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Introduction

Many areas of the United States look for distinctiveness in ways that portray them as
“Number One” The McAllen (and surrounding Hiddgo County) area clams Number
One datus in a variety of aress, but not necessarily in ways tha bring “bragging rights.”
Despite a booming economy, this region frequently leads the nation in unemployment.
Smilarly, though it has one of the three highest population growth rates in the U.S, it
ranks near the bottom nationdly in per capita income. The McAllen border area dso has
the highest rate of drug seizures in the nation. Findly, it is Number One in the number of
low-income housng enclaves (colonias), in large part because it dso hods the largest
number of migrant farm workersin the U.S. during the winter months.

Perhaps more than any other area dong the U.S/Mexico border, the McAllen border
area presents a number of puzzling contradictions. Demographic datistics for the region
show a pattern of substantid growth, but without the top-to-bottom prosperity that
usudly characterizes high-growth aress. Similarly, it has the highest rate of drug seizures
in the nation, but a violent crime rate well below the dtatewide average. Its colonias
house the poorest residents in the nation, but the rate of home ownership and two/parent
familiesis among the highest in the nation.

Growth in the McAllen, TexasReynosa, Tamaulipas area has been phenomend,
paticularly over the las decade. This growth is especidly evident in business activity,
population increases and the labor force. Indeed, the McAllen area Metropolitan
Satigicd Area (MSA) recorded the third highest population growth in the U.S,,
following only behind Las Vegas and Laredo. While much of this burst of growth can be

traced manly to the expanson of the maguiladora industry in the area and to the



increasing trade with Mexico, other less obvious factors have had a powerful impact, in
both expected and unexpected ways.

An additiond factor fuding this growth is migration from the interior of each
country, as wel as immigraion (legd and illegd) to the United States from Mexico.
Ancther mgor factor is the presence of an underground economy which derives from the
irrationdities and artificidities of a region separating two very different nations®! Both of
these factors have resulted in a labor pool that increases faster than the availability of new
jobs.  This in turn has led to increesng demands for better infrastructure, including
transportation and communication systems, schools, hedth/socid services, and housing.

In this chapter, we andyze how economic development is reated to dramatic changes
taking place in the McAlle/Reynosa aea Thee changes include the region's
demographics, its human capitd, and other socid and human aspects of development. We
include a brief discusson of how economic development and the demographics of the
aea have evolved over the past few years. This discusson centers on some recent
developments in the “underground” housing, labor, and economic markets of the region.
Finaly, we discuss how the development experience of this region compares to other

border communities and propose some tentative explanations for the differences.

Economic Development and Demography along the Southern Rio Bravo/Rio
Grande Borderlands
As indicated in the introduction, the McAllen/Reynosa area of the Rio Grande Vdley

(RGV) has experienced phenomend population growth over the last decade. According

! Russell (1994) uses this phrase to describe one of the two primary traditional bases of the economy of the
U.S./Mexico borderlands.



to the U.S. Census Bureau, the McAllenEdinburg-Misson MSA population increased
from 383,545 to 522,204 inhabitants during the 1990-1998 period (U.S. Census Bureau,
2000). To put this figure in perspective, the average U.S. population growth during this
same period was only 8.7%. Only Las Vegas, Nevada, with a 55% growth rate, exceeded
the growth of the South Texas border (with Laredo, aso in South Texas, growing &t a rate
of 41.2% and the McAllen area showing an increase of 36.2%0). The Brownsville-
HarlingenSan Benito MSA—the only other Census-defined MSA in the South Texas
border region, was not far behind, with a population growth of 25.5% during the same
period.

Smilar subgtantid population growth paiterns are evident across the river in the
Mexican border state of Tamaulipas, paticularly in the cities of Reynosa and Matamoros.
According to the Censo General de Poblacion y Vivienda, the state of Tamaulipas
experienced a population growth of 22.2% from 1990 to 2000, where population
increased from 2.25 to 2.75 million inhabitants over this period. Reynosa and Matamoros
have become the two largest municipdities in the state, with a population of 419,776 and
416,428 inhabitants each. During this period, Reynosa's population caught up with, and
then surpassed, the population of Matamoros. Together, these two cities account for
30.44% of the total Tamaulipas population (INEGI, 2000a).

During the past decade, the McAllen MSA dso experienced tremendous growth in
the size of its labor force (i.e, the number of workers employed plus those looking for a
job but unable to find one, or the unemployed; see Figure 1).2 From August 1990 to

August 2000, the McAllen’'s labor force increased from 151,847 to 195,615 workers, a

2 The data discussed in this section comes from TWC (2000) and the Texas Workforce Commission
homepage (http://www.twc.state.tx.us).




28.8% increase. By comparison, Brownsville experienced high growth in its labor force,
but not as large as that experienced by McAllen. Brownsville's labor force increased

from 105,701 to 130,071 workers, a 23.1% increase.

Figurel1. Labor Force Estimates
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When it comes to the unemployed, the McAllen MSA unemployment rate pesked
during the 1991-92 U.S. economic recesson a 21%, but the unemployment rate has
deadily declined over the rest of the 1990's (see Figure 2). Nonetheess, McAllen's
unemployment rate remans the highest in the dae of Texas a 134% (which,

incidentally, has a statewide unemployment rate of only 4.3%).



Figure 2. Unemployment Estimates
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Clearly, the McAllen areals success in atracting growth has dso attracted large
numbers of unemployed workers, many of them from Mexico. Roughly 25% of the
resdents of Hiddgo County in 1990 were foreign born. Hidago County had a net
internationa migration of 33,903 between April of 1990 and July of 1996, compared to a
net internationa migration in Cameron County (Brownsville) of only 18,067 and 12,782
in Webb County (Laredo) during the same period (Sharp, 1998: 167). Thus, not only is
the rapid growth in jobs unable to keep up with the number of available workers, but
indeed the growth seems to attract many unemployed workers from Mexico. As a result,
from August 1999 to August 2000, employment leves in the McAllen MSA increased by
5.3% (from 160,857 to 169,362). At the same time, the number of unemployed workers

increased by 8.2% (from 24,265 to 26,253). Thus, the local economy has not been



cregting jobs fast enough to absorb the inflow of new job searchers, despite the fact that
the area has had phenomena employment growth.

Interestingly, the unemployment experience of the Brownsville MSA is somewhat
different since the unemployment rate has remained subgtantidly low over the last year.
In fact, the unemployment rate fell from 85% in August 1999 to 8.0% in August 2000,
due to a combination of increesng employment levds and a dight decrease in the
number of those reporting to be unemployed. Unlike McAllen, Brownsville has
experienced labor market employment changes that are very smilar to those experienced
by both Texas and the U.S. asawhole.

Most of the recent employment growth both in Brownsville and McAllen can be
traced to increasng growth in nortdurable goods manufacturing coupled with increases
in the number of locad government employees (TWC, 2000). However, it becomes
difficult to assess the changes in fam worker employment given the fact that these
workers and their families resde temporarily in the region due to the seasond
employment pattern of this sector (see the colonia discussion below).

Employment levels on the Mexican sde have dso grown tremendoudy over the last
few years. From 1988 to 1998, totd employment in Reynosa grew from 42,292 to
113,486, a 168% increase. However, relative employment growth was much lower in
Matamoros (104%) and Nuevo Laredo (139%) (INEGI, 2000d). When it comes to
employment in the maquiladoras, totd employment in Reynosa's in-bond assembly
plants increased from 38,986 in 1995 to 60,815 in 1999, a 60% increase. However,
employment growth in the maguiladora sector in Matamoros and Nuevo Laredo was less

pronounced during the 1995-1999 period (34% and 19%, respectively) (INEGI, 2000c).



Sour ces of Uneven Economic Development in the Region

Although many border communities have experienced ample growth, the
McAllen/Reynosa area is unique as a result of the extent of economic development,
location and the sources of growth. Three mgor sources of economic growth are evident:
(i) increases in economic activity in both sdes of the border as a result of maquiladora
devdopment in Reynosa and Rio Bravo; (ii) increesing border traffic and trade,
particularly after the enactment of the North American Free Trade Agreement (NAFTA);
and (iii) increases in low-skilled workers moving into the area and taking up residence in
the colonias of Hidadgo County. We will examine these three sources of economic
growth individualy and then discuss their human and socid consequences for the region.

Magquiladora-led Devel opment

Mexico's maguiladora industry has experienced remarkable growth during the last
decade. From January 1993 to July 2000, totad employment in the maquiladora industry
increased from .52 to 1.29 million workers, a 148% change. Most of this growth has
occurred in the border cities of Tijuana and Ciudad Judrez, which together account for
34% of total maquiladora employment in Mexico.

More than Maamoros, Reynosa has experienced tremendous employment growth as
a result of increesng magquiladora development. From January 1993 to July 2000, tota
maquiladora employment more than doubled from 31,428 to 66,813 workers, a 113%
increase (see Figure 3). According to INEGI (2000b), there were 116 maquiladoras in the
Reynosa area and their vaue added (i.e,, the sum of raw materias, wages, fringe benefits,

profit and other expenses) during July 2000 amounted to roughly US$80 million dollars.



Figure 3. Employment Levels
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Interestingly, Matamoros has not experienced the same employment growth as
Reynosa. From 1993 to 2000, totd employment levels went from 37,139 to 66,930, an
80% increase (see Figure 4). The number of plants operating in Matamoros increased
from 94 to 119 during the same period. There are different explanations for these
divergent paterns in economic deveopment. Fird, McAllen is an important and
srategically located border crossng point and perhgps the most important within the state
of Texas &fter Laredo and El Paso. McAllen aso has better infrastructure, and the time it
takes to cross cargo across the bridge connecting the two countries—the Pharr-Reynosa
bridge—is less than in the Brownsville-Matamoros area. Thus, maquiladoras are more
likdy to etablish in areas in which they can atan lower operating and transportation

costs.



Figure 4. Employment Ratios
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A second explanation for the divergent patterns in maquiladora employment growth
can be traced to heterogeneity in union power across cities. Otero and Pagan (2000)
examined this issue and found evidence that queuing into magquiladora jobs is higher in
Matamoros than in Nuevo, Laredo, Ciudad Juarez and Tijuana. They interpret these
gueuing findings as evidence tha union power is very strong in Matamoros relative to al
the other border cities sudied. Although their study did not andyze unionization-induced
queuing in Reynosa due to the lack of comparable data, their study indicates that unions
in the Reynosa area have experienced substantid internal Strife over the last two decades
(see dso Williams and Passé-Smith, 1992). Thus, the Reynosa labor movement can be
characterized as weak when compared to Matamoros. As a result, it has not been an
important deterrent to the establishment of new maguiladora plants in Reynosa

Maqguiladora devdopment in the Reynosa area has dso led to increasing busness

opportunities and employment in the McAllen area In 1997, the Perryman Group
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conducted an economic input-output andyss of the impact of maguiladora activity on the
McAllen economy. Their sudy found that “...maquiladora facilities result in a subgtantia
addition to busness activity in the McAllen area through such mechanisms as purchases
of supplies in the loca area, expenditures for travd by persons vidgting the facilities, and
other means. In addition, a portion of the payrolls generated a the maquiladoras is
ultimately spent in the McAllen area” (Perryman Group, 1997: 1). According to this
andyss, maquiladora operations contributed 13,955 jobs to the McAllen area; 1,093
direct jobs, 4, 135 indirect jobs (i.e, jobs created through inter-industry purchases) and
8,727 induced jobs (i.e, jobs created through household spending). Moreover, in 1997
retals sdes resulting from maquiladora operations were projected to have generated
US$283.4 million and tota area expenditures of US$1.3 hillion.

Their sudy aso found that 12.9% of tota persond income in the McAllen area could
be attributed to maguiladora operations. Moreover, one in every 10 jobs in the McAllen
area was seen as the result of maquiladora-generated economic activity. The Perryman
Group sudy dso edimaed that 1,296 maquiladora employees lived in the McAllen
metropolitan areain 1997.

Border Traffic and Trade

The second important source of economic growth has been the increasing border
traffic and trade, for the most part after the enactment of the North American Free Trade
Agreement (NAFTA). Table 1 reports the number of full-truck crossings from Mexico D
the U.S. by port of entry and year (the data were collected by the U.S. Customs Service's
Inspection and Controls Divison). From 1990 to 1999, truck crossings in the McAllen

Pharr area increased by 173% (from 119,393 to 325,352 truck crossings). In 1990
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McAllen had fewer truck crossngs than Brownsville By 1996, however, McAllen

overtook Brownsville as the preferred crossing in the RGV area Still, when it comes to

border trade between Texas and Mexico, as measured by truck crossngs, Laredo has

experienced the most sgnificant increases in trade and it is by far the preferred point of

truck entries into the U.S. From 1990 to 1999, border truck crossings via Laredo

increased from .31 to 1.49 million, a 381% increase.

Increasing border traffic is dso a result of increasing retail purchases, mostly due to

consumers from Monterrey, Mexico's largest metropolitan area in Northeastern part of

the country and a short drive from McAllen. According to the Mexico Tourism

Promotion Board, in 1999 1.25 million pedestrians and 5.97 million vehicles crossed the

McAllen/Reynosa area bridges from south to north.

Table 1. Truck Crossings (North), by Point of Entry and Y ear

Trucks-North 1990 1901 1992 1903 1904 1995 1996 1997 1998 1999
Brownsville 180.084 160.474 92.801 102.928 125441 115.828 118.171 122.883 121.255 265.462
Nel Rin 24 7R 26 047 21 5AN 24118 25 158 28 926 29 ROR 33042 3K 45A 59 R43
Fanle Pass 2R 279 20 80K 17 844 20 ANA 24 ’R4 31 747 3R 261 40 A28 49072 101 242
Laredo 313.654 303.398 213.456 252.066 366.781 428.774 575.886 576.652 650.907 1.486.511
McAllen-Hidalao 119.393 106.618 82.329 90.370  98.887 114.752 62.334
Pharr 77.394 156.516 167.077 325.352
Proareso 29.086 27.580 16.155 9.031 8.592 9.189 8.111 7.994 3.741 16.588
Rio Grande Citv 9.274 8.605 6.427 6.228 6.384 6.064 10.635 15.917 12.546 20.946
Roma 13,638 11.288 2.947 4130 3.822 4701 5.388 5747 7.895 15,985
Totals 725784 674818 453519 509477 659949 739981 923875 959379 1.047.949 2.291.929

Source: U.S. Customs Service, Inspection & Control Division, Laredo, TX (Compiled by Texas A&M International University, Texas
Center for Border Economic and Enterprise Development).

Lastly, about 124,000 senior citizens move annudly from the Northeen U.S. and

Canada to the RGV aea during the winter season. Winter Texans generate about 493

million dollars in the Rio Grande Vdley in terms of direct, indirect and induced
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gpending. Loca expenditures by Winter Texans generate dmost 5,000 direct jobs and
about 1,700 indirect/induced jobs. About 85% of Winter Texans vist Mexico during the
winter and average of five times a season. Winter Texans vigt mostly Progreso, Reynosa
and Matamoros, and they have a sgnificant economic impact in the retall trade sector of
the Mexican dde snce they spend substantidly on arts/crafts, medicines, dentists and
doctors. In addition, they dine out at loca area restaurants (see Vincent, Thompson and
Pagan, 2000, for details).
Colonias and L ow-income Workers
Perhaps the greatest growth in the population of McAllen has taken place in the rurd
aeas of the surrounding (Hidago) County. Clusters of homes in unincorporated aress
have sorung up amogst overnight. These clusters of dwellings house the poorest of the
poor and are commonly cdled colonias. Located dmost exclusvely dong the Texas
Mexico border, colonias are defined by the U.S. Generd Accounting Office (1990) as
"rurd, unincorporated subdivisons dong the U.S-Mexico border in which one or more
of the following conditions exis: substandard housing, inadequate roads and drainage,
and subgtandard or no water and sewer facilities” The largest concentration of colonias is
found in the four counties of extreme South Texas, though the greatest concentration is
found in Hiddgo County. Hidalgo County done has 60 percent of the colonias in Texas
and nearly 40 percent of the Stat€' s colonia residents (Richardson, 1999: 44).
As a realt of lax building codes and wesk enforcement of subdivison
requirements, colonia developments, in ealier years, often lacked potable water.
Subsequently, water lines have been brought into most colonias, though resdents are

often unable to afford connections to their homes. Today most Vadley colonias continue
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to be unconnected to sewer lines. Poor drainage and unpaved roads and dreets are ill
widespread problems for many colonia residents.

In spite of missng or substandard infrastructure, however, phenomend growth has
taken place in Valey colonias. From 1976 to 1996, the population of the Valley
essentidly doubled. During the same time, the growth in colonias increased by more than
600 percent. In 1976, for example, only 10 percent of the Valey population lived in
colonias (LBJ School of Public Affairs, 1977). By 1990, the colonia population had
grown to 26 percent. Presently, one of every three of Hidadgo County’s 482,000 residents

livesin acolonia.® This extremely high rate of growth isreflected in Figure 5.

Figure 5. Growth in the Number of Colonia Residentsin
Hidalgo County from 1976 to 1996
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3 |f only those colonias currently outside city limits are included, the figure is 28 percent. The 33 percent
figure is derived by including colonias that have been incorporated within city limits during the 1976 to
1996 time period.
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Before 1950, colonias were little more than worker camps for ranches and farms.
Then landowners found they could subdivide poor farm land (especidly the aress that
flooded), scrape dirt roads, put in power lines, and sdl lots for a substantid profit. Farm
workers and Mexican immigrants were ready buyers. Because the lots were outsde of
cty limits, subdivison codes were loosdy-written and poorly-enforced. Developers were
able to sdl lots that lacked water, sewer connections, drainage and paved roads. Buyers,
on the other hand, were able to construct whatever housing they could afford without
worrying about permits or building codes.

If conditions in colonias are so bad, why have they grown so rapidly and in such a
short period of time? We propose that colonias, though lacking basic infrastructure, are
popular because they dso meet basc socid and culturd needs. If policy makers
understand this, they can use the strengths associated with the unique location of border
colonias to hep solve problems of inadequate infrastructure and poverty that characterize
these communities.

Most of these problems, of course, are related to poverty. By conventiond definitions,
about hdf of colonia resdents are unemployed (Texas Depatment of Human Services
1988: 5-3). Such figures, however, are deceiving. Farm work, for example, is often
seasond, leaving those who do it "unemployed” during the winter months. Congtruction
work is dso subject to a highly temporary nature for many workers. A survey conducted
in 12 Hidadgo County colonias (Richardson, 1996), asked, What kind of employment do
members of your household mainly have?' Only 11 percent of the respondents sad that
people in ther household were "mainly unemployed” and admost hdf damed fam work

as thar man source of employment. This figure is very close to the one obtained in
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another survey by the Texas Department of Human Services that found that 46 percent of
employed RGV colonia resdents were involved in fidd work, with the vast mgority of
these traveling North every year as migrant fam workers. Indeed, in the 1990 Census,
203,204 reddents of Hidago County lised their principa source of employment as
migrant or seasond farmwork.* This figure represented 53 percent of the 383545
resdents of Hiddgo County. By comparison, only 185 percent of the resdents of
Cameron County (Brownsville), 9.2 percent of Webb County (Laredo), and 0.7 percent of
El Paso County were listed as migrant or seasond farmworkers. Clearly, Hidago County
attracts different workers than those attracted to other border countiesin Texas.

Mogt migrant families do not have a regular income for most of the year. Often, while
they are in the Vadley, they find temporary work in loca fidds, packing sheds, temporary
congtruction jobs, janitorid pogtions, or warehouse labor. These jobs are needed to help
pay for the trip up north and to pay bills. For others, farm work is what they do when
other occupationsfail to provide sufficient or steady income.

Colonia families want to work. Many avoid wdfare, even when they are digible
Mog members of the family, including older children, work when they can. Many
colonia resdents have jobs that provide no benefits such as sick leave or hedth
insurance. Some jobs do not even pay minimum wage. If the work is temporary, they are
not digible for unemployment compensation. Fully 62 percent of the respondents in the
study of 12 colonias reported family incomes below $9,000 a year and 90 percent had

annua family incomes under $15,000 (Richardson, 1996: 57).

* Texas-Mexico Border Counties, p. 84.
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Immigration Issues

Many legd U.S. reddents in colonias have ganed legd datus with the amnesy
provisons of the 1987 Immigration Reform and Control Act (IRCA). Others are married
to undocumented Mexicans and are unable to become legalized because of the income
provisons of U.S immigration law. Immigraion officas dam they ae "likdy to
become a public charge" because they are not earning incomes over $20,000 a year.”
Thus, even though they might qualify to become legd by having a spouse who is a
citizen or reddent dien, they are disqudified by the income requirements of immigration
laws.

The provisons of IRCA that made it illegd to hire undocumented workers has aso
made it harder to get a job, but have not necessaxrily cut back on immigration to the
Vadley. Some undocumented colonia resdents do fam work in locd fidds or packing
sheds because it is hard to migrate north due to the immigration/customs checkpoints.
Some work when they can in condruction, others are sdf employed, sdling used articles
a la pulga (locd flea markets) or finding odd jobs in the area. Some take articles across
to Mexico for resde and others even have jobs or smdl businesses in Mexico,
commuting dally or weekly usng a mica, a border-crossing card issued by American
consulates in Mexico to Mexican border resdents. The border crossng cards alow
Mexico border residents to spend up to 72 hours in U.S. border communities (for
shopping, vidting, etc.) but caries no work authorization. Enforcement of these

requirements is lax and, therefore, colonia resdents holding a mica are in a quas legd

® This figure is an approximation based on calculations for an average family. Under the Immigration
Reform and Immigration Responsibility Act of 1996, federal guidelines require an income 25 percent
above the poverty line for a spouse to gain legal residency.
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daus, having entered legdly but lacking authorization for long-term stays or for
employment on the U.S. side.

Some long-term undocumented colonia resdents easlly pass for American citizens. A
few can spesk English as well as the locas, so no one suspects they are undocumented.
All children born in the United States, even of illegd parents, ae, by U.S law, full
American citizens. As a result, many colonia homes have a mixture of citizens, legd
residents, quas-legd "guests” and illegd resdents.

Discretion dictates agangt asking the legd datus of colonia reddents, so most
surveys do not address the issue. Women in the 12 colonias surveyed by Richardson
(1996) were asked, however, where they were born and where they were raised. The
results of the responses show a very heavy concentration of adult women (80 percent)
were born and raised in Mexico. Daa regarding English proficiency from the Texas
Depatment of Human Services survey (1988: 2-5) indirectly support these conclusions.
They found that 71 percent of household heads in Valey colonias could not spesk
English.

Whether low-income colonia resdents are U.S. citizens, resdent diens, holders of a
mica, or undocumented residents, buying a home close to the border is an enticing option.
Rura land prices in Texas are chegper than those across the river in Mexico, s0 the
search for housing, as well as the desire for a job, draws Mexicans to the Texas border.
Many colonia residents have relaives in Mexico. A home of their own nearby provides a
base from which to make or receive short and long-term vidts, much of which would be

problemétic in rental housing.
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Living near the border helps to dso lower other expenses. Medica services are much
cheaper in Mexico than in the U.S. The prices of medicines are dso lower in Mexico and
many can be purchased without a prescription. Colonia resdents also have a wide choice
of Mexican radio, TV, movies and entertainment. Ther economic, socid, and culturd

well-being is greaily enhanced by owning ahome near the U.S.-Mexico border.

The Human and Social Consequences of Cross-Border Devel opment

How ae economic devdopment and the extremedy fast growth rate of the
McAllen/Reynosa area relaed to colonias, migrant farm workers, immigration, and an
underground economy? In order to understand these relaionships, we need to look
beyond this geographica area to the larger picture in each nation. We aso need to look
beyond the economics and demographics to the cultural and socid characterigtics of the
region’s borderlands location.

The passage of NAFTA legidation and the development of the Reynosa maquiladora
industry have had causes and consequences far beyond the Texas’Mexico border. As the
tariff reduction provisons of NAFTA take effect, for example, agriculture in the interior
of each nation is increasingly affected. For the U.S. to remain compeitive, it needs chesp
labor a home for its agricultura products and even chegper labor for its manufacturing
indugtry. Mexican labor is an atractive solution for both dStuaions. With increasingly
fewer American workers available for agriculture, however, fam daes sruggle to find
ways to increase the avalable supply of farm workers. Indeed, reports on detentions
adong the U.S. Mexico border by the Immigration and Naturaization Service seem to be

closdy rdated to farm work and the agriculturd season. “Normaly,” says an October
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2000 report, “apprehensons reach a yearly low in December (around 60,000) followed
by a strong seasona increase in January. Seasond highs (around 220,000) tend to be
reeched in early soring. Apprehendons fluctuate but reman rdatively high (120,000)
through the summer months and then dat their autumn decline in September, which
continues through the Chrismas and New Year holidays™® This seasond fluctuation is

illugtrated in Figure 6.

Figure 6. Total Apprenhensions by Immigration Agents along
the U.S. — Mexico Border, August 1998 to August 2000
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While an influx of undocumented worker's may be in the interets of economic
conservatives, it conflicts with the interets of “culturd consarvatives’ in the U.S. The

latter group frequently opposes immigration, particularly from South of the border, on the

bsource: Immigration and Naturalization Service, 2000
http://www.ins.usdoj .gov/graphi cs/aboutins/statistics/msraug00/SWBORD.HTM. Parenthetical numbers
added from the accompanying graph.
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belief that it represents a threat to American culturd identity. In addition, this group of
Americans sees Mexican culture as a cause of poverty. Thomas Sowdl (1983), for
example, dleges that immigrant groups like Mexicans have a culture that discourages
political participation, educetion, and upward mobility. In effect, he asserts that such
cultural patterns are 0 ingrained that they will perss after many generations, making
Mexican-origin people not only poor, but resistant to assimilation.”

As a reault of this incressing demand for unskilled labor in the agricultura sector,
Mexican labor is attracted to farm work in the United States, but at the same time it is
unable to move fredy due to immigration redrictions. Farmers often avoid the pendties
of hiring undocumented workers by contracting with crew leaders, or contratistas, who
take the risks of being fined, but often keep a subgtantid portion of the wages of contract
laborers. In addition, many fam workers manage to evade immigration officids by
counterfeiting or borrowing documents and socid security numbers® Because farm labor
is only seasond, however, many of these workers migrate back to the border where they
can essentialy disgppear among the local population, amost 90 percent of whom are dso
of Mexican origin. Indeed, according to in-depth interviews conducted with
undocumented farmworkers, even immigrants who cross the border dsewhere are often

atracted to South Texas by fellow farm workers.®

" In its extreme version, this position calls for cutting off immigration for Mexicans because they won't
assimilate and their culture will always keep them poor. A more shrill version of this position is advocated
by Brimelow (1995).

8 Manuel Sloss, Brownsville port director of the INS, was quoted as saying, “There is a lot of fraud out
there, and alot is attributed to Operation Rio Grande. When they can’t come across the river, they’re going
to try to come through another way.” Source: http://www.reporternews.com/texas/border0107.html .

® This data comes from research on 127 undocumented workers in South Texas by Richardson
(unpublished). Many reported having crossed the border in other areas, and then migrated to South Texas at
the end of the harvest season.
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Colonias present a good solution to the housing needs of this population. Being out in
rurd areas makes it easer to avoid immigration officids. It aso presents an opportunity
for cheaper land on which they can build their own home without having to worry much
about building codes and city building ingpectors. In addition, a home in a colonia dlows
families to accommodate extended family members from Mexico without interference of
landlords. They can dso subdivide a lot or by add on extra rooms as children marry, or as

more reaives arive.

If individuds are caught by immigraion officids they ae smply returned to the
border'®. Most make their way back across the river within hours, aided on both sides of
the border by family and friendship networks. In addition, many have a mica which
alows them to come as shoppers, so they can walk across the border. If they marry aU.S.
citizen, they can eadly goply for lega resdence, but only if they meet income guiddines.
Even if they cannot meet these provisons, immigraion officids are reluctant to deport
them if they see tha they might eventudly become digble Periodicdly, U.S.
immigration law legdizes the daus of those who have lived illegdly in the country for
many years by the passage of “amnesty” provisons which seem to make their way into

immigration laws every 15 or 20 years.

Thus, a strong demand for unskilled Mexican labor throughout the United States,
coupled with a housng sysem that alows migrants and other workers to live dong the
border, has greatly impacted the population and the poverty of the McAllen border

region. Many jobs adong the border area requiring higher levels of skill—for example,

10 Of the 1,545,935 aliens apprehended on the Southwest Border (Mexican border) during FY 2000 (data
through August), fully 97.7 percent, or 1,510,410 were given “voluntary returns’ (Immigration and
Naturalization Service, 2000).
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teachers and medicd personnd—mugt be filled by recruiting from outsde the region.
Indeed, many local hospitals and school didtricts have become aggressive in thelr search
for medicd personnel and eachers. As a reault, job creation brings even more individuas
to the area, while ill leaving a substantia number unemployed.

It is esimated that the maquiladora program aso contributes to the population
increases on both sides of the border. The rapid growth of this industry in Reynosa has
brought many people from the interior of Mexico to the border. This, in turn, has created
mgor housng shortages When some family members are unable to gain employment in
the maguiladora plants, some, often a husband, may cross the border to seek work in the
McAllen area, or as a migrant fam worker. For those who manage to get a border
crossing card, crossing the border becomes relatively easy.

The Drug Trade and Money Laundering

Another economic by-product of cross border development that has been rarely
andyzed is the growing illegd drug trade. The rapid devdopment of the maquiladora
industry, coupled with the increased trade promoted by NAFTA, have contributed to a
rapid expanson of the flow of illegd drugs. Each year 1.7 million trucks, 26.6 million
private vehicles, and 13.3 million pededtrians cross into South Texas from Mexico (South
Texas Nationd High Intengty Drug Trafficking Area, 2000). The Hiddgo County area
has become the number one crossing point for illegd drugs in recent years, followed by
Laedo and El Paso (Trevifio, 2000). In fact, seizures of marijuana and cocaine in
Hidago County aone exceed the totd seizures of the entire Arizona border (Trevifio,

2000). Over hdf of al drugs entering the United States are estimated to cross the Texas
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border, with the largest seizure rates in the McAllen sector of the border (South Texas
Nationd High Intengty Drug Trafficking Area, 2000).

According to lawv enforcement personnd,!! the drug cartels prefer the McAllen area
for a variety of reasons. On the one hand, there are many isolated crossng points.
Another factor is a high unemployment rate and the enticement of quick money for
unemployed and low-income individuas. People on both sdes of the border with little
education and no job sKills are recruited as “mules’ to cross the drugs. Many individuds
carying rdaively smdl amounts present traffickers with fewer risks. These drugs ae
then generdly loaded into tractor-tralers carrying agriculturd products or manufactured
goods for the trip further North. This trip requires another smuggling operation past the
INS checkpoints 70 miles north of the border. Many families in Hidago and Star
Counties have smuggling networks that go back severa generations. These networks can
be relied upon to protect family members and are highly ressant to infiltration by drug
agents.

Ancther effect of the drug trade is money laundering. Currency seizure information
reported by the Texas Depatment of Public Safety shows a 209 percent increase in
money seizures from 1996 to 1999 (Trevifio, 2000). Often, money is laundered through
money exchange operations (“casas de cambio”), smal busnesses, used car lots, and red
estate purchases dong the border. The U.S. government estimates that as much as $50
billion ddllars a yea—more than the entire budget of Texas—flows through Texas each

year to Mexico.'> Some of this money ends up in loca banks Indeed the San Antonio

1 Interview with Lupe Trevifio, Director/Commander, McAllen Office, South Texas High Intensity Drug
Trafficking Area, October, 2000.

12 The magnitude of this amount can be understood if one knows that the economy of Texas would make it
theworld’ s 101" largest economy, if it were an independent nation (Sharp, 1998: 146).
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Federd Reserve Bank has one of the largest @sh surpluses in the nation. Texas officids
report in excess of $560,000,000 US dollars flowing annudly through exchangers in the
form of US currency, checks, and wire transfers (Trevifio, 2000).

In Mexico, the privatization of banks has dlowed drug traffickers to buy stocks in,
and seek dection to the boards of, Mexican banks to ease the difficulty of laundering
drug profits. In addition, as the Washington Post (1993) reported, and as law enforcement
intelligence confirms (Trevifio, 2000), a few maquiladora companies are being purchased
by Mexican drug lords. These companies give them specia exemptions on duties of items
shipped to the U.S. By edtablishing trucking subsidiaries, these smugglers are able to mix
drugs with legitimate products.

All of these operations bring money to the border. When underground transactions
are combined with the practice of some wedthy Mexicans usng Texas banks to deposit
legitimate profits, an area of extreme poverty ends up with high per capita bank deposts.

Impact on Infrastructure

While the magquiladora indudry, cross-border development, and the underground
economy clearly benefit some sectors of the border economy, the resulting stress on loca
infrastructure is subdantia. The rapid growth has put grest dress on  schools,
trangportation systems, and law enforcement agencies. The frequent pattern, here and
elsawhere dong the border, however, is that the benefits of cross-border development
flow toward the centers of each nation, while the costs must be absorbed by border
residents.

This pattern is everywhere present in Hidadgo County. As the federa government has

dramaticaly doubled the number of agents dong the border, for example, the prosecution
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of most cases has been passed on to state and local prosecutors. Drug prosecutions in
border courts doubled between 1994 and 1998. This has led some Texas border district
attorneys to rebel and are now refusing to take any additional cases from federd officers
because federd funding is so minima and the costs are great.

Despite the recent increases in freight through the McAllenarea border, no magor
interstate highway exids to sarvice this traffic, nor is there a Class 1 rail line Exiding
customs facilities are dso severdy drained by the increased trade. In 1992, the Genera
Accounting Office and the Border Trade Alliance identified the need for nearly $1.5
billion in capitd improvements aong the border. Surface trangportation made up 39
percent of this need, with water and sewer systems making up another 3 percent, ports
of entry 19 percent, and airports another 4 percent (Sharp, 1998: 78). Unfortunately, the
federd government leaves most of these needs to the States, and the dates in turn expect
locd governments to pick up much of these needed improvements.

Smilarly, the education of the children of migrant fam workers takes place primarily
in property-poor border school didricts, rather than in the northern dtates where ther
labor most benefits the loca economy. Severd immigration studies'® likewise estimate
that undocumented workers pay more in federa taxes than they take in benefits, though
the reverseis thought to be true of local taxes and resources.

Mexico's federa government aso keeps most of the total corporate and income taxes
collected dong the border. As a result, border municipdities are faced with difficulties

when it comes to improving locd infragtructure and coping with an increesing demand

13 The most thorough analysis was conducted by the National Research Council (Smith and Edmonston,
1997). It concluded that the long-run fiscal impact is strongly positive at the federal level, but substantially
negative at the state and local levels. This pattern, they found, was especially pronounced for low income
immigrants from Latin America
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for government sarvices. There has been some improvement in this area over the last
decade through the adoption of fiscd decentrdization measures by the Mexican
government (this is known as fiscd federdism), but most of the taxes collected ill stay
with the federa government. Locad governments in Mexico only keep about 5% of totd
tax revenue collections compared to over 30% in the U.S, Canada, and other
industrialized countries (Tijerinaand Meddlin, 1998).1

I mpact of Cross Border Development on Entrepreneurial Activities

Economic deveopment adong the U.S/Mexico border dso seems to be having an
impact on entrepreneuria activities, particulaly on the Mexican sde. Brown (2000a)
found that from 1987 to 1996 the self-employment rate in Mexican border cities did not
grow as fagt as the sdf-employment rate in Mexico's interior urban areas. Brown (2000a)
argues that foreign direct investment flows to the large scde manufacturing indusry have
created employment opportunities in the wage and sdary sector that have driven workers
awvay from entrepreneurid activities. Moreover, the dart-up and operating costs of
dating a micro/smal busness have dso increased dong the border as a result of
increeses  in - competing labor demand from maguiladoras and other indudtrid
development.

The main implication of decreases in entrepreneurid initidives in the region is that
border communities are not creating the backward and forward linkages necessary to
sugan a “bdanced” growth (Rauch, 1997). Although  maquiladora-related
indudridization has created many employment opportunities, this type of

indudridization model has not produced Sgnificant backward linkages with the loca

14 For example, article 2 of Mexico's Ley de Coordinacion Fiscal requires the federal government to return
to the states only 20 percent of income and value added taxes. The states have to distribute a minimum of
20 percent of these fundsto its municipalities.
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economy. This is important since these linkages can sudtain locd firms that provide
subcontracting services to larger firms and can, thus, lead to a more broad-based
indudridization. In fact, less than eght percent of maquiladora purchases of raw
materids occur a the locd level (Brown, 2000b). In dl, linkages are certainly beneficid
to the region in the sense that the use of loca intermediate goods by larger firms can
creste many employment opportunities that would not be otherwise available (Rodriguez-

Claire, 1996).

Conclusons

Despite these inadequacies, many of which ae fdt most keenly in the
McAllen/Reynosa area, the socid fabric of the area offers several reasons to be
optimigic. With enlightened and responsble assstance from national and State sources,
local resources can be drengthened to meet the needs. Even with high levels of economic
deprivation, for example, many of the problems most commonly associated with poverty
ae less prevdent in the McAllen area than they are in other low-income aress in the
United States. Although the violent crime rate in Hidago County climbed 29 percent
from 1990 to 1996, for example, it was sill consderably lower than the crime rate for the
date of Texas (506 vs. 644 per 100,000). This is most surprisng given the fact that the
Texas violent crime rated dropped by 15.4 percent during the same period (Sharp, 1998:
148-149). Despite ther poverty, resdents of Hidago County do not have a tradition of
violent crime.

Smilarly, despite the problems of extensve poverty, families in the McAllen area

(Hiddlgo County) are remarkably intact. Ninety percent of al households in Hidago
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County, for example were famly households in the 1990 census, compared to the State-
wide rate of 83.9 percent. In addition, the rate of female-headed households was only one
percent higher than the overall State rate (19 vs. 18 percent) in 1990.%°

Even though Hidago County is on the border, and thus subject to the hedlth problems
that sometimes cross from Mexico, some hedth risks are lower in Hidalgo County than in
other parts of the State. The rates of sexudly transmitted diseases, for example, are lower
in Hiddgo County than those of the State average’® Even the infant mortdity rate for
Hidadgo County (6.3) is dightly lower than that of the entire state (6.5). The same is true
of rates of death by heart disease (151.9 in Hidago Country vs. 2235 for Texas as a
whole).*’

Colonias ae dso more than dum communities®® Unlike urban dums, for example,
colonias are "owner-occupied’ communities A Texas Depatment of Human Services
sudy (1988: 6-3) found that 87 percent of colonia resdents in the Rio Grande Vdley
owned ther home. In the previoudy-mentioned survey of 12 colonias (Richardson,
1996), 78 percent of colonia resdents sad they own their own home, though another 14
percent said it was owned by another family member. Only 5 percent sad their home was
owned by someone outsde the colonia--a very smdl rate of absentee ownership. Home
ownership in colonias is subgantidly above the nationd average of 64 percent

(Investor’s Daily, 1990). It is also consderably above the state average. According to the

15 Source: Texas— Mexico Border Counties, pp. 146, 148.

16 Texas-Mexico, page 227.

1 Texas-Mexico, pp. 201, 205, and 217.

18 For adiscussion of the strengths of colonia housing, see Richardson (1996: 51-68).
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1990 census, 61 percent of the housing units in Hiddgo County were owner-occupied,
compared to 70.3 percent for the State as awhole.*°

Smilaly, despite the difficulties of migrating, farmworkers and other resdents of
Hidago County want their children to take advantage of educational opportunities. Since
South Texas Community College was initisted in 1993, for example, the number of
dudents enrolled in a public inditution of higher educetion has nearly doubled,
increasing from 13,500 in 1993 to over 25,000 students bday. In addition, the qudity of
education local sudents receive is high. According to the Texas State Board for
Education Caertification, the Univerdty of Texas-Pan American in Hiddgo County, for
example, leads dl other universties in Texas in the number of teachers that it graduates
each year. This universty dso surpassed the datewide firgt-time pass rate average on the
EXCET, an examination for the certification of teachers, in four areas (Socid Studies,
Spanish, Higtory, and Mathematics) (Sharp, 1998: 63).

In dl, the phenomenad economic growth tha the McAllen/Reynosa area has
experienced over the last few years has led both to more opportunities and to more
chdlenges for the region. Though the experience of this area in the impact and the
consequences of growth is, in some aspects, very Smilar to other border communities
(e.g., increasing trade-related economic opportunities), it is very different when it comes
to issues such as unemployment, urban development (eg., colonias) and population
growth. Thus, when one analyzes economic growth, it is important to take into account
the fact this growth adso has some unintended effects tha must be addressed effectively
by policymekers and everyone interested in improving the dandard of living of the

resdents in the region.

19 Texas-Mexico Border Health Coordination Office, pp. 152, 154.
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