 29 387 605 -2,581
As of 2006 Q1 3,539 288 104 559 213 -2,951
As of 2006 Q2 3,390 296 109 781 232 -2,564

Table 18 presents results on the change in open firms in Otrleans Parish by quarter.
There was an initial loss of 2,047 firms in 2005Q3. The parish also saw a continued loss
over the next two quarters in that more firms closed or moved out than moved in, opened,
or reopened. Finally, in 2006QQ2 there was a net gain of 387 firms bringing the cumulative
net change in firms to -2,564, primarily due to entry by new employers. 2006Q2 was also the
first quarter where the number of firms reopening that had initially closed after the storm
exceeded new closures to reduce the total number of firms closed after the storm.
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6. Results for Plaquemines Parish

Overall, Plaquemines Parish was closest to the average of the Southeastern Louisiana
region in terms of loss of open firms. The parish initially saw a decrease of 15.3% in open
firms while the southeastern region lost 15% of open firms. The parish made modest
improvement in 2005Q4 and 2006QQ2. By 2006Q2, Plaquemines Parish had 626 open firms
compared to 718 in 2005Q2. This corresponds to a 12.8% decline while the region
exhibited a 13.3% decline over the same period.

Table 19
Total Employers Verified Open in Plaquemines Parish
by Industry

%
Change
2005Q2-
Industry (NAICS Code) Code 2005Q2 2005Q3 2005Q4 2006Q1 2006Q2 2005Q6
Accommodation and Food Services (72) 72 52 39 29 28 30 -42.3%
Administrative and Waste Services (56) 56 35 34 33 37 37 5.7%

Agriculture, Forestry, Fishing & Hunting
(11) 11 11 6 7 9 11 0.0%
Arts, Entertainment and Recreation (71) 71 * * * * * *
Construction (23) 23 68 61 74 05 69 1.5%
Educational Services (61) 61 * * * * * *
Finance and Insurance (52) 52 24 24 21 19 20 -16.7%
Health Care and Social Assistance (62) 62 35 26 26 22 26 -25.7%
Information (51) 51 * * * * * *

Management of Companies &

Enterprises (55) 55 * * * * * *
Manufacturing (31,32,33) 31,32,33 50 48 47 53 53 6.0%
Mining (21) 21 46 39 41 51 41 -10.9%
Other Services (81) 81 43 38 37 31 34 -20.9%
Professional & Technical Services (54) 54 45 40 44 41 45 0.0%
Public Administration (92) 92 15 13 15 13 13 -13.3%
Real Estate and Rental and Leasing (53) 53 59 49 50 48 49 -16.9%
Retail Trade (44,45) 44,45 67 54 42 40 38 -43.3%
Transportation & Warehousing (48,49) 48,49 78 70 83 84 86 10.3%
Unclassified () * * * * * *
Utilities (22) 22 * * * * * *
Wholesale Trade (42) 42 67 53 56 55 58 -13.4%
Total 718 608 619 614 626 -12.8%

Source: QCEW Data and Author’s computations. Items denoted * are omitted due to the small number of
employers in that industry.

Table 19 presents the results of the total firms open in each industry by quarter for
Plaquemines Parish. Retail Trade and Accommodation and Food Services were among the
industries that saw the highest declines at over 40%. Interestingly, the Manufacturing sector
saw a slight decline initially, but by 2006QQ2 had more open firms than before the storms.
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Table 20
Plaquemines Parish Business Failure Rates
by Size (through 2006Q2)

# Failure Average Average
Failures  Rate 2005Q2 2006Q2
Size (2005Q2 Employment) Employment Employment
1 - 5 Employees 111 33.7% 2.4 2.4
6 — 10 Employees 36 21.6% 7.3 0.8
11-50 Employees 26 14.8% 21.1 20.2
> 50 Employees 2 4.4% 160.8 141.6
All Businesses 174 24.5% 22.0 20.0

Source: QCEW Data and Author’s computations. Note: The total number of failures also includes 3 business
failures that reported wages for 2006Q2, but either reported zero employees or failed to specify the number of
employees for 2005Q2. Firms are counted as failures if they either failed to report in 2006Q2 or reported
both zero employees and zero wages.

Table 20 presents failure rates by size for Plaquemines parish. Overall, the parish
tracks the Southeast regional pattern, faring better than Orleans and St. Bernard but not
showing the strength of St. Tammany. The one exception is the failure rate for employers
with more than 50 employees where Plaquemines Parish’s failure rate of 4.4% is far below
the regional figure of 13.8%.

Table 21 shows results for the change in the number of open firms in Plaquemines
Parish by quarter. There was an initial loss of 110 open firms in 2005Q3. There was a net
gain of 11 firms in 2005Q4, but then there was a net loss in 2006Q1. This resulted from
some of the firms closing that had previously reopened. The parish made some modest
progress in 2006Q2 with a net gain of 12 open firms after some of the firms that closed after
the storm reopened.

Table 21
Net Change in Plaquemines Employers
by Quarter
Not
reporting
Closed in 2005Q2,
After Moved but Net
Quarter Storm Out Moved In  New Firms  reported Change
As of 2005 Q3 131 0 0 11 10 -110
As of 2005 Q4 154 1 34 19 -99
As of 2006 Q1 177 16 11 66 12 -104
As of 2006 Q2 174 16 11 69 18 -92
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7. Results for St. Bernard Parish

St. Bernard Parish experienced the greatest effect out of the Southeast Louisiana
region with respect to firm closures. By 2006Q2, St. Bernard Parish had 485 open firms
compared to 1,051 in 2005Q2. This corresponds to 53.9% loss in employers compared to
the regional net loss of 13.3%.

Table 22 presents industry results for St. Bernard Parish. The losses undoubtedly
reflect a combination of damage to infrastructure and the lack of a customer base. Overall,
the pattern observed in Orleans is amplified in St. Bernard Parish, with those sectors relying
on population for a customer base suffering the greatest loss. The number of
Accommodation and Food Services firms fell from 98 employers pre-Katrina to 21 in the
second quarter of 2006. Likewise, the parish dropped from 83 firms in the Other Services
sector pre-storm to 24 by 2006Q2.

Public Administration is the only notable industry to come anywhere near its original
level of open firms by 2006Q2. The Construction sector and Transportation and
Warehousing sector both saw less of an impact losing only 30% and 20.5% of their open

firms, respectively.

Table 22
Total Employers Verified Open in St. Bernard Parish
by Industry

%

Change

2005Q2-

Industry (NAICS Code) 2005Q2 2005Q3 2005Q4 2006Q1 2006Q2 2005Q6

Accommodation and Food Services (72) 98 45 15 9 21 -78.6%
Administrative and Waste Services (50) 35 25 13 15 19 -45.7%
Agriculture, Forestry, Fishing & Hunting (11) * * * oox
Arts, Entertainment and Recreation (71) 25 14 4 6 8 -68.0%
Construction (23) 127 77 62 77 89 -29.9%
Educational Services (61) * * * * *oox
Finance and Insurance (52) 50 35 28 20 24 -52.0%
Health Care and Social Assistance (62) 123 72 60 45 46 -62.6%
Information (51) 13 11 7 7 7 -46.2%
Management of Companies & Enterprises
Manufacturing (31,32,33) 64 45 34 37 41 -35.9%
Mining (21) * * * * Koo
Other Setvices (81) 83 31 19 20 24 -71.1%
Professional & Technical Services (54) 80 45 41 38 41 -48.8%
Public Administration (92) 26 24 18 17 24 “1.7%
Real Estate and Rental and Leasing (53) 46 22 15 16 13 -71.7%
Retail Trade (44,45) 158 87 54 39 43 -72.8%
Transportation & Warehousing (48,49) 39 31 32 31 31 -20.5%
Unclassified () * * * * * %
Utilities (22) * * * * * ook
Wholesale Trade (42) 54 38 33 34 35 -35.2%
Total 1,051 618 451 429 485 -53.9%

Source: QCEW Data and Author’s computations. Items denoted * are omitted due to the small number of

employers in that industry.
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Table 23 contains business failure rates for St. Bernard Parish and again highlights the
devastation in this parish. Over half of all firms (56.0%) open in 2005Q2 were closed as of
2006Q2. Employment levels for those that did survive declined.

Table 23
St. Bernard Parish Business Failure Rates
by Size (through 2006Q2)

# Failure Average Average
Failures  Rate 2005Q2 2006Q2
Size (2005Q2 Employment) Employment Employment
1 - 5 Employees 346 62.5% 2.5 2.2
6 — 10 Employees 119 55.9% 7.6 5.2
11-50 Employees 92 45.1% 21.1 16.6
> 50 Employees 9  22.5% 144.7 87.8
All Businesses 592 56.0% 18.2 12.4

Source: QCEW Data and Author’s computations. Note: The total number of failures also includes 26
business failures that reported wages for 2006QQ2, but either reported zero employees or failed to specify the
number of employees for 2005Q2. Firms are counted as failures if they either failed to report in 2006Q2 or
reported both zero employees and zero wages.

Table 24 shows results for the change in open firms for St. Bernard Parish by
quarter. The decline in the number of open firms continued until 2006Q1. However, in
2006Q)2 the parish showed a net improvement of 56 employers, moving to a net loss of 566
employers. This gain partially came from a net opening of 42 firms that had previously
closed after the storm.

Table 24
Net Change in St. Bernard Parish Employers
by Quarter
Not
reporting
Closed in 2005Q2,
After Moved New but Net
Quarter Storm Out Moved In Firms reported Change

As of 2005 Q3 461 0 1 12 15 -433
As of 2005 Q4 643 7 6 24 20 -600
As of 2006 Q1 634 33 9 30 6 -622
As of 2006 Q)2 592 38 9 41 14 -566

8. Results for St. Tammany Parish

In terms of employment and number of firms, St. Tammany Parish fared much
better than the rest of the region during the year following Katrina. By 2006QQ2, St.
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Tammany Parish had 5,199 open firms compared to 5,068 open firms before the storm.
Unlike any of the other parishes, St. Tammany gained 2.6% over this time period. The
parish showed an initial decline of 6.2% in open firms and made steady improvement.

Table 25
Total Employers Verified Open in St. Tammany Parish
by Industry
%
Change
2005Q2-
Industry (NAICS Code) 2005Q2 2005Q3 2005Q4 2006Q1 2006Q2 2005Q6
Accommodation and Food
Services (72) 354 332 316 332 360 1.7%
Administrative and Waste
Setvices (56) 278 261 265 248 265 -4.7%
Agriculture, Forestry, Fishing &
Hunting (11) 23 19 17 19 22 -4.3%
Arts, Entertainment and
Recreation (71) 59 56 52 50 52 -11.9%
Construction (23) 521 495 549 573 611 17.3%
Educational Services (61) 41 37 38 42 41 0.0%
Finance and Insurance (52) 375 329 344 337 360 -4.0%
Health Care and Social
Assistance (62) 579 552 563 579 589 1.7%
Information (51) 69 74 73 68 66 -4.3%
Management of Companies &
Enterprises (55) 22 25 23 27 27 22.7%
Manufacturing (31,32,33) 139 133 136 145 148 6.5%
Mining (21) 28 25 27 25 29 3.6%
Other Setvices (81) 321 293 327 282 299 -6.9%
Professional & Technical
Setvices (54) 631 583 648 659 680 7.8%
Public Administration (92) 73 75 74 76 77 5.5%
Real Estate and Rental and
Leasing (53) 187 163 178 174 179 -4.3%
Retail Trade (44,45) 634 627 641 647 685 0.1%
Transportation & Warehousing
(48,49) 131 124 131 130 125 -4.6%
Unclassified () 35 44 67 41 45 28.6%
Utilities (22) 28 28 28 27 28 0.0%
Wholesale Trade (42) 490 481 488 497 511 4.3%
Total 5,068 4,756 4,985 4,978 5,199 2.6%

Source: QCEW Data and Author’s computations. Items denoted * are omitted due to the small number of
employers in that industry.

Table 25 presents the results of the total firms open in each industry for St.
Tammany Parish by quarter. The largest gain occurred for the Construction sector with a
net gain of 80 employers (up 17.3%). There was also a net gain of 49 in the Professional and
Business Services sector (up 7.8%). Without the large loss of population experienced by
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Orleans and St. Bernard parishes, many of the service sectors in St. Bernard Parish were
cither flat or showed modest gains. Retail Trade was essentially flat while Accommodations
and Food Services and Health Care and Social Assistance showed modest gains.

Table 26
St. Tammany Parish Business Failure Rates
by Size (through 2006Q2)

# Failure Average Average
Failures  Rate 2005Q2 2006Q2
Size (2005Q2 Employment) Employment Employment
1 - 5 Employees 646 22.5% 2.3 2.5
6 — 10 Employees 112 13.2% 7.4 7.5
11-50 Employees 134 14.0% 21.2 21.2
> 50 Employees 11 7.1% 134.0 130.4
All Businesses 944  18.7% 12.0 12.1

Source: QCEW Data and Author’s computations. Note: The total number of failures also includes 41
business failures that reported wages for 2006Q2, but either reported zero employees or failed to specify the
number of employees for 2005Q2. Firms are counted as failures if they either failed to report in 2006Q2 or
reported both zero employees and zero wages.

Table 26 contains the failure rates for St. Tammany Parish. These failure rates
exceed the state rate, but are the lowest in the Southeast Louisiana region. Average
employment for surviving firms was relatively stable for St. Tammany Parish.

Table 27 shows results for the change in open firms for St. Tammany Parish by
quarter. The parish had an initial net loss of 312 firms in 2005Q3. However, unlike other
parishes which experienced more damage from flooding rather than storm surge and winds,
St. Tammany Parish experienced the same “V” pattern and began to recover almost
immediately. The parish had a significant number of new firms open and the number of
firms moving into the parish far exceeded the number moving out. Because of these new
firms, the parish experienced a net gain in employers by 2006Q2. No other parish in the
region had an increase in the number of open firms above the initial level before the storms.

Table 27
Net Change in St. Tammany Parish Employers
by Quarter

Not
reporting
Closed in 2005Q2,

After Moved but

Quarter Storm Out Moved In New Firms reported Net Change

As of 2005 Q3 638 0 5 185 136
As of 2005 Q4 796 21 53 437 244
As of 2006 Q1 928 71 160 604 145
As of 2006 Q2 944 75 165 803 182
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9. Results for Calcasieu Parish

Without the massive flooding that plagued Orleans and St. Bernard parishes, the
Calcasieu pattern in the number of employers also takes the familiar “V”” shaped observed
following many disasters. After an initial decline, Table 28 shows that the firm count
immediately began to recover in the last quarter of 2005 and, by 2006Q2, exceeded pre-Rita
counts by 12 employers (less than 1%). Table 28 does reveal some change in the
composition of the Calcasieu employer base, with growth in the Construction sector
offsetting slight declines in several of the service sectors.

Table 29 contains failure rates by firm size. The overall failure rate of 14.0% exceeds
the state rate of 11.7% only slightly. However, firms with 1-5 employers in Calcasieu Parish
actually had a lower failure rate than that of the entire state.

Table 28
Total Employers Verified Open in Calcasieu Parish
by Industry
% Change
2005Q2-
Industry (NAICS Code) | 2005Q2 2005Q3 2005Q4 2006Q1 2006Q2 2005Q6
Accommodation and Food Services (72) 289 274 264 278 270 -6.6%
Administrative and Waste Services (56) 182 178 184 191 198 8.8%
Agticulture, Forestry, Fishing & Hunting (11) 27 26 26 26 24 -11.1%
Arts, Entertainment and Recreation (71) 57 55 49 53 58 1.8%
Construction (23) 378 365 380 410 402 6.3%
Educational Services (61) 30 28 30 29 28 -6.7%
Finance and Insurance (52) 268 232 267 273 277 3.4%
Health Care and Social Assistance (62) 422 410 397 418 419 -0.7%
Information (51) 40 46 59 47 47 17.5%
Management of Companies & Enterprises (55) 14 11 11 14 15 7.1%
Manufacturing (31,32,33) 130 133 132 135 133 2.3%
Mining (21) 26 25 26 31 29 11.5%
Other Services (81) 321 315 341 305 308 -4.0%
Professional & Technical Services (54) 401 372 404 398 395 -1.5%
Public Administration (92) 90 94 91 90 91 1.1%
Real Estate and Rental and Leasing (53) 158 154 152 158 168 6.3%
Retail Trade (44,45) 691 639 643 669 678 -1.9%
Transportation & Warehousing (48,49) 149 156 147 148 153 2.7%
Unclassified () 6 11 13 12 11 83.3%
Utilities (22) 31 23 22 22 19 -38.7%
Wholesale Trade (42) 200 189 192 197 199 -0.5%
Total 3,910 3,736 3,830 3,904 3,922 0.3%

Source: QCEW Data and Author’s computations. Items denoted * are omitted due to the small number of
employers in that industry.
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Table 29
Calcasieu Parish Business Failure Rates
by Size (through 2006Q2)

# Failure Average Average
Failures  Rate 2005Q2 2006Q2
Size (2005Q2 Employment) Employment Employment
1 - 5 Employees 346 18.4% 2.6 2.9
6 — 10 Employees 87  10.7% 7.4 7.7
11-50 Employees 90  10.3% 21.2 21.0
> 50 Employees 8 3.4% 193.5 182.9
All Businesses 560  14.0% 21.3 21.0

Source: QCEW Data and Author’s computations. Note: The total number of failures also includes 29
business failures that reported wages for 2006Q2, but either reported zero employees or failed to specify the
number of employees for 2005Q2. Firms are counted as failures if they either failed to report in 2006Q2 or
reported both zero employees and zero wages.

Table 30 contains details on the change in number of employers by parish. The
largest number of closures occurred in the third quarter of 2005. The number of new
employers exceeded the number closing in each subsequent quarter, translating into a slightly
larger number of employers in 2006Q2 than our benchmark of 2005Q2.

Table 30
Net Change in Calcasieu Parish Employers
by Quarter
Not
reporting
Closed in 2005Q2,
After Moved New but Net
Quarter Storm Out Moved In Firms reported Change
As of 2005 Q3 364 0 3 99 88 -174
As of 2005 Q4 463 0 7 228 148 -80
As of 2006 Q1 503 18 35 355 125 -6
As of 2006 Q2 560 17 36 435 118 12

10. Results for Cameron Parish

The damage to Cameron Parish was more extensive than that suffered by the rest of
the Southwest region. The results in Table 31 reflect the extent of that damage. Like much
of Southeast Louisiana, the employer count for Cameron Parish continued to drop for
several quarters. The lowest point occurs in 2006Q 1with a 27% net loss of employers. Like
the Southeast region, our results suggest the recovery is beginning in 2006Q2 with a net gain
of 13 employers. Not surprisingly, the service sectors were hit hardest — there was a 50%
reduction in the number of employers in Retail Trade. The Construction sector, Wholesale
Trade, and Transportation and Warehousing all showed some strength.
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Table 31
Total Firms Verified Open in Cameron Parish

by Industry
%
Change
2005Q2-
Industry (NAICS Code) | 2005Q2 2005Q3 2005Q4 2006Q1 2006Q2 2005Q6
Accommodation and Food Services (72) 9 8 * * * *
Administrative and Waste Services (50) 8 9 10 10 9 12.5%
Agriculture, Forestry, Fishing & Hunting (11) * * * * * *
Arts, Entertainment and Recreation (71) * * * * * *
Construction (23) 15 12 11 14 16 6.7%
Educational Services (61) * * * * * *
Finance and Insurance (52) * * * * * *
Health Care and Social Assistance (62) 8 6 6 6 5 -37.5%
Information (51) * * * * * *
Management of Companies & Enterprises (55) * * * * * *
Manufacturing (31,32,33) 10 10 7 7 8 -20.0%
Mining (21) 14 12 11 12 16 14.3%
Other Services (81) 10 8 6 * * *
Professional & Technical Services (54) 13 12 12 11 12 -7.7%
Public Administration (92) 12 13 13 12 12 0.0%
Real Estate and Rental and Leasing (53) * * * * * *
Retail Trade (44,45) 24 19 12 9 12 -50.0%
Transportation & Warehousing (48,49) 27 27 26 23 24 -11.1%
Unclassified () * * * * * *
Utilities (22) * * * * * *
Wholesale Trade (42) 16 14 11 15 16 0.0%
Total 187 167 142 135 148 -20.9%

Source: QCEW Data and Author’s computations. Items denoted * are omitted due to the small number of
employers in that industry.

Table 32
Cameron Parish Business Failure Rates
by Size (through 2006Q2)

# Failure Average Average
Failures  Rate 2005Q2 2006Q2
Size (2005Q2 Employment) Employment Employment
1 - 5 Employees 32 35.5% 2.4 2.2
6 — 10 Employees 12 30.2% 7.3 0.5
11-50 Employees 11 26.2% 24.3 19.5
> 50 Employees 1 10.0% 121.3 110.8
All Businesses 56  30.8% 17.3 15.2

Source: QCEW Data and Authot’s computations. Note: The total number of failures also includes no
business failures that reported wages for 2006Q2, but either reported zero employees or failed to specify the
number of employees for 2005Q2. Firms are counted as failures if they either failed to report in 2006Q2 or
reported both zero employees and zero wages.
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Table 33 contains the failure rates for employers that were operating in Cameron
Parish prior to the storms. A total of 56 of the 187 employers operating in 2005Q2 were no
longer reporting wages or employment as of 2006Q2. This represents a 30.8% failure rate.
Only St. Bernard and Otrleans had higher failure rates. For small firms, the failure rate is
even higher at 35.5%, implying roughly one in three firms with 1-5 employees prior to the
storm failed to report any payroll or wages in 2006Q2.

Table 33
Net Change in Cameron Parish Employers
by Quarter
Not
reporting
Closed in 2005Q2,
After Moved New but Net
Quarter Storm Out Moved In Firms reported Change
As of 2005 Q3 25 0 0 3 2 -20
As of 2005 Q4 51 2 0 6 2 -45
As of 2006 Q1 63 11 2 18 2 -52
As of 2006 Q2 56 11 2 21 5 -39

Table 33 presents the net change by quarter and offers some positive signals. The
results in the first column imply that 7 firms that were initially closed after the storm
reopened in 2006Q2. Likewise, three new firms entered the parish during that quarter.
Although these may seem small relative to the number for Calcasieu Parish or Otleans
Parish, a net gain of 13 employers represents a 9% increase in the employer count for
Cameron Parish and is a clear step in the right direction.

11. Results for Vermilion Parish

Table 34 contains the industry level results for Vermilion Parish. After an initial
decline in the number of employers, the Vermilion Parish employer count was within 10 of
pre-Rita levels by 2006QQ2. Unlike many of the other parishes included in this study, the
results in Table 34 indicate that there has been almost no change in the industrial mix of
employers in Vermilion Parish.

Table 35 presents business failure rates for Vermilion parish. Failure rates are
actually below the state average for each size category, but the total failure rate is higher.
This higher failure rate stems from the fact that Vermilion has more small businesses than
the state as a whole and may not reflect poor business performance.
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Table 34
Total Employers Verified Open in Vermilion Parish

by Industry
%
Change
2005Q2-
Industry (NAICS Code) | 200502 200503 200504 2006Q1 2006Q2 2005Q6
Accommodation and Food Services (72) 54 49 58 49 53 -1.9%
Administrative and Waste Services (56) 35 34 38 35 33 -5.7%
Agriculture, Forestry, Fishing & Hunting (11) 27 25 25 24 24 -11.1%
Arts, Entertainment and Recreation (71) 16 14 15 16 15 -6.3%
Construction (23) 80 79 78 75 81 1.3%
Educational Services (61) * * * * * *
Finance and Insurance (52) 60 57 59 57 60 0.0%
Health Care and Social Assistance (62) 85 85 84 83 86 1.2%
Information (51) 12 12 11 12 12 0.0%
Management of Companies & Enterprises (55) * * * * * *
Manufacturing (31,32,33) 51 50 48 50 50 -2.0%
Mining (21) 27 22 24 29 27 0.0%
Other Services (81) 90 82 93 82 86 -4.4%
Professional & Technical Services (54) 92 89 92 91 95 3.3%
Public Administration (92) 56 54 55 53 53 -5.4%
Real Estate and Rental and Leasing (53) 37 37 37 31 38 2.7%
Retail Trade (44,45) 173 159 165 164 168 -2.9%
Transportation & Warchousing (48,49) 40 40 45 44 45 12.5%
Unclassified () * 5 9 7 7 *
Utilities (22) 17 17 16 17 17 0.0%
Wholesale Trade (42) 52 49 50 50 48 -7.7%
Total 1,014 966 1,099 975 1,004 -1.0%

Source: QCEW Data and Author’s computations. Items denoted * are omitted due to the small number of
employers in that industry.

Table 35
Vermilion Parish Business Failure Rates
by Size (through 2006Q2)

# Failure Average Average
Failures  Rate 2005Q2 2006Q2
Size (2005Q2 Employment) Employment Employment
1 - 5 Employees 90  15.5% 2.4 2.7
6 — 10 Employees 17 8.4% 7.4 7.5
11-50 Employees 11 6.3% 20.8 21.2
> 50 Employees 0 0.0% 141.6 139.4
All Businesses 124 18.7% 13.5 13.7

Source: QCEW Data and Author’s computations. Note: The total number of failures also includes 6 business
failuresthat reported wages for 2006Q2, but either reported zero employees or failed to specify the number of
employees for 2005Q2. Firms are counted as failures if they either failed to report in 2006Q2 or reported
both zero employees and zero wages.

33



Table 36 focuses on the net change by quarter for Vermilion parish. The results
indicate a rapid recovery in 2005Q4 and a steady increase in the number of new firms in the
parish.

Table 36
Net Change in Vermilion Parish Employers
by Quarter
Not
reporting
Closed in 2005Q2,
After Moved New but
Quarter Storm Out Moved In Firms reported Change
As of 2005 Q3 81 0 0 15 18 -48
As of 2005 Q4 90 1 0 49 37 -5
As of 2006 Q1 128 9 10 64 24 -39
As of 2006 Q2 124 11 10 91 24 -10

12. Concluding Remarks

This report documents the impact of Hurricanes Katrina and Rita on Louisiana
businesses. The most extensive damage occurred in St. Bernard, Orleans and Cameron
Parishes. St. Bernard parish had experienced over a 50% net loss of employers during the
year following Katrina and the net loss of employers in Orleans Parish was 2,564. Results
suggest that the low point in the hardest hit parishes may have occurred in the first quarter
of 2006. Results for 2006QQ2 indicate the number of employers rose relative to the first
quarter of 2006 both in Southeast Louisiana and Southwest Louisiana.

In terms of industry effects, the largest net losses occur for Retail Trade and the
Service Sector. These losses are particularly pronounced in the parishes receiving the
heaviest storm damage and population losses. The Construction Sector was a bright spot for
the both the state and each of the regions. Though the Southeast region lost 3,717 employers
during the year, there was a net gain of 214 employers in the Construction sector.

This report clearly documents the devastating effects of the storm, particularly in the
Service sector and parishes hardest hit by the storm. However, results also allow for some
optimism due to the fact that the employer counts appear to be rising in all areas of the state
after the first quarter of 2000.
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Appendix A

Parish Level Results
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Table A-1
Total Private Firms Verified as Open

Orleans Parish 1 9,368 7,368 6,838 6,469

St. Bernard Parish 1 1,008 576 419 398 443

St. James Parish 1 296 294 297 287 297

St. Tammany Parish 4,943 4,630 4,858 4,853

East Baton Rouge Parish 10,484 10,305 10,863 10,565

Iberville Parish 2 472 469 473 457 454

Pointe Coupee Parish 2 328 318 342 316 327

Tangipahoa Parish 2 1,825 1,795 1,863

1,916 1,951

West Baton Rouge Parish 2 456 452 460 472 472

Assumption Parish 3 246 245 249 250 253

Terrebonne Parish 3 2,456 2,387 2,450 2,448 2,497

Note: This table counts only private employers that provided reports with non-zero wages or employment as verified open.
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Table A-1 (continued)
Total Private Firms Verified as Open

Evangeline Parish 4 484 472 478 470 477
Lafayette Parish 4 6,332 06,326 6,011 06,422 6,605
St. Martin Parish 4 661 654 663 657 676
Vermilion Parish 4 907 860 903 870 899
Beauregard Parish 5 511 501 522 506 523
Cameron Parish 5 163 142 117 113 126
Avoyelles Parish 6 628 618 642 640 640
Concordia Parish 6 296 281 296 292 290

La Salle Parish 6 251 246 252 250 260

Vernon Parish 6 599 600 607 608 595

Note: This table counts only private employers that provided reports with non-zero wages or employment as verified open.
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Table A-1 (continued)

Total Private Firms Verified as Open

Bossier Parish 7 1,867 1,874 1,922 1,909 1,930
Claiborne Parish 7 216 211 214 219 218
Lincoln Parish 7 840 825 875 861 879
Red River Parish 7 117 122 126 124 124
Webster Parish 7 705 704 712 690 706
East Carroll Parish 8 134 142 135 132 134

ackson Parish 8 220 210 215 210 210
Mortehouse Parish 8 469 475 466 462 462
Richland Parish 8 381 371 384 369 364
Union Parish 8 283 275 290 290 284
Total 92,471 87,393 89,582 88,274 90,346

Note: This table counts only private employers that provided reports with non-zero wages or employment as verified open. Parish
values do not sum to the total because the total also includes firms with missing data on physical location and parish fips code.
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Table A-2
Total Employers Verified as Open

Orleans Parish 9,592 7,545 7,011 6,641 7,028
St. Bernard Parish 1,051 618 451 429 485

St. James Parish 342 340 341 329 343

St. Tammany Parish 5,068 4,756 4,985 4,978 5,199

East Baton Rouge Parish 10,804 10,623 11,181 10,888 11,080
Iberville Parish 547 545 547 534 531
Pointe Coupee Parish 383 374 396 372 384
Tangipahoa Parish 1,954 1,922 2,002 2,054 2,089
West Baton Rouge 518 518 527 540 539

Assumption Parish 278 278 282 283 287

Terrebonne Parish 3 2,557 2,488 2,551 2,552 2,599

Note: This table counts both government and private employers that provided reports with non-zero wages or employment as verified
open.
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Table A-2 (continued)
Total Employers Verified as Open

Evangeline Parish
Lafayette Parish
St. Martin Parish
Vermilion Parish
Beauregard Parish
Cameron Parish

Avoyelles Parish

Concordia Parish 6 357 342 337 347 346
La Salle Parish 6 294 289 295 291 302
Vernon Parish 6 691 706 712 712 698

Note: This table counts both government and private employers that provided reports with non-zero wages or employment as verified
open.
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Table A-2 (continued)
Total Firms Verified as Open

Bossier Parish 7 1,966 1,974 2,019 2,007 2,028
Claiborne Parish 7 262 255 257 263 262
Lincoln Parish 7 928 883 932 917 938
Red River Parish 7 151 156 160 158 158
Webster Parish 7 790 789 794 776 791
East Carroll Parish 8 176 184 169 167 176

ackson Parish 8 265 255 261 250 257
Mortehouse Parish 8 518 531 524 517 516
Richland Parish 8 435 423 439 421 418
Union Parish 8 331 324 337 338 334
Total 97,639 92,461 94,517 93,231 95,369

Note: This table counts government and private employers that provided reports with non-zero wages or employment as verified open.
Parish values do not sum to the total because the total also includes firms with missing data on physical location and parish fips code.
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