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Abstract 

Port Arthur, Texas has been a chronic labor surplus area since 

the end of World War II. In this thesis, an effort is made to analyze 

continuing high unemployment levels in an area with relatively high 

wages. There are two factors in the Port Arthur economy that serve to 

explain this phenomenon. First, the existence of widespread unioni¬ 

zation has helped to keep wage levels high not only within organized 

sectors of employment, but within unorganized sectors as well through 

the operation of the "umbrella effect." Second, much of Port Arthur’s 
> 

industry is highly capital-intensive and thus labor receives a relative¬ 

ly high wage because labor costs are not a significant portion of total 

costs. This is particularly characteristic of the chemicals industry 

and the petroleum refining industry, two industries which together 

comprise a large amount of the total employment in Port Arthur. 

An examination of technological change in one of the large petro¬ 

leum refineries in Port Arthur showed evidence of much substitution 

of capital for labor x^ithin the refinery. Employment within the 

Operations and Maintenance Division of this particular refinery was 

halved in a period of eight years. Union officials indicated that 

this trend toward complete automation of the refineries shows no sign 

of slowing down. The situation in the chemicals industry is similar. 

Hie chemicals industry in Port Arthur has experienced rapid growth 

in the past ten years, but has provided relatively few jobs, due to 

its high level of capital-intensiveness. 



The Port Arthur employment problem is likely to become very acute 

in the near future as more and more young persons enter the labor force. 

The percentage of the population of Port Arthur in 1960 within the 5 to 

14 years of age group was high relative to previous years. This means 

the mid-1960's should experience a significantly large growth in the 

Port Arthur labor force. To find jobs for this increase in the labor 

force, it is suggested that labor mobility be increased from Port Arthur 

to other areas where more job opportunities exist and that new indus¬ 

tries, suited to a high-wage industrial community, should be attracted 

to the Port Arthur area. 
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CHAPTER I 

Introduction 

'This study is an effort to describe and analyze certain aspects 

of (die unemployment problem in a high-wage, labor surplus urban com¬ 

munity. Hie community under study is the city of Port Arthur located 

in Jefferson County, Texas. Orthodox economic theory, given the neces¬ 

sary assumptions of competition in both the labor and product markets, 

concludes that an excess labor supply in a given economy should have 

the effect of depressing the wage level as supply and demand in the 

labor market move toward equilibrium. This result does not appear 

to hold for the Port Arthur economy. Indeed, for the period under 

study, the Port Arthur economy has witnessed a rising trend in wages 

concomitant with high levels of unemployment. This apparent paradox 

between theory and reality focuses our attention upon the institutional 

forces in the Port Arthur labor market which render the competitive 

assumptions of orthodox economic theory inapplicable to the analysis of 

the real conditions that prevail in the Port Arthur labor market. To 

put it another way, the hypothesis of this study is that certain 

Institutional forces have served to prevent the achievement of full 

employment of the labor force in the Port Arthur economy and that, 

contrary to lath the assumptions and conclusions of orthodox economic 

theory, wages have tended to rise rather than fall due to the operation 

of these institutional forces. 
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A. Limitations to the Scope of the Analysis 

There are certain limitations to the scope of this study which 

it might be best to state at the outset. First, the emphasis of the 

labor market analysis is upon quantitative rather than qualitative 

factors. It is assumed that the basic cause of labor surplus is not 

that the skills supplied are not equal to the skills demanded. In 

fact that practically all of the jobs available in the Port Arthur 

area are filled by the local labor supply precludes the possibility 

of sturctural unemployment in the sense that merely training the 

labor surplus would satisfy the existing excess demand for labor. 

No such excess demand for labor exists in the Port Arthur area. 

Thus a full qualitative analysis of the labor demand and supply has 

only marginal usefulness in an analysis of Port Arthur unemployment. 

Hence, this study is directed toward the more quantitative aspects 

of the supply and demand for labor in Port Arthur. 

The second limitation involves the analysis of corporate decision 

making. Many of the firms in the Port Arthur area, due to their com¬ 

petitive position, find themselves unwilling to disclose many vital 

aspects of capital planning, technological innovation, and new pro¬ 

cesses and products. This limitation is a most serious one. Although 

hypotheses may be advanced concerning corporate decision making and 

corporate planning in the area, the lack of availability of empirical 

evidence as to just what is happening within the companies themselves 

impedes empirical verification. This limitation confines us to analyse 

ing the external evidence of corporate behavior and attempting to 
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deduce from such evidence the internal motivations, goals, and policies. 

B. Sources of Information 

The statistical evidence presented in this study is based largely 

upon data gathered by the Texas Employment Commission, the United 

States Bureau of the Census, and the Oil, Chemical, and Atomic Workers 

International Union, local 4-23 in Port Arthur. Interviews with 

labor analysts with the Texas Employment Commission and with union 

and management officials in the manufacturing sector provided some 

insight info the trends which have been operative in the recent past. 

Articles published in Texas Business Review and national Petroleum 

News were the major periodical references used in the study. Finally, 

bulletins of the Bureau of Labor Statistics were used as sources of 

county-wide data regarding the wage level and the employment levels 

for the Beaumont-Port Arthur area. 

C. Summary of the Analysis 

The major cause of excess labor supply from 1958 to the present 

has been the failure of the local economy to readjust itself to the 

losses in employment occurring in the rapidly automating petroleum 

refining industry. This industry comprised a majority of the employees 

in manufacturing in Port Arthur in 1958. Thus its relative size 

accounts for its significance in affecting the total level of employ¬ 

ment for the Port Arthur area as a whole* It is important to note 

that the demand of the refining industry, as well as capacity, has 

continued to rise, but the demand for labor has fallen steadily. The 
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chief explanation for these divergent movements lies in technological 

change. Hie excess labor supply has not seen significantly diminished 

either through a lowering of the wage level or through labor mobility. 

Although there is a complex of factors that account for this, two 

institutional factors are most significant: (1) The economic, social, 

and political impact of union organisation upon the Port Arthur area; 

and (2) Institutional factors that tend to restrict the net movement 

of labor away from the area. 

Hie second chapter deals with the determinants and characteristics 

of the labor supply. Special emphasis is placed upon participation 

rates in the higher age brackets and upon labor mobility both into 

and out of the Port Arthur area. In addition, trends in the aggregates 

and components of the work force are analyzed. 

In the third chapter the demand of Port Arthur industry for labor 

is analysed. Drawing heavily upon a recent inter-Indus try study of 

the Sabine-Ke^hes area which encompasses Port Arthur, the chapter 

analyzes demand for labor by chief industrial sectors. Hie emphasis 

in this chapter is clearly quantitative. 

Hie fourth chapter attempts to fuse the results of the two 

previous chapters with an analysis of the wage structure in Port Arthur. 

Hie significance of a relatively high level of wages in an area of 

labor surplus is the essential focus of this chapter. Hie determinants 

of such a relatively high wage structure are analyzed in this context. 

Chapter Five is concerned with the recent history of technological 

innovation in the Gulf Oil Corporation refinery in Port Arthur. Hie 
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rapid loss of employment: within this refinery is seen as representative 

of the general movement in employment in the refining industry as a 

whole in Port Arthur. In addition* the process by which these techno¬ 

logical changes have been introduced are analyzed in the collective 

bargaining framework. Heavy reliance is placed in this chapter upon 1 

union seniority and membership data* coupled with contract negotiations 

and grievance hearings. 

The conclusions of the study in regard to the problem of unemploy¬ 

ment are presented in the final chapter. In this chapter policy sug¬ 

gestions are offered based on the analysis of the four preceding chap¬ 

ters. Increased labor mobility and attraction of new industry appro¬ 

priate to the needs of the area are proposed to alleviate the condition 

of chronic labor surplus that has prevailed in Port Arthur over the 

past decade. 



CHAPTER II: THE DETERMINANTS AND CHARACTERISTICS OF THE SUPPLY OF 
LABOR IN PORT ARTHUR 

A. Defining the Port Arthur Area 

According to 1960 Census returns, Jefferson County had a popu¬ 

lation of 245,659, of which 66,676 persons lived in Port Arthur.*- 

The largest city in Jefferson County is Beaumont which had a popula- 

2 
tion of 119,175 in 1960. These totals are not, however, sufficiently 

inclusive for our purposes. When discussing the supply of labor for 

the Port Arthur area, we need to include communities just outside 

the city limits. Such a measure of population has been developed by 

the United States Bureau of the Cenuss. For the 'urbanized area' of 

Port Arthur, we have a total population of 116,365 for the year 1960. 

This contrasts with the total for the Beaumont 'urbanized area* of 

3 
119,178. It is a reasonable assumption that persons living on the 

fringes of the city limits are potential members of that city's labor 

force. In fact, most economic and demographic statistics for Port 

Arthur include such areas in their calculations; and we shall do the 

same unless specifically stated otherwise. 

B. Quantitative Aspects of the Supply of Labor 

Population: 

In 1950 the population of the 'urbanized area' of Port Arthur 

was 82,150. By 1960 the population had risen to 116,365. Most of 

_ 

United States Bureau of the Census, Eighteenth Census of the United 
States: 1960. "Characteristics of the Population," Volume 1, Part 5 
(Washington: Government Printing Office, 1963), p. 31. 

2Ibid. 

3 
Ibid., p. 55. $j0£e that the city of Beaumont differs from the 'urbanized 

area' of Beaumont by only three persons. 
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this increase came in areas lying outside the city limits. In 1950 

these areas contained a population of 24,620. By 1960 this figure 

had more than doubled as 49.789 persons were included by this time. 

The city of Port Arthur, in this same period of time grew from 

4 
57,530 to 66,676. Clearly these figures indicate the significance 

of including the outlying areas in our computation of the Port Arthur 

area. Taken as a whole the Port Arthur 'urbanised area* population 

increased by 34,115 or an average of 4.2 per cent per annum over the 

decade. This is to be compared with a 4.9 per cent per annum in¬ 

crease in population for other urban areas of Texas from 1950 to 

I960.4 5 

The Labor Force and Employment: 

Since mid 1959 the labor force in the Port Arthur area has de¬ 

clined from 45,505 to 41,345 by January, 1965. In the same period 

unemployment has declined from 3,595 to 2,380. Percentage unemployed 

of the total labor force has fallen from 7.9 per cent in October of 

1959 to 5.8 per cent in January, 1965. Total employment likewise fell 

from 41,670 to 38,965 during this period* The decline in the figures 

above are not steady. Employment, for example, reached a peak in July, 

6 
1961 at a total of 43,050 with unemployment at the 6.9 per cent level. 

It is important to note that the downturns in the aggregates of 

employment, unemployment, and total work force have occurred in a 

period of rising population. We shall return to this phenomenon later. 

4Ibid., p. 43. 

5Ibid.. p. 19 

°Texas Employment Commission, labor Market: Employment Trends And 

Outlook: Beaumont - Port Arthur - Orange. Vo is. 1-7. 
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Participation in the Work Force by the Port Arthur Population: 

The labor force in 1960 consisted of 30,834 males above the age 

of 14 and 11,471 females in the same age bracket. These figures 

represent 81 per cent of the total male population and 28 per cent 

7 
of the female population above the age of 14. Averages for Texas 

within standard metropolitan statistical areas give percentages in 

8 
the same categories of 81 and 36 respectively. Female participation 

in the labor force is, then, significantly lower than the average for 

similar communities in Texas, while male participation in the labor 

force is approximately the same. 

For persons 65 years of age and over, participation in the labor 

force for the Port Arthur area is significantly lower than similar 

rates for the average of other standard metropolitan statistical areas 

The relevant statistics are presented in Table I below: 

TABLE I7 8 9 

LABOR FORCE PARTICIPATION RATES 

Persons 65 Years and Over 

MALE FEMALE 

Port Arthur Other Areas Port Arth Other 
Total persons . . 2,855 159,233 3,183 206,864 
In Labor Force 

Percent in 
664 57,013 238 24,113 

Labor Force 23.37. 35.87. 7,57. 11,27. 

SOURCE: un£ted States Bureau of the Census 

7 
United States Bureau of the Census, op. cit., p. 377 

8Ibid., p. 354 

9Ibid., p. 354 and p. 377 
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To summarize briefly these two sets of data, we find that: (1) 

Participation rates for females above the age of 14 is relatively low 

in the Port Arthur area; and (2) Participation rates for both males 

and females 65 years of age and over are relatively in the area. We 

have used for comparison the data for standard metropolitan statistical 

areas in Texas.^ It should be noted that low participation rates are 

on often-found characteristic of chronic labor surplus areas. 

Population Mobility in the Port Arthur Area: 

The I960 Census reports provide data for the number of 'in-migrants' 

and 'out-migrants' for the combined area of Jefferson and Orange Counties. 

An 'in-migrant* is a person now living in the area who lived outside of 

the area in 1955* An 'out-migrant* is a person who lived in the area 

in 1955 and by 1960 lived outside of the area. Using these difinltions, 

the Census reports state that, for the year 1960, there were 39,283 
f 

'in-migrants' and 37,603 'out-migrants' for the area. Those persons 

moving to and from other areas in Texas comprise 19,606 'in-migrants' 

and 19,864 'out-migrants'. ~ Thus, while total migrant figures for the 

area show a net-inflow of persons, the intrastate figures show a net 

outflow. This tells us that net interstate movements must reveal a net 

inflow. Take for example the data for migration to and from Louisiana. 

These movements total 7,023 'in-migrants' and only 5,812 'out-migrants,' 

^"The definition of an individual SMSA involves two considerations: 

First, a city or cities of specified population to constitute the 
central city. . . .and, second,. . .the periphery of the specific 

metropolitan area." Ibid, p. xviii. 

UIbid.. p. 243 and p. 313. 

12Ibid. 
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13 
giving a net inflow to the area of 1,211 persons from Louisiana. 

This information is very significant for the Port Arthur area. For 

although these figures are for the entire Jefferson and Orange Counties 

area, there is reason to suspect that much of this interstate movement, 

14 
particularly that from Louisiana, reveals a net inflow to Port Arthur. 

Bata for the Port Arthur ’urbanized area* reveal that 12,660 resi¬ 

dents of Port Arthur in 1960 had been non-residents, living outside the 

area, in 1955. Of these 12,660 persons, there were 6,105 intrastate 

15 
’in-migrants' and 6,555 interstate ’in-migrants’. Though there is 

no data available to tell us where the interstate migrants were coming 

from, we would suspect that many came from Louisiana. The Beaumont 

'urbanized area' totals for these movements show 17,349 ’in-migrants,’ 

with 10,556,intrastate 'in-migrants’ and 6,793 interstate 'in-migrants'.^ 

Totals for Orange County show 13,261 'in-migrants,* with 7,604 intra- 

17 
state and 5,6i57 interstate. From these totals it is clear that Port 

Arthur has a larger proportion of its 'in-migrants' from out of state 

than do Beaumont and Orange County. 

23 ■■■ “n,n "T  ’ ' ■ ■ '■ : 
United States Bureau of the Census, Eighteenth Census of the United 
States: 1960 Mobility For States and State Economic Areas (Washington: 

Government Printing Office, 1963), p.243 and p. 313. 

14 
Port Arthur is particularly susceptible to movements into the area from 

Louisiana because of the close native affinities between the present 

Port Arthur population and the areas on the Louisiana border. These 

affinities are manifested by the large number of persons in Port Arthur 
with French surnames and whos families may be traced back on or two 

generations to Louisiana ancestry. 

l5Ibid.. p. 363. 

APIbid.. p. 362. 

17Ibid.. p. 488. 
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This proportion could be a significant factor in the maintenance 

of labor surplus in the area. More on this point will be discussed 

when'we discuss the policy problems relating to the mobility of labor. 

How much of this population mobility can be assumed to be labor 

mobility in an economic context? That is, how .much of this mobility 

can be traced to economic factors? Again, there is insufficient evi¬ 

dence to be conclusive on this point. One would suspect, however, that 

an area of high levels of unemployment should not be economically attrac¬ 

tive to persons seeking to better their economic status. It is possible 

that Port Arthur is only a momentary stopover between Louisiana and 

other areas of Texas. Hie local office of the Texas Employment Com¬ 

mission gives the general Impression that there is some movement of 

labor away from the Port Arthur area. Even given this view, it is 

difficult to form even rough estimates of how much of this movement 

represents recent Louisiana residents and how much represents movement 

of ’permanent’ Port Arthur residents to other areas. 

In summary, the data for population movements show considerable 

inflow of migrants to the Port Arthur area. There is reason to suspect 

that much of this migration is coming from nearby areas in Louisiana, 

and, for this reason, continual additions to the Port Arthur labor 

force resulting from this movement may add to the problem of labor 

surplus in the area. This view is advanced partly on the basis of 

'social affinities’ between the Port Arthur area and nearby sections 

of Louisiana. 
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C. Qualitative Aspects of the Port Arthur Supply of Labor 

Education: 

Table II summarizes the educational attainments of the Port Arthur 

area population. This table compares the levels of education of Port 

Arthur residents with the levels achieved by residents of similar urban 

communities within Standard Metropolitan Statistical Areas. This data 

shows that Port Arthur has a relatively high proportion of persons with 

less than eight years of elementary level education, an approximately 

average proportion of the population with a high school education, and 

a relatively low proportion of the population with a college education. 

TABLE II 
YEARS OP SCHOOL COMPLETED 

Persons 25 Years and Older 

Port Arthur S.M. StA* 
Totals Percents Totals Percents 

Total Persons 62,331 3,141,627 
Mo school completed 2,215 3.55 104,509 3.33 
Elementary: 1*4 yrs 5,407 8.67 245,044 7.80 

5-6 yrs 5,914 9.49 265,288 8.44 
7 yrs 4,665 7.48 199,888 6.36 
8 yrs 5,622 9.02 313,250 9.97 

High School: 1-3 yrs 12,303 19.74 619,376 19.72 
4 yrs 16,565 24.97 746,629 23.77 

College; 1-3 yrs 5,792 9.29 351,667 11.19 
4 yrs or more 3,243 5,20 295,966 9.42 

Median years completed 10.8   11.1 

SOURCE: Ibid.. p. 358 and p. 377. 

Age of the Work Force: 

We have already noted, when considering participation rates of 

the Port Arthur population, that the participation levels for persons 

over the age of 65 was relatively low when compared with other Standard 
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Metropolitan Statistical Areas. Mow we wish to return to the question of 

age brackets of the labor force. Before analyzing labor force itself, 

it would be useful to break down the totals of the various age brackets 

of the population of the Port Arthur area. Below in Table III, we pro¬ 

vide such a breakdown: 

TABLE III 

AGE GROUPS OF THE POPULATION 
Port Arthur, Texas 

All ages 

Under 5 years 

5 to 14 years 

15 to 19 years 

20 to 24 years 

25 to 34 years 

35 to 44 years 
45 to 64 years 
65 years and over 

1960 

Totals Percents 

116,365 100.00 

14,562 12.51 

24,929 21.42 

8,023 6.89 

6,480 5.57 
16,933 14.55 
16,590 14.26 
22,613 19.43 

6,235 5.36 

1950 

Totals Percents 

82,150 100.00 
9,770 11.89 

13,557 16.50 

* 5,670 6.90 

6,929 8.43 
14,690 17.88 

13,445 16.37 

14,977 18.23 
3,112 3.79 

SOURCE: Ibid., p. 85. 

The table reveals an increase in the percentages of the population under 

the age of 14 years and over the age of 45 years. The brackets in be¬ 

tween suffered a proportionate decline in percentage of the population. 

The extremely high proportion of the population in 1960 between the ages 

of 5 and 14 can be used to explain added pressure toward an excess labor 

supply. This relative jump in the number of persons in the immediate 

pre-labor-force category can intensify the problem of unemployment if 

insufficient job opportunities are not made available in the near future* 

This should help to explain, in part, high unemployment levels in the 

mid-1960's. We shall return to this issue in subsequent chapters. 

Having examined the age groups of the population of the Port Arthur 

area, we can turn now to the age groups of those persons counted in the 
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labor force. Table IV below gives us these figures: 

TABUS IV 
AGE GROUPS OF THE LABOR FORCE 

Total 14 years and over 
14 to 17 years 
18 to 24 years 
25 to 34 years 
35 to 44 years 
45 to 64 years 
65 years and over 

Port Arthur 
Totals Percents 
41,305 100.00 

992 2.40 
5,027 12.17 
10,589 25.63 
10,932 26.47 
13,863 33.56 

902 2.18 

Other Urban 
Totals Percents 

2,802,182 100.00 
93,741 3.35 

429,473 15.33 
667,954 23.84 
662,837 23.65 
846,223 3 .20 
101,954 3.64 

SOURCE: Ibid.. p. 336 and p. 377. 

This data tells us that Port Arthur has a relatively high percentage of 

its labor force in the 25 to 64 years of age brackets, with relatively 

low percentages prevailing in the 14 to 25 years of age and the 65 

years and over brackets. It would be useful now to return to the issue 

of participation by the population in the labor force. Table V shows 

the percentages of the population in the various age brackets counted 

in the labor force total: 

TABLE V 
PARTICIPATION RATES FOR AGE GROUPS 

Port Arthur Other Urban 
Male Female Male Female 

14 to 24 years 48.4 24.9 61.0 30.7 
25 to 34 years 97.2 30.5 96.0 37.4 
35 to 44 years 97.5 35.2 96.3 44.5 
45 to 64 years 91.0 30.5 89.8 43.7 
65 years and over 23.3 7.5 34.0 11.2 

SOURCE: Ibid.. p. 67, p. 336, and p. 377. 

17 
Hits is not the same as the Standard Metropolitan Statistical Areas. 
It is somewhat less inclusive than the SMSA. Since there is no 
agricultural labor whatever in the Port Arthur area as we have defined 
it, we can take this 'urban* data as comparable to the Port Arthur data. 
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This table seems to confirm the view that the youngest and oldest 

groups of the population have relatively low participation rates com¬ 

pared to similar urban areas. The significance of this kind of infor¬ 

mation is that it may imply a certain amount of ‘disguised unemploy- 
18 ment.' This issue will be raised in the third chapter when we con¬ 

sider the combined supply and demand for labor in the market. 

To summarize the findings of this section, let us review the most 

significant results. According to the age and participation data that 

we have been examining from the 1960 Population Census, a comparatively 

high percentage of the labor force in Port Arthur is in the 25 to 64 

age group. He found that participation rates were relatively low in 

the under 25 and over 64 age groups. We noted also that participation 

rates for females in Port Arthur were consistently lower than similar 

rates for females in other urban areas in all categories above the 

age of 24. Finally, it will be useful to call attention once more to 

the rapid rise in the proportion of the population from 1950 to 1960 

within the 5 to 14 years of age bracket. 

The Socio-Economic Environment of the Port Arthur Labor Forces 

There are three aspects of the social environment of the Port 

Arthur labor force that bear mentioning before we leave our discussion 

of the characteristics of the supply of labor. The first aspect, which 

18 'Disguised unemployment' refers to the potential job seekers who 
have withdrawn from the labor force. 
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we have dealt with only briefly, is the proportion of the ’in-migrants* 

coming in from out of state. This proportion has significance in that 

there is the possibility that Port Arthur is especially attractive to 

migrants from Louisiana. Though this view is largely speculative, it 

does Imply that additional surplus labor may be forthcoming from a 

non-economic aspect of the Port Arthur area. However, we are unable 

to go much beyond speculation on this point. 

The influence of union organisation is also a significant socio¬ 

economic factor to be reckoned with in any analysis of the Port Arthur 

economy. In terms of organisation of the employed work force, unionism 

has met with enormous success in the Port Arthur area, when compared 

to other metropolitan areas in Texas. As a result, the impact of 

organized labor is not only economic but political and social as well. 

The Oil, Chemical and Atomic Workers International Union, Local 4-23 

has constructed a magnificent building to house its offices and meeting 

rooms. Within these offices and meeting rooms, there is much taking 

place that effects the political and social life of the community. 

Politically, the union has been extremely successful in getting its 

candidates elected to office on a state and local level. Union endorse¬ 

ments locally of statewide candidates has more often than not resulted 

in sweeping: majorities for such candidates in the Port Arthur polls. 

Socially, the union commands an aura of loyalty from its membership 

that is more extensive than mere economic loyalty. Though this sort 

of spirit is not easy to document, it pervades the Port Arthur environ¬ 

ment. There is hardly a person in Port Arthur who is not personally 
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effected by the influence of union organisation. Those persons who 

are not members of the union are related to members. The extent and 

influence of union organization in Port Arthus is a unique occurrence 

in the Texas economy. 

The third aspect, closely related to the extent of union organi¬ 

zation, is the degree of industrial concentration in the Port Arthur 

economy. Hie economic environment in Port Arthur for at least the 

past thirty years has been dominated by the petroleum refining industry. 

This dominance is beginning to give way to the growing chemical industry 

in Port Arthur. These two industries comprise the bulk of the manufac¬ 

turing employment in Port Arthur, the largest single sector of the 

Port Arthur employment. The significance of these two industries as 

employers of labor will become apparent in the chapter to follow. We 

mention the dominance of these industries at this point as an environ¬ 

mental influence. We shall return to this influence in Chapter V. 

D. Summary 

In this chapter we have considered the various determinants and 

characteristics of the supply of labor in Port Arthur* Defining the 

Port Arthur 'area* as that area delineated by the Bureau of the Census 

as the Port Arthur 'urbanized area,* we then examined the characteris¬ 

tics of the population and labor force in regard to participation 

rates, percentages of employment and unemployment, educational levels, 

age, and the socio-economic environment. A declining labor force con¬ 

comitant with increasing levels of population has been accompanied by 
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relatively low levels of labor force participation by females 25 years 

of age and over and by males 14 to 25 years of age and 65 years of age 

and over. A relatively high proportion of the Port Arthur population 

was found to have less than an eighth-grade education; a relatively 

small proportion of the population was found to have a college educa¬ 

tion. A rapid increase was noted in the 1960 population figures for 

the age bracket from 5 to 14 years of age. An increase was also noted 

in the proportion of the population 65 years and older. Finally, the 

influences of Louisianan backgrounds of significant numbers of the 

population, of the extent of union organization, and of the industrial 

environment were cited as part of the socio-economic environment of the 

Port Arthur labor force. We shall return to all of these points in the 

subsequent chapters. 



CHAPTER III: THE DETERMINANTS OP HIE DEMAND FOR LABOR IN PORT ARTHUR 

A. Introduction 

In this chapter we are concerned with the determinants of the 

derived demand for labor in the Port Arthur area: (1) The demand 

for the products of the major Port Arthur industrial concerns; and 

(2) The substitution of capital for labor in the major Port Arthur 

industrial concerns. 

Employment in Port Arthur has declined from 41,670 in October, 

1959 to 38,965 in January, 1965. Thus the analysis is premised upon 

the conclusion that the demand for labor has fallen. This means that 

inadequate job training is clearly not applicable as an explanation 

of excess labor supply in Port Arthur. There is a negligible amount 

of demand for labor that is not presently being met. Instead the 

existence of an excess supply of labor must be explained in terms of 

insufficient demand for labor. 

B. Product Demand of the Major Port Arthur Industries 

The major industries in Port Arthur are chemicals, petroleum 

refining, and shipbuilding, Other important sectors of employment 

include construction, government, and the various non-manufacturing 

trades. This section is limited to the consideration of chemicals, 

petroleum refining, and shipbuilding for two reasons. First, these 

industries comprise more than sixty per cent of employment and hence 

of the demand for labor for the Port Arthur area. Second, these in¬ 

dustries exert a greater influence on the Port Arthur demand for labor 
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than do construction, government, and non-manufacturing trades. By 

this we mean that employment in construction, government, and non¬ 

manufacturing trades can be assumed, without much hesitation, as a 

function of the decisions in the three major industries. Hie reverse 

does not strictly hold in general. Employment in the major industries 

is more a function of their product demand which is only in small 

measure attributable to the smaller sectors of the Port Arthur economy. 

Hie Chemical Industry: 

Hie chemical industry is the industry with the largest rate of 

growth in Port Arthur. An inter-industry study of the Sabine-Neches 

area, which Includes Jefferson and Orange Counties, published in 1959 

stated that: 

The chemical industry, which is second only to petroleum 
refining in terms of employment and payrolls, is the fast¬ 
est growing of all area manufacturing activities.4 

The study went on to conclude that: 

It is believed that a 1975 projection of final demands 
of area chemical and synthetic rubber to 3.25 times thatg 
of 1955 is reasonable in view of the existing evidence. 

These statements are based on too assumptions: First, that the fore¬ 

casts of the President's Materials Policy Commission Report of 1952 

21 
entitled Resources for Freedom are reasonably reliable bases for 

prediction; and second, that the Sabine-Neches area will maintain its 

share of the nation's chemical industry. We will not attempt a test 

19 
C* B. Kirksey, An Interindustry Study of the Sabine-Neches Area of 
Texas (Austin: Bureau of Business Research, 1959), p. 50. 

20Ibid., p. 130. 

Ot 
For this discussion see Ibid.. p. 126. 
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of these assumptions but there are some generalizations which can be 

made about the conclusion reached. According to publications by the 

Texas Employment Commission, plant expansion within the chemical industry 

proceeded at a rapid pace from 1955 to the mid-1960’a. Both product 

demand and plant capacity in this period have shown rapid increases. 

Further growth in chemicals in Port Arthur is in large measure depend¬ 

ent upon attracting a large share of the chemical industry to Port 

Arthur in the future. One aspect of the Port Arthur economy that is 

favorable in regard to this consideration is the demand by the refining 

industry for the products of the chemical industry. 

The Petroleum Refining Industry: 

Table VI below gives the actual demand and stocks data for February, 

1964 and the projected data for January and February, 1965: 

TABLE VI 

NATIONAL PERTROLEUM ACTIVITY INDICATORS 

(Seasonally adjusted indexes, 1957-1959®100) 

Indicator February 

1965p 

January 

1965p 

February 

1964 

Crude oil runs to refinery stills 

(Daily average) 111 110 110 

DEMAND (Daily average) 

Gasoline 117 116 116 

Kerosene 141 130 137 

Distillate Fuel oil 119 105 109 

Residual fuel oil 101 106 94 

Four refined products 115 112 111 

STOCKS (End of month) 

Gasoline 114 114 108 

Kerosene 148 143 137 

Distillate fuel oil 113 121 117 

Residual fuel oil 68 70 84 

Four refined products 110 112 109 

p - Preliminary 
SOURCES: American Petroleum Institute 

U. S. Bureau of Mines 

Federal Reserve Bank of Dallas 

22 
Texas Employment Commission, op. cit.. Vol. 3, No. 9, October, 1961; 
Vol. 4, No. I, February, 1962; and Vol. 5, No. 4, May, 1963. 
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Optimistic projections of growth for the petroleum refining industry, 

made in the mid-1950*a, have not been borne out by actual demand for 

product* This data shows an average overall increase in the demand for 

the four major refined products of the industry of only 15 per cent 

above the level attained in the 1957-1959 period. Ibis is certainly 

insufficient growth in demand to warrant the conclusion that capacity 

in the refineries by 1975 should be double the capacity achieved in 

1955. Expectations were high in the raid-1950*s for a rapid growth 

in the demand for the products of the petroleum refining industry. 

Though demand grew, the rate of growth of demand fell: 

The result was that until 1957 demand for petroleum rose 
5%-6% a year. After 1957 this growth rate dropped.24 

. . , continuing slowdown in the rate of increase In 
demand for the mass-volume petroleum products. ... 
Total estimated needs for gasoline, kerosine, distillate 
fuel oil, and residual oil in 1963 were less than 2% 
above last year. In the early part of the last decade 
they were 5% to 6% greater. 

Why has the demand for petroleum products not risen as fast as had 

been expected? Francis S. May cited the growth of the economy car 

as a means of transportation as one possible explanation: 

The shift of a large number of motorists to economy cars 
has been a major factor in the drop in growth of domestic 
demand.2® 

Probably another cause of this decline in demand is the increased 

23 C. D. Kirksey, Op. cit.. p. 125. Kirksey based this estimate upon pre¬ 
dictions made by the President's Materials Policy Commission Report,1952. 

Francis B* May, "Postwar Problems of the Texas Petroleum Industry," 
Texas Business Review. Vol. XX&VXIZ (June, 1964), p. 164 

25 national Petroleum Hews, "Supply and Demand," Vol. 55, (November, 1963), 
p. 143. 

Francis B. May, ojs. cit.. p. 164. 
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use of trades of transportation that do not use as much gasoline and 

oil as do automobiles. Another possible cause may be the increased 

competition from petroleum producers from abroad. Regardless of which 

explanation is the most reliable, there has been a significant retarda¬ 

tion in the growth of product demand in the petroleum refining industry 

The extent to which the decline in the growth of product demand 

on a national level is reflected in a similar decline in the growth 

of product demand for the refineries in Port Arthur is difficult to 

judge* A good estimate of the increased capacity in the refineries 

in Port Arthur would fall in the 10 to 20 percent range. The exact 

data on this point are unavailable. 

If the national demand for products of the petroleum refining 

industry are projected onto the Port Arthur economy, such a projection 

would indicate the Port Arthur economy, such a projection would indicate 

future growth at a declining rate. This sort of projection seems to 

agree with the estimate of a 10 to 20 per cent gain in capacity. 

The Shipbuilding Industry: 

The shipbuilding industry faces a potentially volatile demand 

for its services. Demand may be violently affected by large contracts 

or even accidental occurrences, such as hurricanes: 

Shipbuilding was higher last year when repairs were being 

made to hurricane damaged vessels.*' 

27  
Texas Employment Commission, op. cit., Vol. 4, No. 10, November, 1962. 
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If we abstract from violent fluctuations in the demand for the services 

of the shipbuilding industry that are of this nature, we find that ship¬ 

building showed considerable growth after 1960, Producers expect such 

growth to continue due to an increase of government contracts in the 

Gulf Coa3t area. 

C. Hie Capital-Intensive Aspect of the Chemical and Petroleum Refining 
Industries in Port Arthur 

The lack of availability of information concerning capital-labor 

ratios prevents us from quantifying these relationships. We can note, 

however, the degree in general terms to which the chemical and petroleum 

refining industries are capital-intensive. Both of these industries are 

particularly susceptible to technological innovation in operations and 

maintenance. These industries on a national level are already among 

the most highly capital-intensive industries in the economy. A recent 

study of Texas industrial expansion presented this view: 

Investment per worker in the chemical industry is typically 
high because this industry, like the petroleum refining in¬ 
dustry, is highly automated. A new plant may cost $100 
million, but employment may be less than 200.2“ 

The study went on to discuss recent employment gains in the chemical 

industry: 

Employment increase in the chemical industry during the year 
was negligible, even if many millions were spent on new and 
expanded plants. Some economists estimate that investment 
in the Texas chemical industry is now approaching$5 billion. 
There are about 200 plants with 49,000 employees.^ 

28 Stanley A. Arbingast, "Texas Industrial Expansion: 1964," Texas 
Business Review. Vbl. XXXIX (February, 1965), p. 30. 

29 ^Ibid, 
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The question as to why such rapid technological change has occurred 

in the chemical and petroleum refining industry leads us,to two consider¬ 

ations. First, substitution of capital for labor is necessary for long 

run profit maximization. In the Port Arthur economy one might wonder 

whether it is the cost of labor that has led to the rapid introduction 

of labor-saving technology. No doubt high wage rates are a consideration 

for any profit maximizer. But more important is the fact that capital 

and labor are not perfectly substitutable for some of the modem pro¬ 

cesses necessary to a competitive chemical or petroleum refining plant. 

The fact that labor costs are a small share of total costs for chemical 

and refining companies lends credence to the view that high wage levels 

are an insufficient explanation for the high rate of substitution of 

capital for labor in these industries. 

Another explanation for the high rate of substition of capital for 

labor within chemicals and refining is an effort to diminish the power 

of the union by eliminating jobs. The introduction of the Emerson 

System, which' provides for multi-craft supervision, has tended to make 

the union's power to strike considerably weaker than before. The Emerson 

System could be cited as evidence of management's desire to lessen the 

power of the union. Then, one could argue, it follows the rapid auto¬ 

mation leads to the same end— a weakened bargaining position for 

labor. This argument is weak on two grounds. First, the union strength 

as measured by the power of a strike is sufficiently weak anyway in a 

highly capital-intensive industry, particularly if most of the labor 
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organized is semi-skilled and thus easily replaced. Second, closely 

related to the first, is the fact that labor costs are such a small 

proportion to total coots in these industries. 

The best explanation for the increased use of capital relative 

to labor is that it more clearly satisfies the long run profit maxi¬ 

mizing objective of the firms. The fact is that such modernization 

of plant and equipment is often done with an eye toward new products 

and new processes, more efficiently operated through machines rather 

than labor. Without denying the possibility that management might 

be trying to reduce the power of organized labor in these industries, 

it does seem clear that the major motivation for rapid automation is 

economic necessity. 

D. Conclusions 

The above analysis suggests that although product demand is in¬ 

creasing, but at a declining rate, in the petroleum refining industry 

and increasing at a rapid rate in the chemical industry, increasing 

capital substitution for labor should tend to limit the derived demand 

for labor. That this is the case for the petroleum refining industry 

is the thesis of Chapter IV. As yet, the chemical industry has not 

shown a decline in employment and has, in fact, shown continual growth 

in employment levels from 1958 to 1965. There is reason to believe 

that employment levels may begin to fall with more rapid technological 

growth in the chemical industry. Thus, the two major sectors of labor 

demand exhibit growing product demand but potentially declining derived 

demand for labor due to capital substitution for labor. 



CHAPTER IV: WAGE RATES AND THE LEVEL OF EMPLOYMENT 

A. Wage Rates By Occupation 

The Bureau of Labor Statistics of the United States Department 

of Labor conducted surveys during late 1960 and early 1961 which pro¬ 

vide a basis of comparison of wage rates in Beaumont - Port Arthur with 

wage rates in other metropolitan areas. These surveys were conducted 

on a sample basis and small establishments with few employees were 

omitted. Table I below summarizes some of the results of these sur¬ 

veys : 

TABLE VII 
AVERAGE HOURLY EARNINGS 

MAINTENANCE AND POWER PLANT OPERATIONS 

Occupation Beaumont-Pt.Arth. Houston San Antonio 

Carpenters, maintenance 
Electricians, maintenance 
Helpers, trades, maintenance 
Machinists, maintenance 
Mechanics, automotive, maintenance 
Mechanics, maintenance 
Oilers 
Pipefitters, maintenance 

$3.25 $3.16 $ 
3.29 3.18 2.47 
2.74 2.51 1.95 
3.30 3.10 mmmhm 

3.08 2.68 2.52 
3.15 2.89 2.55 
2.69 2.34 —— 
3.31 3.28 mmmmrn 

SOURCE: United States Bureau of Labor Statistics. Occupational Wage 
Survey. Bulletin No. 1285-71, 75, 78. Washington: Government 
Printing Office, 1961. 

The occupational groups for which wage rates are given in Table I are 

those which we would expect to be most representative of unionized manu¬ 

facturing employment in Port Arthur. It is clear from the table that 

wage rates for the Beaumont - Port Arthur area are significantly above 

rates for Houston and San Antonio. 

In occupational groups which are less likely to be unionized, such 
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as white-collar, clerical occupations, we find that wage rates for 

the Beaumont - Port Arthur area tend to be higher than wage rates in 

the Houston and San Antonio areas: 

TABLE VIII 
OCCUPATIONAL EARNINGS 

Office Occupations 

Occupation Beaumont - 

Port Arthur 

Houston San Antonio 

MALE 

Clerks, accounting class A $ 3.35 $ 2.64 $ 2.11 
manufacturing 3.51 2.65 $m m mm m 

non-manufacturing 2.74 2.63 2.06 

Clerks, accounting class B 2.41 2.11 1*85 
Tabulating machine operators, 

class A 3.09 2*81 

FEMALE 

Bookkeeping - machine operators, 

class A 2.01 2.00 1.64 
Clerks, file, class A 2.31 1.65 : —— 

Clerks, file, class B 1.56 1.41 1.08 

SOURCE: United States Bureau of Labor Statistics, op. cit. 

Tables VII and VIII show higher wage levels for the Beaumont - Port 

Arthur area than for the Houston and San AntAnio areas for both blue- 

collar and white-collar job classifications. 

In TableIX7data are given for wage rates within the Gulf Refinery 

in Port Arthur for two contract periods. These data reveal two things: 

(1) An increasing wage rate over the years given; and (2) A wage structure 

very nearly equal in rates for the job classifications of carpenter, pipe¬ 

fitter, and oiler, to the rates given in Table VII for the Beaumont- Port 

Arthur area. These job classifications are representative of the union¬ 

ized job classifications in the Port Arthur area. 
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TABLE IX 
OIL WORKERS CLASSIFICATIONS AND 

HOURLY WAGE RATES 

Classification 1957*1958 1962-1964 

Carpenter No. 1 $ 2.98 $ 3.27 
Garage Mechanic No. 1 2.98 3.27 
Pipefitter No. 1 2.98 3.27 
Boiler Fireman 2.76 3.04 
Oiler 2.47 2.73 
Laborer A 2.16 2.43 
Laborer B 2.08 2.34 

SOURCE: Oil. Chemical and Atomic Workers Union. International. 
Locals 4-23 and 4-254. and Gulf Oil Corporation. Agreement 
between, June 10, 1957 - August 10, 1958, January 2, 1962 - 
January 2, 1964* 

These sets of wage rate data tend to support the conclusion that 

wage rates in unionized sectors of employment in Port Arthur are 

higher than in similar job classifications in other areas. The data 

are not quite so revealing for non-union white-collar job classifications. 

It is difficult to say what influence is exerted upon the wage rates 

for the Beaumont - Port Arthur area by white-collar employment in the 

Port Arthur area alone. Because of the proximity of.Beaumont to Port 

Arthur it would be expected that rates of pay in similar job classifi¬ 

cations would not differ graatly. This would support the conclusion 

that white-collar wages in Port Arthur are above the levels attained 

in the Houston and San Antonio areas. 

B. Income Levels In Selected Occupational Categories 

Table X gives the main income levels for wage and salary earners 

and self-employed persons: 
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W X 
MEAN INCOME LEVELS 

Type of Income Port Arthur Other Urban 

All types of income: 
Number of recipients 52,059 3,496.165 
Kean income $4,142 $3,636 

Mages or salaries: 
Number of recipients 42,655 2,736,895 
Mean income $4,184 $3,409 

Self-employment income: 
Number of recipients 4,114 409,943 
Mean income $4,613 $5,026 

SOURCE: United States Bureau of the Census, on. clfc., p. 352 and 
p. 419. 

This table fells us that self-employed persons have relatively lower 

incomes and that wage and salary recipients have relatively higher 

incomes than in comparable urban communities. In Table XI we compare 

earnings of similar occupation groups in three different cities: 

TABLE XI: 
MEDIAN EARNINGS OF SEISCTSD OCCUPATIONS 

Beaumont Port Arthur Galveston 

Male (total) 
Professional, managerial, 

$4,721 $5,763 $4,320 

and kindred workers 
Craftsman, foremen, and 

6,813 6,780 6,401 

kindred workers 
Operatives and kindred 

5,355 6,306 5,328 

workers 
Laborers: except farm 

4,191 6,067 4,299 

and mine 3,541 3,691 2,884 

Female (total) 
Clerical and Kindred 

1,672 1,537 1,819 

workers 
Operatives and kindred 

2,851 2,584 2,324 

workers 1,411 1,713 1,658 

SOURCE: Ibid., p. 418-419 
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It is clear from the above table that the more highly skilled pro¬ 

fessional worker is the only classification that receives relatively 

less income in Port Arthur than in Beaumont or Galveston. This dis¬ 

parity is even greater when cities experiencing rapid industrial growth 

30 
are compared with Port Arthur. Port Arthur’s wage and salary struc¬ 

ture shows relatively higher earnings for low-skilled non-professional 

31 
labor than in comparable urban areas. 

C. The Institutional Forces That Influence the Wage Structure in 

Port Arthur 

There are two major institutional forces i?ith significant in¬ 

fluence upon the wage structure in Port Arthur: (1) Organised labor; 

and (2) The degree of concentration of employment within the manufac¬ 

turing sector of the Port Arthur economy. These two forces help to 

maintain a high wage structure for semi-skilled and unskilled labor 

even in the face of high levels of unemployment. 

The first of these two forces, organised labor, has an impact 

not only upon its own members, but upon workers in related occupations 

as well. The fear on the part of management that the unorganised 

workers will organise, may induce management to maintain high wage 

levels. This type of ’umbrella effect' is particularly applicable 

to Port Arthur because organised labor is constantly looking for new 

employees to organise. This influence would not be nearly so strong 

If organised labor were less developed in the area. We have already 

noted in Table XI” that the relatively high income levels in the 

divisions ranging foreman to laborer. This condition is attributable 

39Ibid., p. 416-420 

3l 



32 

to the influence that the unions have upon the collective bargaining 

settlements in the industries in which they are organized and in the 

industries in which organization is possible. Another aspect of the 

influence of organized labor concerns the sheer size of the employed 

labor force engaged in semi-skilled labor. There is a relatively 

small number of workers classified as professional or managerial. A 

close examination of Table X shows that the Port Arthur area has a 

relatively small number of self-employed persons when compared to 

other urban areas. Hence the number of workers whose income is not 

related to the patterns set in collective bargaining agreements is 

relatively small. 

The high degree of concentration of employment within the manu¬ 

facturing sector of the Port Arthur economy is consistent with the 

relatively small numbers of professional and self-employed persons. 

In Port Arthur there are few persons in managerial or professional 

work outside the major companies. Part of the reason for this fact 

is that the larger companies do not generally rely on local personnel 

for Idgal, accounting, and other professional services. The major 

companies either have their own staffs for these services, usually 

located in a main headquarters office elsewhere, or they have large 

firm3 in other cities on retainer. Hence a lawyer or accountant in 

Port Arthur would be at a relative disadvantage in finding large cus¬ 

tomers. The heavy concentration of the Port Arthur economy in the 

manufacturing sector accounts for much of the success of organized 
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labor in the area. These tiro aspects are clearly intertwined. 

The net effect of organized labor in the area, given the con- 

centration of employment within manufacturing, has helped to maintain 

a high wage structure in those jobs most easily organized or potenti¬ 

ally subject to further organization* The small demand for profess¬ 

ional personnel in Port Arthur accounts in part for the relatively 

low income levels of this group. The 'umbrella effect* which extends 

to semi-skilled labor is unlikely to extend to professional employees, 

where union organization is mast difficult. 

D. Summary 

The wage structure in Port Arthur is dominated by high wages 

for the groups most susceptible to union organization. That there is 

a relatively small total demand for professional and managerial per¬ 

sonnel in the area and that union organization is least likely in such 

classification has meant that income levels for professional and 

managerial personnel are relatively low in Port Arthur when compared 

to other urban areas. The major forces that have influenced the wage 

structure in the Port Arthur labor market have been the existence of 

widespread union organization and the degree of concentration of employ¬ 

ment within the manufacturing sector of the economy. 



CHAPTER V: TECHNOLOGICAL CHANGE AND EMPLOYMENT IN THE GULF REFINERY 
IN PORT ARTHUR 

The petroleum refining industry is a heavily unionized industry. 

Local 4-23 of the Oil, Chemical, and Atomic Workers International 

Union bargains for nearly all of the blue-collar, and many of the white- 

collar clerical, employees in the refineries. Table XIV at the end of 

this chapter gives the compositional breakdown of the Local's member¬ 

ship. This chapter will consider the Gulf Main Plant Group of employees 

within Local 4-23 in some detail. Their case appears representative 

of the position of employees generally in the refining industry in 

Port Arthur, both according to union officials' interviews and accord¬ 

ing to the available employment data for the industry.* It must be 

kept in mind that the Gulf group is a division of Local 4-23, com¬ 

prising approximately one-third of the total membership of the Local. 

Practically, all of the units within Local 4-23 are in classifications 

within refineries or similar concerns, with a few exceptions, 

Local 4-23 of the OCAWIU won its right to bargain for certain 

groups of workers within the Operations and Maintenance Division of 

the Gulf Oil Corporation Refinery in Port Arthur, Texas for the first 

time in 1942. The first contract was signed on October 11, 1942. 

Since that date contracts have been negotiated regularly, the latest 

of which is dated June, 1964. During this period, there have been 

two major work stoppages, occurring in 1959 and 1961, directly related 

to the struggle brought on by management's desire to apply labor-saving 
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technological innovations and the union's desire to provide security 

of employment for those workers which it is empowered to represent* 

This struggle i3 still in progress, this chapter deals with the 

quantitative changes in employment, the role of automation, the 

progress of labor relations, and the implications for job opportuni¬ 

ties of this struggle, with special emphasis upon the period from 

1958 to 1964. 

A. Quantitative Changes in Employment Within The Main Gulf Plant 
Group of Local 4-23 

There was a merger between Local 4-23 and Local 4-254 after the 

1962 contract. Local 4-254 consisted solely of Negro employees, within 

roughly the same job classifications as the employees of Local 4-23, 

though generally of a lower grade classification. A mote complete 

discussion of this merger and soma of the necessary adjustments implied 

for this paper will be dealt with in Appendix A at the conclusion of 

the text. For the purposes of this chapter, we will lump the two 
.4 

groups together, as if they had been initially merged when formed 

and deal with their combined employment situation. Their employment 

opportunities histories are quite similar. Hereafter, any reference 

to Local 4-23 will be taken as including the membership of Local 4-254, 

unless stated otherwise. 

Employment within the Main Gulf Plant Group of Local 4-23 rose 

rapidly during the war years and continued to rise afterwards, reaching 
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a peak in 1958. From 1958 to 1964 employment within the unit fell off 

considerably, though production, measured in thru-put units, did not 

reveal a similar decline. In 1958, Local 4-23 bargained for approxi¬ 

mately 4,645 employees within the Operations and Maintenance Divisions 

32 
of the Gulf Refinery, 4,325 of which were members of the union. Be¬ 

ginning in 1942 with a small number of employees, the unit grew to 

3,221 by 1952, Following the peak year 1958 total of 4,645, employ¬ 

ment has fallen to 2,836 employees within the unit by June, 1964. 

This figure has fallen to approximately 2,740, according to union 

estimates in early 1965. That this drop in employment was not accom¬ 

panied by a fall in thru-put production implies the role of automation 

and labor-saving technology in reducing the size of the work force 

within the unit. The change in size over the years 1952, 1958, and 

1964 is indicated by Chart I below: 

Chart I 
Employees Covered By Local 4-23 
For Years 1952, 1958, 1964 

1952 1958 1964 

5000 

4000 (4,645) 

3000 (3,221) 

2000 (2,834) 

1000 
, 

The existence of the Right-To-T*7ork Law in Texas accounts for this 
difference. 
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Union officials indicate that they expect this downward trend in the 

volume of employment to continue largely due to increasing automation 

within the refinery. With this trend in mind, we now turn to the 

introduction of automation and its relation to (die level of employment 

within the unit. 

B. The Bole of Autonation Since 1958 Within The Gulf Refinery in 
Port Arthur 

There appears to he some evidence that automation was reducing 

the available job supply significantly even before 1958. However, 

it is only after 1958 that total employment begins to fall. In this 

context, cause and effect are much more easily discernible after 1958. 

Table Sill reveals the change in employment within the various depart¬ 

ments of the unit. The computation of the totals in the table have 

involved numerous adjuAments. Chief among ■these adjustments is 

the effort to account for process changes which involve transferring 

duties of one department to another. At best, such transfers have 

33 
been computed on a rough badid. The general trends of these depart¬ 

ments appear, however, to be significant, particularly in light of 

union-management discussion of reductions in department size and trans- 

ferral of departmental duties within this period. The trends Indicate 

that practically all departments declined in numbers of employees, the 

33 '
1
 '   

The procedure for estimating these transfers was to go over the 
particular change that occurred and with the advice of workers 
within the departments, make estimates of the transferrals among 
departments. 
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TABLE XII 

Number of Employees Within the 
Various Departments of the Gulf Refinery 

Within Local 4-23 Unit 

Department 1952 1958 1964 

Air, Steam and Water 64 90 76 
Bath Houses 10 17 13 
Boilermaking 227 357 170 
Bulk Oil 53 53 109 
Carpenter 81 100 62 
Cracking 521 413 295 
Docks 31 28 24 
Electricity and Steam Generation 96 114 106 
Fire Protection 24 24 17 
Gas and Heavy Chemical 108 116 82 
Instrument 74 86 64 
Insulating 35 56 41 
Labor 925 1130 511 
Laboratory 176 171 121 
Light Oil 253 276 188 
Lubricating 241 363 146 
Motor Transportation 80 63 96 
Package and Grease 301 127 54 
Paint 24 

Petrochemical"3 
65 87 60 
■*«* 77 75 

Pipefitting 523 485 387 
Stores 43 55 59 
Tin 28 28 14 
Welding 77 110 66 

SOURCE: This table is based upon information compiled directly 
from seniority lists for the appropriate years. The 
department classifications, from Promotional Charts of 
the Port Arthur refinery for the year of 1964, are 
necessarily quite different from those of earlier years. 
The introduction and combination of processes is the 
main reason for this difference. Finally, the totals 
of this chart differ from those in the text for the year 
1958. The difference is due largely to the fact that 
during-the-year layoffs and hirings resulted in a net 
increase of roughly 200 workers in the Labor category, 
then under the control of local 4-254. 

34 
Petrochemical department was established on March 19, 1952 and 
manned for the first time on July 17, 1952. 
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largest declines taking place within Boilermaking, Cracking, Lubri¬ 

cating, and Package and Grease departments. The fall in employees with 

in the Laobr Department indicates partly an inclusion of many of those 

employees within other departments at a lower grade classification. 

Automation took the form of too separate procedures during the 

1958-1964 period. First, the introduction of new processes within 

the refinery, in most cases calling for a reduction in the work force, 

was the most obvious manifestation of technological change. 

The second manifestation of automation was tied implicitly to 

the company's effort to gain control over the job duties within the 

refinery. While this is not technological change as such, it has 

been used partly to free the company's hands for the introduction 

of further changes. This issue was settled, from the company's point 

of view by the resulting agreement that followed the 1961 strike. 

The net result was that the company could now more easily bypass the 

union in its implementation of changes. 

After 1958, the company resorted to early retirements, shifting 

job duties, and elimination of new hiring to bear the fruits of the 

application of technological labor-reduction devices. The very 

operation of a refinery yields the Operations and Maintenance depart¬ 

ments particularly susceptible to the application of automating 

machinery and processes. After 1958, the effects of automation began 

to take its toll by reducing substantially the size of the work force 
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within the unit. A brief examination of the labor relations within 

this period should give us an insight into just how this process was 

achieved. 

G. Labor Relations: 1958-1964 

The union concerned itself directly with the two procedures used 

by the company to rapidly automate the Local 4-23 !unit. It was not 

without a great deal of turmoil that the union acquiesced in its fight 

to maintain a strong job duty clause. The strike in February, 1959 

was the first show of strength between the company and the union over 

the job duty clause. During the strike, there was a good deal of 

voluntary retirement due to certain early retirement plans initiated 

by the company at this time. The real test over the job duty section 

of the contract came, however, in 1961, the result of which was that 

the union permitted the company to relax the job duty clause in trade 

for a no-layoff pledge. The pledge was verbal, as the company did 

not wish to put such a pledge in the contract. 

It might be useful at this point to review briefly the particulars 

of the job-duty debate during this period. Hie original clause was 

found in Article III, Section 3, which read as follows: 

An employee is expected to perform any duties to which 

he may be assigned. Any work peculiar to any job shall 

be done by the employee regularly assigned to that job, 

as far as practicable, except in cases of emergency. The 
application of this section shall be interpreted to mean 

that the Company will not attend past practice as to work 
assignments of the various classifications beyond what they 
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were on the date of this agreement, with the understanding 
that work peculiar to any job my change because of addi¬ 
tion or elimination of equipment and because of changes 
in work methods,^ 

The essence of the clause is that a worker may be assigned to do 

only the job which is his particular classification. From the 

Company point of view there was an escape clause in this section. 

Either through the failure-to-extend-past-practice clause or the 

final modifying phrase, this clause might be very liberally inter¬ 

preted. However, in a decision handed down by E. E. Hale, Chairman, 

Board of Arbitration, Grievance Ho. 9-25, the clause was interpreted 

quite strictly,"5 resulting in an increasing effort on the part of 

management to eliminate the troublesome clause. The company was 

finally successful in 1961 in negotiating a contract with a new 

job duty clause. The new clause reads essentially the same as the 

previous clause with the exception of the following addition: 

.... .Employees shall for periods of short duration 
perform work of another classification incidental or 
related to jobs being performed by them. Such incidental 
or related work of a short duration shall not be construed 
to have changed work peculiar to a classification. 

As mentioned above, the price of this new clause to the company was 

35 
Oil* Chemical and Atomic Workers Union. International. Local 4-23. 
and Local 4-254. and the Gulf Oil Corporation. Agreement between 
June 10, 1957 - August 10, 1958, p. 8. 

36 In essence, the company was not permitted to order boilermaker helpers 
to remove the tools of the carpenters, even though the tools obstructed 
the path of the boilermakers to their own work. 

37 Oil. Chemical and Atotalc Workers Union. International. Local 4-23. 
and Local 4-254. and the Gulf Oil Corporation. Agreement between 
January 2, 1962 - January 2, 1964, p. 9. 



42 

their pledge to not layoff employees after 1961. This, incidentally, 

is a pledge that they have, to this date, kept. 

As regards the introduction of new processes and basic reorgani¬ 

zation schemes affecting the unit, the union fought to keep as many 

workers as possible in the unit. However, direct layoffs took their 

toll between 1958 and mid-1961. The final layoff came in the Package 

and Grease department in April, 1961, at which time approximately 15 

persons were layed off. Each employee layed off under such circum¬ 

stances was given his choice of either taking immediate separation 

pay or taking a twelve month recall option. The recall option was 

chosen by a few, but most, at this time, chose separation pay. 

The increasing automation had seriously impaired the effective¬ 

ness of a strike by the union. The introduction of the Emerson 

System in the early sixties further reduced the striking strength of 

the union. The Emerson System provided the multi-craft supervision, 

with the net result that the company was better able to continue the 

operations of the refinery using only supervisory personnel in the 

event of a work stoppage called by the union. The combination of 

these factors meant that the union's ability to provide job security 

for its workers could not rely solely on its right to strike. Fortu¬ 

nately for the employees covered by bocal 4-23 within the Gulf refinery, 

able leadership in bargaining and grievance proceedings by their union 

officials seems to have, in part, made up for their loss in strength 

associated with the weakening of the strike threat. 
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D. Implications For Job Opportunities 

It should be apparent by now that the net effect upon employment 

within the community has not COB© in the form of increasing layoffs. 

Instead Gulf has pursued what we might term a policy of 'silent lay¬ 

offs,* or simply the failure to hire to replace retirements. Hie 

impact of this kind of policy falls mostly upon those seeking employ¬ 

ment. Although those workers, already employed and within the bargain¬ 

ing unit are afforded job security, the effects are merely transferred 

to those already out of work or to those just entering the labor force. 

The former group may be quite heterogenous in regard to age, training, 

and so forth, but the latter group is clearly comprised mostly of the 

younger age groups of the labor force. 

It is significant to note that the average age of the workers 

within the Gulf unit of Local 4-23 is in the 40's. The minimum 

seniority within the unit is eight and one-half years. This means 

that there has not been one permanent hiring within the unit since 

prior to 1953. Since that time, steady attrition has accounted for 

the decline in the labor force, coupled with lay-offs until 1961. 

An oil and gas refinery is particularly susceptible to a decline in 

the labor force due to technological change. 

One qualification must be inserted at this point in regard to 

the above findings. A decline in the work force within the Operations 

and Maintenance Divisions of Gulf does not preclude the possibility 
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of an offsetting increase in employment opportunities within other 

divisions of the refinery. The result of such an increase, if any, 

would not be expected to be fully compensatory in the short run. 

Short run retraining programs can not be expected to provide for 

large numbers of semi-skilled craft workers to move to engineering 

and managerial jobs en masse. This may happen in a given case, but 

can hardly be expected to be generally the rule. The result of this 

shifting of employment can lead to structural unemployment. In the 

case of the unit cited above, the unemployed are at least partly made 

up, as noted above, of new entries into the labor market, principally 

the youngest segment of the labor force. If it is argued that employ¬ 

ment opportunities lost within Local 4-23 are compensated by increased 

opportunities elsewhere, then the principle issue is to discover the 

gap between the demand for labor services and the supply for labor 

services, assuming some workers are looking for jobs and not finding 

them. Clearly, such a gap may be the result of qualitative factors 

as well as quantitative. Both of these factors are present in the Port 

Arthur case. We shall return to this subject later. 

E. The Gulf Experience And The Refining Industry In Port Arthur 

The Gulf Plant Group is the second largest unit of Local 4-23. 

The Texaco Plant Group is the largest. That declines in employment 

evidenced in the Gulf refinery are representative for the industry 

can be shown by reference to Table XXCL, showing the relevant figures 

for the 1958 to 1964 period. The declines in this table are severly 
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TABLE XIII 
LOCAL 4-23 MEMBERSHIP 

BY GROUPS 

1958 1959 1960 1961 1962 1963 1964 

TEXACO 3835 3720 3564 3400 3251 3505 3402 

T. LAB 169 158 158 149 150 150 146 

T. G&G 57 50 44 39 40 40 40 

T. PKG 286 276 262 250 236 236 211 

T. MARINE 12 11 12 12 12 12 12 

T. SALES 14 16 14 14 13 12 12 

GULF 2853 2535 2376 2167 2107 2680 2582 

G. OFFICE 137 119 115 133 126 128 120 

ATLANTIC 367 377 386 379 380 415 403 

GR. LAKES 36 36 35 34 35 86 88 

OLIN MAT 17 14 15 15 15 15 15 

PT. DRUM 21 36 30 25 23 64 53 

S.U. GAS 49 46 48 52 54 79 72 

CABOT 35 ' 33 32 26 37 56 57 

G. SALES —— 13 — — — m—mm 

CROWN Z. 

T.V.D. 

SCHULMAN 

— -21 

7 

— — — 

— 

/ 

— — 13 

TOTAL 7888 7440 7112 6702 6479 7478 7227 

SOURCE: This Table and the figures in it were taken from a table 
compiled by the union encompassing data from 1950-1964. 
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understated to the extent that the figures for Local 4-254 were not 

available and thus not included, until after the merger in 1962. Hie 

1963 totals are the first to reflect the membership from Local 4-254. 

The 1958 figure for Gulf is understated by approximately 1400 workers 

3S 
in Local 4-254. Similarly, the other units have to be adjusted. 

Union officials of the Texaeo unit of Local 4-23 also indicated 

that the no-layoff policy was in practice within their unit. Both 

through the data shown in Table XIV and through interviews with the 

leadership of the Texaco unit, there appears to be substantiation for 

the view that the 'attrition1 phenomenon faced by the Gulf unit was 

a general phenomenon throughou the industry. 

F. Conclusions 

The rapid introduction of labor-saving technological innovations 

in the petroleum refining industry is evidenced in the case of the 

Operations and Maintenance Division of the Gulf refinery in Port Arthur. 

Hie situation is similar for the other refining units within Local 4-23 

of the O.C.A.W.I.U. Together these units comprise all but a negligible 

fraction of the refining employees in the blue collar job classification 

within Port Arthur refineries. On the basis of these findings, it 

follows that the level of employment, barring unforeseen growth in 

product demand, will continue to decline due to automation of the 

refineries. Also, the impact of the decline in job availability falls 

upon new entrants and re-entrants to the labor force since the refineries 

have not been laying off workers, but simply not hiring new workers to 

replace retirements. 

38 
Union officials of Local 4-23 estimated an average one-four ratio 
of Local 4-254 employees to Local 4-23 employees. 



CHAPTER VI: CONCLUSIONS AND SUGGESTIONS FOR POLICY 

A. Conclusions 

We have been discussing the issue o£ high levels of unemploy¬ 

ment in an area with high wage levels. We have attempted to focus 

upon the main determinants of the supply and demand for labor and 

the forces which gjvera the level of wages established in the labor 

market. There are three major determinants of the existence of high 

wages and the persistence of unemployment in the Port Arthur area. 

These are: (1) Inadequate demand for labor in Port Arthur due to 

the capital-intensity of the major sectors of labor demand and to the 

decline in the growth of product demand in Port Arthur's largest 

industry — the petroleum refining industry. (2) Insufficient labor 

mobility from Port Arthur to other areas, (3) The existence of wide¬ 

spread union organization of the employed labor in Port Arthur and the 

large numbers of workers in semi-skilled job classifications protected 

by an 'umbrella effect* occasioned by the presence of this union organi¬ 

zation. The first of these determinants relates to the declining volume 

of employment in Port Arthur. The second determinant explains the tend¬ 

ency to labor surplus over time given inadequate demand. The third 

determinant is the chief reason for high wage levels in all job classi¬ 

fications except those of professional and managerial skills, which 

are not easily subject to union organization. 
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With these determinants in mind, we may now pose again the central 

issue to which this thesis is devoted. That is, how do we explain the 

failure of an excess labor supply to drive wages down and increase the 

level of employment? There are two conclusions that we can draw from 

the analysis above to explain this phenomenon. First, the rapid auto¬ 

mation of the petroleum refining industry; and the high capital-inten¬ 

siveness of both the refining industry and the chemical industry imply 

that labor costs are not a large proportion of total costs to these 

industries. This means that, given the desire to introduce labor- 

saving machinery chiefly for the purpose of modernisation of plant and 

equipment, the companies have been willing to give relatively large wage 

settlements to the workers. In addition, the low rates of participation 

in the labor force on the part of man 65 years and over is due probably 

to financially attractive retirements, as we noted when analyzing the 

employment policies of the Gulf Refinery. Thus, an excess labor supply 

has been able to exert a negligible influence upon the wage levels in 

these industries — the major industries in the Port Arthur Economy. 

The second conclusion is that the extent of union organization and the 

concentration of employment is classifications susceptible to union 

organization have kept wage rates high in spite of an excess labor supply 

in the area. Both in representing its own members in collective bargain¬ 

ing agreements and in exerting an 'umbrella effect* upon wage levels in 

unorganized establishments, the presence of organized labor has contri¬ 

buted to the maintenance of the high wage levels in the area. 
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Since both the capital-intensity of the chemical and refining 

industries and the presence of organized labor are 'here to stay' in 

the Port Arthur economy, we must look to other forces if we wish to 

lower the levels of unemployment in Port Arthur. It is to these forces 

that we now turn for policy suggestions. 

B. Suggestions for Policy 

To provide full employment for the Port Arthur labor force we 

must either increase the demand for labor or lower the supply. In 

order to increase the demand for labor new industries or new companies 

must be attracted to the Port Arthur area. To the extent that firms 

will choose to settle in a high-wage area, efforts should be make to 

attract such firms. As a matter of policy, such efforts should be 

made to attract firms that have need of the type of labor that Port 

Arthur can supply. We noticed when we analyzed the supply of labor 

that an unusually high proportion of the Port Arthur population possess 

less than an eighth grade education. We also noticed the relatively 

small proportion of the population with college-level edupation. These 

factors would have to be considered as governing the type of labor 

supplied by the area. Thus industries and firms should be attracted 

that can thrive eco nomically in an area with high wage levels and a 

supply of labor dominated by semi-skilled training. Such industries 

and firms are also likely to be much like those who have survived in 

the Port Arthur economy in the past. Highly capital-intensive indus- 



tries relying on semi-skilled labor are example of this 

We have touched briefly upon the problem of attracting new 

industries and companies. But this solution is not the most promis¬ 

ing, given the economic conditions that prevail in the Port Arthur 

economy. The most effective means to eliminate the excess supply of 

labor in the area is to increase labor mobility from Port Arthur to 

other areas of the nation. Lower unemployment rates prevail in areas 

of Texas of rapid industrial growth. The growth of the cities of 

Houston and Dallas are too examples. 

Given the increasing numbers of persons coming into the labor 

force in the mid-1960's in Port Arthur, which was foreshadowed by the 

large proportion of the Port Arthur population between the ages of 5 

and 14 according to the 1960 Census, and given the declining demand 

for labor in the major sectors of the Port Arthur economy, the problem 

of chronic labor surplus should become even more acute than it is 

presently* This means that increasing effort must be devoted to in¬ 

creasing information about the labor market and to breaking the rigidi¬ 

ties that operate to restrict labor mobility. 



APPENDIX A THE MERGER OF LOCAL 4-23 AND LOCAL 4-254 

In December of 1963, Local 4-23 and Local 4-254 of the Oil, 

Chemical and Atomic Workers International Union were merged at the 

insistence of Gulf Oil Corporation. Gulf had been told by one of 

its major customers, the United States Government, that it could not 

continue to discriminate among the job classifications of its employ¬ 

ees on the basis of race. This meant, in effect, that the Locals 

could not represent racially distinct segments of the work force, 

if such a distinction carried forward to job classifications. 

After some negotiations, the Locals were merged. Hie resulting 

merger, however did not eliminate the practice of racial discrimi¬ 

nation among the job classifications, since entry into certain depart 

meats was still restricted* The union, finally, in 1963 eliminated 

this last, formal vestige of racial discrimination, but did, however, 

return to the employees in Local 4-23 the remainder of their strike 

funds. There was a fear, on the part of the employees within Local 

4-23 that the influx of new employees within their unit might dilute 

the value of their strike fund. Thus, they chose, rather than to 

have their strike fund diluted, eliminate the strike fund altogether. 

This, no doubt, was a further element in the weakening of the union's 

bargaining strength. 

It should be noted that during the time of the merger and sub¬ 

sequent elimination of discriminatory practices, the;leadership of 
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local 4-23 was placed in a tenuous position. Realizing the inevitability 

of what was to come, the leadership urged the membership to accept, in 

fact, an elimination of the discriminatory practices. The first reaction 

of the employees was to ignore the pleas of the leadership, hoping that 

they would not have to comply with the government’s anti-discrirainatioa 

policy. After a tumultuous sequence of events, the situation was accepted 

by the rank and file. 

In computing the size of the Local 4-23 bargaining unit prior to 

the merger, we have assumed that the employees within Local 4-254 were 

classified as employees within the labor Department of the refinery. 

Hilo means that shifts occur in the size of the Labor Department, once 

the merger takes place. Hany of those employees ware actually working 

as lowest-grade employees within other departments even prior to the 

merger. Ihus, this shift is, ip this respect, merely formal and repre¬ 

sents no real tranaferral of job duties. However, the final elimination 

of discriminatory practices, lead to a certain degree of real shifting 

among categories. Hie contention that the merger tended to lower over¬ 

all employment within the unit does not appear to be well founded, either 

as regards the • timing of the merger or as regards the nature of the 

shifting job classifications following the merger. 
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